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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S. C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title IL of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act” and parts 
II and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202 (f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the Natural Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U.S. C. 717-717w), as amended February 7, 
1942 (56 Stat. 83, 15 U.S. C. 717f), and July 25, 1947 (61 Stat. 459, 
15 U.S. C. 717f), and has certain duties under the Tennessee Valley 
Authority Act, approved May 18, 1933 (48 Stat. 1075), and amend- 
ments thereto; the Bonneville Act, approved August 20, 1937 (50 
Stat. 731); the Fort Peck Act, approved May 18, 1938 (52 Stat. 403) ; 
and under various Flood Control and River and Harbor Acts (notably 
the Flood Control Act of 1944, approved December 22, 1944 (58 
Stat. 887)), and other statutes, as well as Executive Orders. 

This volume, the eleventh of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1952 to December 31, 1952, inclusive. In addition 
to the formal opinions, there have been included intermediate decisions 
which have become final during 1952 and an appendix of selected 
orders of the Commission in the nature of opinions issued during 1952. 
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In THE MATTER OF 


THE MONTANA POWER COMPANY 


Application Under Section 3 of the Natural Gas Act for Authorization 


to Import Natural Gas From Canada 
Docket Nos. G-1712, G-1717 
(Adopted December 19, 1951; Issued February 5, 1952) * 


Syllabus 


. In proceeding upon application for authorization to import natural gas from 


Alberta, Canada to meet requirements of Anaconda Copper Mining Co., 
Commission determines that supply of natural gas presently available to 
applicant is not adequate to enable it to continue to render its present 
service. P. 5. 


. Commission finds that termination of natural gas servcie to Anaconda would 


interrupt its present operations and output of strategic metals, resulting 
in detriment to national defense program. P. 6. 


. In determining that applicant’s proposal to import natural gas from Canada 


is consistent with the public interest, Commission gives consideration to 
factors ordinarily considered in connection with applications for certificates 
of public convenience and necessity. P. 7. 


. Commission finds no justification in record for a finding that applicant’s pro- 


posal presents an inconsistency with the public interest as represented by 
interveners voicing opposition of coal industry and affiliated interests. 
e. &. 


. Applicant is authorized to import natural gas with conditions imposed to 


limit the proposed importation in exact accordance with the Canadian 
legislative authorizations which prescribe volume limitations as well as 
time limitations. P. 8. 


. Since natural gas imported from Canada will be used exclusively to render 


service to Anaconda, it will be required to pay costs of facilities required 
to bring gas into applicant’s system and to assume any loss to applicant 
on the net investment. P. 9. 


Smirn, Commissioner, concurring. 


Sam Stephenson, Jr., John C. Hauck, R. H. Glover, and A. J. G. 


Priest for the Montana Power Co. 


Norman E. Duke, for staff of the Federal Power Commission. 


*Designated Commission opinion No. 223. 
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By THE CoMMISSION : 
OPINION 


These proceedings involve applications of the Montana Power Co. 
(applicant), filed in docket No. G-1712, pursuant to section 3 of the 
Natural Gas Act for an order authorizing it to import natural gas 
from the Province of Alberta, Canada, into the State of Montana, and 
filed in docket No. G-1717 pursuant to Executive Order No. 8202, 
dated July 13, 1939, for a Presidential permit for the construction, 
operation, maintenance, and connection at the borders of the United 
States and Canada of facilities for the importation of natural gas 
from the Province of Alberta, Canada, into the State of Montana. 

By our order issued on September 7, 1951, these proceedings were 
consolidated for purpose of hearing. Hearings before an examiner 
were commenced on September 10, 1951, and continued through 
September 28, 1951, in Billings, Mont. Thereafter, pursuant to our 
order issued on September 5, 1951, hearings were resumed in Helena, 
Mont., on October 1, 1951, and were concluded on October 3, 1951. 
Following the granting of a motion filed by applicant for omission of 
the intermediate decision procedure and pursuant to a request therefor 
filed by intervening coal, labor, and railway interests, the Commission 
heard oral argument on December 7, 1951, respecting the matters in- 
volved and the issues presented by these proceedings. 


APPLICANT'S PROPOSAL 


Applicant proposes the importation of natural gas from the 
Province of Alberta, Canada, into the State of Montana to the extent 
and for the purposes set forth in an act of the Legislative Assembly 
of the Province of Alberta, known as “The Gas Export Act”, being 
chapter 36 of the Statutes of Alberta, 1951. 

Briefly summarized, this act authorizes the Petroleum and Natural 
Gas Conservation Board of the Province, with the approval of the 
Lieutenant Governor, to grant a permit for the removal from the 
Province of natural gas which is essential to enable the continued pro- 
duction by the Anaconda Copper Mining Co. (Anaconda) of copper, 
zinc, manganese, and other minerals vital to defense, and limits the 
volume that may be removed to ten billion cubic feet in any year, and 
forty million cubic feet in any day. The act also limits the use of the 
gas to be removed exclusively to enable applicant to meet the require- 
ments of Anaconda for its works at Anaconda and Great Falls and 
its operations at Butte, in Montana, to the extent that applicant is 
unable to do so from its own reserves of gas. The act makes provision 
for the issuance of a permit authorizing McColl-Frontenac Oil Co., 
Ltd., and the Union Oil Co. of California, owners of the reserves from 
which the gas would be withdrawn, to remove the gas from the Prov- 
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ince and to deliver it to applicant for the purposes set forth in the 
act. 

On June 11, 1951, after having examined into the reserves and 
deliverability of gas available to applicant and into the degree to 
which applicant is unable from its own reserves of gas to meet the 
requirements of Anaconda, the Petroleum and Natural Gas Conserva- 
tion Board of the Province of Alberta issued a permit authorizing 
McColl-Frontenac Oil Co., Ltd., and the Union Oil Co. of California 
to remove gas from the Province and to deliver it to applicant under 
the provisions of the Gas Export Act. 

The natural gas to be removed under authority of the provincial 
act and the permit issued thereunder would be produced in the Black 
Butte, Smith Coulee, and Pendant d’Oreille gas fields in the Pakowki 
Lake area of the Province of Alberta, by a subsidiary company of 
applicant, Canadian-Montana Gas Co., Ltd., which would own the 
gathering and production properties. Such gas would be transported 
to the international boundary by means of transmission facilities 
owned by another subsidiary company of applicant, Canadian-Mon- 
tana Pipe Line Co. The reserves from which the gas would be re- 
moved would be purchased by applicant from MecColl-Frontenae Oil 
Co., Ltd., and the Union Oil Co. of California after all requisite 
authorizations on both sides of the border have been obtained, in ac- 
cordance with the terms of a contract entered into on June 14, 1950, 
between applicant and the owners of the reserves. 

After production of the gas in Canada, it would be transported to 
the point of exportation, a distance of approximately 21.7 miles, which 
would be on the international boundary between Canada and the 
United States. There, it would be sold to applicant and delivered 
into its proposed 16-inch natural-gas transmission pipeline extending 
approximately 52.3 miles southwesterly to a point of connection with 
applicant’s existing 20-inch natural-gas transmission pipeline at the 
northernmost terminus thereof near Cut Bank, Mont. Such gas would 
then be commingled with gas produced by applicant from its reserves 
in the Cut Bank Field and transported through applicant’s existing 
system to be metered and sold to Anaconda at the various points where 
present deliveries are made. 


THE ISSUES 


The issues in these proceedings arise under the provisions of section 
3 of the Natural Gas Act and Executive Order No. 8202, dated July 
13, 1939. 

Section 3 of the Natural Gas Act provides, in part, that the Com- 
mission shall issue an import order upon application: 


unless, after opportunity for hearing, it finds that the proposed * * * im- 
portation will not be consistent with the public interest. 
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Executive Order No. 8202, dated July 13, 1939, provides, among 
other things, that: 


* * * as an aid in effectuating the provisions of * * * the Natural Gas Act, 
approved June 21, 1938 (52 Stat. 821), I hereby authorize and request the 
Federal Power Commission (1) to receive all applications for permits for the 
construction, operation, maintenance, or connection, at the borders of the United 
States, of facilities for the * * * importation of natural gas * * * from foreign 
countries, and (2), after obtaining the recommendations of the Secretary of 
State and the Secretary of War thereon, to submit each such application to the 
President with a recommendation as to whether the permit applied for should 
be granted, and if so, upon what terms and conditions. 


APPLICANT'S PRESENT OPERATIONS 


The record discloses that applicant owns and operates an inte- 
grated natural-gas system located wholly within the State of Montana 
through which it has transported, delivered, and sold natural gas pro- 
duced from its own reserves within Montana since about 1930. 

Prior to 1950, applicant operated two separate gas systems, one 
known as its “East Line” extending from the Dry Creek gas field in 
south central Montana, near the Montana-Wyoming state line, to 
Bozeman, Mont., and the other, known as its “West Line” extending 
from the Cut Bank gas field in northwestern Montana to Butte, Mont. 

In 1950, a new line was constructed from Butte to Bozeman joining 
the East Line and the West Line to provide an emergency source of 
supply for the eastern portion of applicant’s system in the event that 
the supply of gas from the Dry Creek Field failed. Recently, a small 
reserve in the Clarks Fork Field near the Dry Creek Field was at- 
tached to applicant’s system. 

All of the natural gas now served through applicant’s system is ob- 
tained from reserves available to it from the aforementioned three gas 
fields. According to the record, the total of all reserves remaining 
in these fields as of July 1, 1951, was 243.1 billion cubic feet. Against 
this total reserve, the average of the estimated annual sales to be 
made for the years 1952 through 1956 will be approximately 21 billion 
cubic feet. This would completely exhaust all reserves of gas pres- 
ently available to applicant in approximately 11.15 years, assuming 
ability of the wells to deliver. 

However, the record further shows that applicant’s maximum daily 
sendout is now 101,789,000 cubic feet and that, based upon anticipa- 
tion of normal load growth, the maximum daily sendout in 1956 will 
be approximately 115,700,000 cubic feet. Analysis of the yearly 
growth of these increased sendouts reveals that, measured against 
the estimated deliverability of reserves available to applicant, it is 
reasonable to expect an immediate maximum-day system deficiency, 
with all present customers attached, aggregating approximately 
8,899,000 cubic feet per day and increasing to approximately 54,917,000 
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cubic feet in 1955. Without additional supplies of gas and with cur- 
tailment of major industrial customers now served, the record shows 
that service can be rendered until approximately 1956 without a 
maximum-day deficiency, but that such deficiencies reasonably may be 
expected thereafter. 

It is apparent from the foregoing that the supplies of natural gas 
presently available to applicant are not adequate to enable it to con- 
tinue to render the natural-gas service now being rendered from its 
existing system, including service to Anaconda. 

The principal industrial gas customer and the largest single user 
of natural gas from applicant’s system is Anaconda. This company 
presently has an aggregate gas requirement in its three Montana 
plants located at Anaconda, Great Falls, and Butte of approximately 
10,000,000,000 cubic feet per year and approximately 40,000,000 cubic 
feet on a peak day. The evidence shows that these plants received 
7,590,989,000 cubic feet of natural gas in 1950, and in the first 6 months 
of 1951 a total of 5,530,833,000 cubic feet. The maximum daily vol- 
ume received during the first 6 months of 1951 was 39,614,000 cubic 
feet. 

THE OPERATIONS OF ANACONDA 


Anaconda is engaged in mining and producing various metals, in- 
cluding copper, zinc, manganese, ferro manganese, and lead. In con- 
nection with these operations, it produces various by-products, such 
as phosphate, phosphoric acid, sulphuric acid, and arsenic. These 
operations are carried on principally at the aforementioned three 
plants. Anaconda also operates a plant at East Helena, Mont., for 
the recovery of metals in connection with operations conducted there 
by the American Smelting & Refining Co. Natural gas has been used 
to supply the fuel requirements of Anaconda’s plants at Great Falls 
since 1928, and at Butte and Anaconda since 1931. Approximately 
63 percent of the total amount of gas used by Anaconda is consumed 
in its reduction works at Anaconda, Mont., which conducts all of the 
primary processing of copper, manganese, and zinc ores. This plant 
is entirely dependent upon natural gas as a fuel at present since it 
has no standby equipment. Because of the interdependence of Ana- 
conda’s mining operations at Butte and the primary processing op- 
erations carried on at the Anaconda plant, any cessation of operations 
at the latter plant would interrupt mining operations at Butte, and 
would likewise require discontinuance of operations by the Great 
Falls plant. 

These circumstances attain importance when considered in the light 
of applicant’s intention, expressed on the record, of terminating 
natural-gas service to Anaconda unless sufficient additional supplies 
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of gas become available to enable applicant to continue to render 
that service. 

Termination of natural-gas service to Anaconda would carry in 
its wake a series of effects which would result in what we consider 
grave public disadvantage. In such event, Anaconda would be re- 
quired to institute an immediate program of conversion to other fuels. 
The record contains a clear picture of the economic disadvantages of 
such a program. It is estimated that the total costs of conversion to 
oil at Anaconda’s three main plants would approximate $225,000, with 
an increase in yearly operating costs of $2,971,895. The costs of con- 
version and use of coal would be even greater. These increases are 
estimated at $3,750,000 for conversion, and $3,585,570 in yearly op- 
erating costs. Technological difficulties also are anticipated from such 
a changeover since some metallurgical processes developed with the 
use of natural gas as a fuel may be impossible with other fuels, and 
in any event, would require experimentation before utilization. 

Although oil appears to possess feasibility as a substitute fuel, it 
is clear that coal cannot be used at all in certain copper refining proc- 
esses. In the light of contentions made by the intervening coal, labor, 
and railway interests, the unanimous declaration of witnesses for 
Anaconda that oil would be used in the event of conversion becomes 
significant as we shall see. 

It is important to note the ultimate result of the economic dis- 
advantages to which reference has been made. The impact of these 
disadvantages would fall directly upon Anaconda’s so-called marginal 
ore mining operations which, according to the testimony, are de- 
pendent to a large extent upon the maintenance of the present levels 
of fuel costs. The record shows that continuation of present fuel 
costs will permit economically feasible processing of copper ores con- 
taining approximately 60 pounds of copper per ton of ore. Increase 
in these fuel costs would result in abandonment of processing this 
marginal type ore and the consequent lowering of gross copper output 
by Anaconda. The record also points to lowered zine production by 
Anaconda if fuel costs increase and zinc concentrates from outside 
sources, which are treated on a toll basis, are diverted because of 
higher processing costs. 

It is reasonable to conclude from the record that termination of 
natural-gas service to Anaconda would, at least temporarily, inter- 
rupt its present operations and output of strategic metals, and cer- 
tainly would decrease its total output when operations recommenced. 
There would ensue obvious detriment to the Nation’s defense program. 
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GAS SUPPLY 


In order to avoid termination of service to Anaconda, applicant 
seeks to obtain from sources in Canada sufficient volumes of natural 
gas to meet Anaconda’s requirements. 

Estimates contained in the record indicate that there is a total net 
marketable reserve of 305.7 billion cubic feet of natural gas in the 
Pakowki Lake area of Alberta. Under the limitations imposed by 
the Canadian authorizations, applicant will be permitted to remove 
gas from the Province only during the 5-year period commencing 
April 7, 1951, and ending April 7, 1956. Thus the maximum volumes 
which may be removed will approximate only 14.33 percent of the 
foregoing total reserve. It is apparent that a sufficient gas supply 
underlies applicant’s proposal. 

We have given consideration to various other factors ordinarily 
considered in connection with applications for certificates of public 
convenience and necessity in order to determine whether applicant’s 
proposal is inconsistent with the public interest. We find that the 
proposed facilities required to transport the additional volumes of 
natural gas to be imported from Canada will be adequate to perform 
the service proposed within the limitations imposed by the Canadian 
authorizations and by the permit which we propose to grant in these 
proceedings. We also find that the estimates of the cost of con- 
struction of such facilities are based upon actual costs already incurred 
or upon quotations from contractors, and that they appear to be 
reasonable. With respect to the proposed market, it already has been 
shown that such gas will be made available exclusively to Anaconda, 
and that there is a definite need for the gas by that company. An 
examination of the proposed revenues which the record shows will be 
derived from sale of the gas to be imported reveals that—measured 
against estimated costs of construction, operation, and maintenance 
of the proposed facilities—the project will be economically feasible. 
The record supports applicant’s plan to assess the additional costs 
resulting from the proposed importation solely against Anaconda. 
The record also shows that, in the event that natural gas from Cana- 
dian sources does not become available to applicant, it is reasonable 
to expect that an increase in rates to domestic and commercial con- 
sumers on applicant’s system may be required. We conclude that 
applicant’s proposal presents no inconsistency with the public interest. 


CONTENTIONS OF INTERVENING COAL AND ALLIED INTERESTS 


We are not unaware of the many and varied adverse effects of 
displacement of coal by natural gas to which our attention has been 
called by intervening coal, labor, and railway representatives. These 
effects are well known, and have been considered by this Commission 
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in numerous proceedings which have been before us heretofore in 
connection with applications for certificates of public convenience and 
necessity. In each instance, we have given careful consideration to 
the public interest involved where the record clearly showed that loss 
of coal market would result directly from action on our part. How- 
ever, we do not discern from the record in these proceedings that 
applicant’s proposal would have the result of displacing coal in any 
manner. 

Anaconda presently uses natural gas as a fuel in all its operations. 
It would be contrary to the uncontradicted testimony of its witnesses 
to assume that conversion to other fuels would involve the use of 
coal. Applicant also proposes to continue its present service and 
maintain a normal rate of growth in markets presently served whether 
or not it receives additional gas from Canadian sources. Taken to- 
gether, these circumstances compel the conclusion that no coal will 
be displaced either directly or indirectly by permitting the importa- 
tion proposed. 

We conclude, therefore, that there is no justification in the record 
for a finding that applicant’s proposal presents an inconsistency with 
the public interest as represented by interveners voicing the opposition 
of the coal industry and affiliated interests. 

We believe it appropriate to note in passing two arguments urged 
by these interveners with respect to the procedure followed in the 
proceedings and the possible precedent resulting from favorable 
action upon the applications filed herein. 

First, they contend that further hearings should be held princi- 
pally to examine into events forming the basis for the enabling legis- 
lation enacted by the Legislative Assembly of the Province of Alberta. 
Our order denying interveners’ motion for a further “adjourned” 
hearing made it clear that we deemed such further hearing neither 
necessary nor appropriate in the public interest. We reassert that 
view and point out additionally that such an inquiry into the motives 
of the legislature in enacting The Gas Export Act would be a highly 
improper departure from established legal precedents. 

Second, interveners contend that the grant of the permit requested 
of this Commission would in some manner establish a precedent for 
future favorable action upon other applications to import natural 
gas. The answer is that each case must, and will, be decided on its 
own facts. 

TERMS AND CONDITIONS 


We believe it appropriate to limit the proposed importation in exact 
accordance with the Canadian authorizations, and our order will be 
so conditioned. 

Specific limitations will also be included with respect to the term 
of the permit and the volumes to be imported. 
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We are of the opinion that it is necessary to require applicant to 
make periodic reports to the Commission showing details with respect 
to the exact quantity of gas imported during the term of the permit. 
Our order will include an appropriate condition with respect to the 
keeping of records and filing of reports. 

As we have already found, the natural gas which is proposed to 
be imported will be used exclusively to render service to Anaconda. 
It is thus appropriate that none but Anaconda be required to pay 
directly or indirectly for the costs of construction, operation, mainte- 
nance, or depreciation of the facilities required to bring the gas into 
applicant’s system. Applicant has stated that any increase in the 
cost of gas resulting from the proposed importation will be borne by 
Anaconda. 

In connection with the amortization of the net investment in the 
additional facilities necessary to carry out the proposed importation, 
applicant has stated that, during the 5-year period of the permit, it 
proposes to amortize this investment on a 25-year basis. In the event 
that it is unable to obtain a renewal of the permits or to procure new 
authorizations, it proposes to enter into negotiations with Anaconda 
with a view toward sharing the remaining net investment, if possible. 
Should such negotiations fail, applicant states that it then will bear 
the entire loss itself. 

But if the benefits of the service are to flow exclusively to Anaconda, 
it should assume the risk. Our order will be appropriately condi- 
tioned to this end. 


Order authorizing importation of natural gas into the United States 
from a foreign country 


The Commission finds: 

(1) Applicant, The Montana Power Co., a New Jersey corporation 
having its principal place of business at Butte, Mont., owns and oper- 
ates, among other facilities, a natural-gas transmission pipeline sys- 
tem located in the State of Montana, is engaged in the production, 
purchase, transmission, and sale of natural gas produced in the State 
of Montana and in the retail distribution of such gas to domestic, 
commercial, and industrial customers within the State of Montana; 
and applicant is a “person” within the meaning of section 2 (1) and 
section 3 of the Natural Gas Act. 

(2) The importation of natural gas by applicant will be consistent 
with the public interest, and should be authorized as hereinafter 
ordered and conditioned. 

The Commission orders: 

(A) The Montana Power Co. be and it hereby is authorized to 
import natural gas from the Province of Alberta, Dominion of 
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Canada, into the United States in the manner, to the extent, upon the 
conditions, and at the point specified in its application filed in docket 
No. G—-1712 on June 14, 1951, as supplemented on September 11, 1951. 

(B) The importation of natural gas hereby authorized shall be 
accomplished in exact accordance with the act of the Legislative As- 
sembly of the Province of Alberta, Canada, assented to April 7, 
1951, and entitled “An Act to Permit the Temporary Export of Gas 
to Montana for Essential Defence Production,” and with the permit 
issued on June 11, 1951, by The Petroleum and Natural Gas Conser- 
vation Board of the Province of Alberta, Canada, to MeColl- 
Frontenac Oil Co., Ltd., and the Union Oil Co. of California authoriz- 
ing the removal of gas from the Province and the delivery thereof to 
the Montana Power Co. under the provisions of “The Gas Export 
Act,” being chapter 36 of the Statutes of Alberta, 1951. 

(C) The natural gas imported under this authorization shall not 
exceed 10 billion cubic feet on an annual basis nor 40 million cubic 
feet on a maximum daily basis, and such gas shall be used by The 
Montana Power Co. exclusively for the requirements of the Anaconda 
Copper Mining Co. (Anaconda) for its smelter and reduction works 
at Great Falls, Mont., its smelder and reduction works at Anaconda, 
Mont., its mining operations at Butte, Mont., and its operations at 
East Helena, Mont. 

(D) The Montana Power Co. shall make, keep, and preserve full 
and complete records with respect to the natural gas herein authorized 
to be imported, and shall furnish to the Commission, on or before 
February 1 of each year, reports showing, by months, the quantities 
of gas imported during the preceding calendar year together with the 
volume imported on the peak day of such year, and the volumes 
delivered, by months, and on the peak day, to each of Anaconda’s 
plants during such period; and such other reports, with respect to 
such importation, as the Commission may hereafter deem necessary 
and in such form and manner as the Commission may prescribe from 
time to time. 

(E) The authorization herein granted shall not extend beyond 
April 7, 1956. 

(Ff) This authorization to import natural gas from Canada shall 
not be transferred in any manner whatsoever, but such authorization 
shall continue in effect for a reasonable time in the event of the invol- 
untary transfer of facilities used thereunder by operation of law (in- 
cluding transfers to receivers, trustees, or purchasers under fore- 
closure or judicial sale) pending the making of an application for 
permanent authorization and decision thereon, provided notice is 
promptly given in writing to the Commission accompanied by a state- 
ment that the physical facts relating to sufficiency of supply, rates, 
and the nature of use remain substantially the same as before the 
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transfer and as stated in the initial application for such authorization. 

(G) None of the costs of importing natural gas during the effective 
period of this authorization, including the costs of operation, mainte- 
nance, and depreciation of any facilities necessary for or incidental 
to such importation shall be assessed directly or indirectly against any 
customer of The Montana Power Co. other than the Anaconda Copper 
Mining Co., for whose exclusive use the volumes of gas imported 
under this authorization are hereby limited; and applicant shall enter 
into a contract with Anaconda and shall furnish to the Commission, 
within 60 days after the issuance of this order, a duly conformed 
copy thereof, certified by applicant, which shall provide that, upon 
expiration of the authorization granted herein, Anaconda shall reim- 
burse applicant for such portion of the remaining net investment in 
the additional facilities as is represented by facilities which are no 
longer used or useful in the public service in which applicant is then 
engaged. 

(H) This authorization shall be effective only so long as applicant 
continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and of this order and any modifi- 
‘ation hereof or supplement hereto. 

(1) The authorization herein shall be effective only if a Presi- 
dential Permit, be issued to The Montana Power Co. pursuant to its 
application made in docket No. G-1717, and only to the extent of and 
subject to the provisions of any such permit, and only if The Montana 
Power Co. shall accept, without qualification, in writing and under 
oath, that permit and this authorization within 30 days from the date 
of issuance of each. 

(J) Nothing contained herein, nor the authorization granted by 
the issuance of this order, shall be construed as constituting a waiver 
of the requirements of section 7 of the Natural Gas Act. 

Adopted: December 19,1952. Issued: Fe bruary 6. 1952. 

Smiru, Commissioner, concurring: 

I fully agree that the importation of natural gas as proposed herein 
is consistent with the public interest and should be authorized. In my 
view, however, the transportation involved, to the extent that it takes 
place within the United States, is subject to the jurisdiction of this 
Commission. I think, therefore, that the authorization should be 
issued subject to a condition requiring applicant to secure an appro- 
priate certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act, similar to that required in the Reynosa 
case, 4 F. P. C. 282 (1945) ; 167 Fed. 2d 804 (1948); contra Border 
Pipeline Co. v. Federal Power Commission, 171 Fed.2d 150 (1948) ).? 

Issued: February 5, 1952. 


1 Both of those cases involved the export, rather than, as here, the import of natural gas 
pursuant to section 3 of the act. 





In THE MATTER OF 


SOUTH CAROLINA PUBLIC SERVICE AUTHORITY 


Proceeding upon Applications for Exemption from Payment of 


Annual Charges Pursuant to Section 10 (e) of the Federal Power 
Act 


Project No. 199 
(Adopted February 5, 1952; Issued February 13, 1952) * 


Syllabus 


. In proceeding to determine whether Authority is entitled to exemption from 


payment of annual charges as provided in section 10 (e) of Federal Power 
Act, Commission concludes that the project was not primarily designed to 
provide or improve navigation within meaning of section 10 (e) ; and there- 
fore Authority is not entitled to such exemption. VT. 34. 

Since the excess revenues collected by Authority are held to constitute a 
“profit” within meaning of exemption provision of section 10 (e), Authority 
is not granted an exemption from payment of annual charges on basis of its 
claim that under its enabling act it is incapable of making a profit. P. 34. 


. In determining the cost of a particular sale made by a hydroelectric project 


during period when all the power that can be produced is sold, and installed 
and dependable capacity remain constant, the proportion of net capacity 
cost assignable to firm capacity component and proportion assignable to 
energy component should be related to cost factors and not to sales factors. 
P. 39. 

Authority's claim for partial exemption from payment of annual charges, on 
ground that it made sales of project power to one customer without profit, 
is rejected in view of fact that its overall operations show a profit and no 
convincing proof is shown on record to establish that sale was made at a 
loss. P. 40. 

Commission finds that Authority is entitled only to exemption from charges 
on basis of two claims for partial exemption in total amount of $5,669.44. 
P. 42. 


Drarer, Commissioner, dissenting. 


J 


Richard M. Jefferies, William D. Simpson, and Robert McC. Figg, 


r., for South Carolina Public Service Authority. 


Willard W. Gatchell and John C. Mason for staff of Federal Power 


Commission. 


*Designated Commission opinion No. 224. 
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SOUTH CAROLINA PUBLIC SERVICE AUTHORITY 


By tHe CoMMISSION : 
Opinion 


South Carolina Public Service Authority (hereinafter referred to 
as Authority or licensee) is the licensee under the Federal Power Act 
for project No. 199, commonly known as the Santee-Cooper project, 
located on the Santee and Cooper Rivers in South Carolina and divert- 
ing all of the flow of the Santee, except for 500 cubic feet per second, 
into the Cooper River watershed. 

This is a consolidated proceeding upon six separate applications 
filed by the Authority for exemption from payment of annual charges 
for each of the calendar years 1942 to 1947, inclusive, pursuant to the 
provisions of section 10 (e) of the Federal Power Act and the Com- 
mission’s rules and regulations. 

The Authority has paid, under protest, $83,957.40, which is the 
total amount of annual charges stated by the Commission to be due for 
the years 1942 to 1947, inclusive, and the annual charges so paid are 
on special deposit in the Treasury of the United States, subject to 
any refund the Commission may make as a result of its determination 
of the matter here in dispute. 

On April 23, 1946, the Commission ordered that a hearing be held 
on the application for exemption from payment of charges for the year 
1942, and by later orders the applications for the subsequent years 
through 1947 were consolidated with the former application, and a 
hearing was ordered on all of the applications. The hearing com- 
menced December 5, 1949, was recessed on December 13, 1949, and was 
finally completed by further hearing on April 13-15, 1950. 

Subsequent to the hearing, the examiner filed his initial decision 
and order granting partial exemption from payment of annual 
charges in the total amount of $5,669.44 for the years 1942 to 1947 
inclusive, this partial exemption being granted on the licensee’s claims 

(1) that a portion of the project power was sold without profit during 
the year 1942 and (2) that a portion of the project power was used 
by the licensee for State or municipal purposes in each of the years 
involved. 

Exceptions were filed by counsel for the Authority to some of the 
examiner’s findings of fact and conclusions of law and to the exam- 
iner’s order and two of the principal questions raised by the exceptions 
were argued orally before the Commission by counsel for the Author- 
ity and by counsel for the Commission staff. 

Since the record shows conclusively that the Authority is entitled 
to exemption, as found by the examiner, in the total amount of 
$5,669.44 on the two claims stated above, we need consider only those 
claims which Authority contends entitle them to total exemption or to 
additional partial exemption. 
304039—57——-4 
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The Commission determined by its order of May 6, 1949 in this 
matter that the licensee is a municipality within the terms of section 3 
(7) of the act, and it is, therefore, qualified within the meaning of 
section 10 (e) of the act and section 11.24 of the Commission’s rules 
and regulations to claim total or partial exemption from payment of 
annual charges. 

A preliminary permit for project No. 199 was issued September 14, 
1921, to Columbia Railway & Navigation Co., a South Carolina cor- 
poration, and a license was issued to the same company on April 2, 
1926, authorizing the construction, operation, and maintenance of cer- 
tain project works for the development and improvement of naviga- 
tion and for the development, transmission and utilization of power 
across, along, from or in the Santee River and the Cooper River, 
navigable waters of the United States. 

South Carolina Public Service Authority acquired the rights of 
Columbia Railway & Navigation Co., by an assignment and transfer 
dated March 17, 1939, which was formally approved by the Commis- 
sion by its order of April 4, 1939, making such transfer effective as 
of April 1, 1939. 

The provisions of the act authorizing assessment of annual charges 

and granting states and municipalities an exemption from payment 
of such charges under specified conditions are contained in section 10 
(e), the pertinent parts of which are as follows: 
* * * the licensee shall pay to the United States resonable annual charges in an 
amount to be fixed by the Commission for the purpose of reimbursing the United 
States for the costs of the administration of this Part; for recompensing it for 
the use, occupancy, and enjoyment of its lands or other property; * * * and 
in fixing such charges the Commission shall seek to avoid increasing the price 
to the consumers of power by such charges, and any such charges may be ad- 
justed from time to time by the Commission as conditions may require: * * * 
Provided further, that licenses for the development, transmission, or distribution 
of power by States or municipalities shall be issued and enjoyed without charge 
to the extent such power is sold to the public without profit or is used by such 
State or municipality for State or municipal purposes, except that as to projects 
constructed or to be constructed by States or municipalities primarily designed to 
provide or improve navigation, licenses therefor shall be issued without 
charge; * * * 

Section 7 of the Commission’s regulation 14—Annual Charges—as 
amended June 6, 1921, reads as follows: 

No exemption shall be made from payment of annual charges for the use of 
xovernment dams or of tribal lands within Indian reservations, but licenses 
will be issued without charge— 

A. For the development, transmission, or distribution of power by States or 
municipalities, to the extent that the power developed under the project is sold 
to the public without profit, or is used by such State or municipality for State 


or municipal purposes. As to all power so developed which is sold for profit, 
such of the foregoing provisions for charges shall apply as may be applicable. 
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B. For all projects constructed or to be constructed by States or municipalities 
primarily designed to provide or improve navigation. 

The questions to be decided are: 

1. Was the project that has been constructed under and pursuant to 
the license, as amended and as issued to Columbia Railway & Naviga- 
tion Co., and now held by South Carolina Public Service Authority, 
primarily designed to provide or improve navigation within the mean- 
ing of section 10 (e) of the Federal Power Act? 

2. Was all or part of the power generated by the project sold di- 
rectly or indirectly to the public (ultimate consumers) without profit 
during any one of the years 1942 through 1947 within the meaning 
of section 10 (e) of the Federal Power Act? 

3. If the total project operations during any one of the years 1943 
through 1946 resulted in receipt of revenues in excess of total oper- 
uting expenses and other revenues and income deductions, is the li- 
censee for project No. 199 entitled to a partial exemption from pay- 
ment of annual charges under the provisions of the act on the ground 
that project power was sold without profit to one of its ultimate con- 
sumer customers during such year? 


REVIEW OF EVIDENCE AND FINDINGS AND CONCLUSIONS ON NAVIGATION 


As background for the Authority’s principal contention in this pro- 
ceeding, a wealth of historical data has been put in evidence respecting 
the Old Santee Canal. While we find such evidence to be very in- 
teresting, extended discussion of it is not necessary for our decision 
on the issues presented for determination here. 

It is sufficient to say that the Santee Canal, together with necessary 
locks, was opened in 1800 to carry water-borne traffic from a point 
somewhat below Ferguson on the Santee River to the tidal waters 
of the Cooper River; the canal was abandoned and the charter of the 
Canal Co. was abrogated in 1850; none of the facilities of the canal 
has been reconstructed since that date; and no part of the canal is now 
utilized for navigation. In the circumstances, the fact that the Old 
Santee Canal was primarily designed to provide or improve navi- 
gation is of little aid to us in our consideration and determination of 
the primary purpose of the existing Santee-Cooper project which, of 
course, varies substantially in design from the Old Santee Canal. 

A report! of the Division Engineer, South Atlantic Division, to the 
Chief of Engineers, U. S. Army, made in October 1942, furnishes sta- 
tistics of the commerce on the Santee and Congaree Rivers between 
1890 and 1940, which shows considerable traffic, both as to volume 
and value, mainly downstream on the Congaree and Santee from Co- 
lumbia to Georgetown. In June 1941 the Santee River was closed 


1 Sen. Doc. No. 189, Exhibit 2, 77th Cong., 2d Sess. (1942). 





16 FEDERAL POWER COMMISSION 


to navigation at Wilson Landing by construction of the Santee Dam 
of the Santee Cooper project. 

With respect to difficulties attending navigation, and regarding 

prospective commerce above the Santee Reservoir of project 199, that 
report states (p. 28): 
The most serious handicap to navigation is the wide fluctuation of stage in the 
Congaree River resulting from intermittent power-plant operation on the head- 
waters. Sufficient depth for economical transportation is not available even 
while the power plants are operating, and when these close down over the 
week-end or at other times, the water level in the river falls even considerably 
lower. Navigation is also hazardous during infrequent major freshets on ac- 
count of fallen timber and debris brought into the channel from the wooded 
swamps bordering Congaree and Santee Rivers. 

The following excerpt from the Division Engineer’s report last 
mentioned briefly summarized the development of the project and 
its importance as both a navigation and power project (p. 22) : 

The total cost of the [Santee-Cooper] project has been over $57,000,000 and it is 
among the more important hydroelectric and navigation developments in the 
United States. * * * 

In addition to the production of power by the Santee-Cooper project, the creation 
of the reservoir lakes and provision of the lock in the Pinopolis Dam have pro- 
vided a navigable waterway at least 10 feet deep between Charleston and the 
head of Santee Reservoir, about 57 miles downstream from Columbia, 8. C. 
This waterway connects at Charleston with the Intracoastal Waterway, which 
affords 12-foot depth from Delaware Bay to Jacksonville, Florida. The Intra- 
coastal Waterway also crosses the North Santee 434 miles above its mouth. 
From that intersection upstream to the Santee Dam, controlling depths of 6 
feet are usually available. The absence of a lock in the Santee Dam, however, 
precludes through navigation by way of the lower Santee. 

History of project No. 199.—The Columbia Railway & Navigation 
Co. was organized late in the year 1913 under the laws of South Caro- 
lina, at which time it acquired the floating plant and other property 
of the New York, Columbia & Georgetown Steamship Co., which for 
a number of years had operated a line of freight boats on the Congaree 
and Santee Rivers between Columbia and Georgetown. The Columbia 
Co. added to the floating plant and continued to operate until July 
1918 when the service was abandoned due to conditions brought on by 
World War I. A profitable freight business was apparently carried 
on for a few years but by 1917 the volume had dwindled to about 
2,000 tons. 

The first affirmative action of record looking toward the develop- 
ment of the Santee-Cooper project as it is known today was the in- 
troduction of a bill in Congress in 1919 which, however, never became 
law. Such bill would have authorized the Columbia Railway & Navi- 
gation Co. to construct, maintain and operate a canal connecting the 
Santee and Cooper Rivers in the State of South Carolina, subject to 
certain conditions to be imposed by the Chief of Engineers and the 
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Secretary of War in the interests of navigation. That bill also pro- 
vided that the Secretary of War was not to approve the construction 
of the canal until a survey had been made to determine that the con- 
struction would not in any way injure the navigation of the Santee 
River. Due to that proviso of the proposed bill, a survey of the 
Santee River was made by G. E. Verrill, assistant engineer of the 
Charleston District, which survey and report is in evidence as a part 
of the application for preliminary permit. 

Because of the passage in June 1920 of the Federal Water Power 
Act, no further action was taken on the proposed bill and on March 
28, 1921, the Columbia Railway & Navigation Co. filed its application 
for a preliminary permit for project No. 199 pursuant to provisions 
of the Power Act. 

The emphasis of Authority’s argument respecting the true meaning 
to be ascribed to the expression “primarily designed to provide or 
improve navigation,” as it is used in section 10 (e), appears to be 
upon the intention of Authority at the time it obtained a transfer of 
the license from the original permittee and licensee, and that Author- 
ity is not bound by what transpired prior to the issuance of the license. 
The best evidence of what is intended is often more clearly revealed 
by conduct and formal documents than by parol evidence, although 
under section 8 of the act, we cannot ignore the events leading up to 
issuance of the license originally. 

The application for preliminary permit stated that the location of 
the proposed project is in Berkeley and Orangeburg Counties, S. C., 
on the Santee and Cooper Rivers, which are: 
navigable and carrying commerce to the following extent: No commerce at 
present on Santee River. Cooper River empties into Charleston Harbor and is 
a tidewater stream. Principal commerce of Charleston, S. C., is carried on this 
river, but there is no commerce at the point contemplated to be used by 
applicant. 

The proposed scheme of development for the project is described 
as follows: 


To build a navigable canal beginning at a point near Ferguson on the Santee 
River and running in a southeasterly direction to the headwaters of the Cooper 
River near Moncks Corner, in Berkeley County, 8. C. The length of the canal 
will be approximately twenty-four miles and not less than ten feet deep; and 
of sufficient width and slope to divert one-half of the normal low water flow of 
the Santee River through the canal into the Cooper River. 

To build and operate a hydroelectric powerplant near the southerly terminus 
of the canal. 

The carrying out of this project will provide a direct water connection be- 
tween Columbia, S. C., and Charleston, S. C., which is South Carolina’s most 
important port. 

The proposed use of market for the power to be developed is as follows: 

Supplying electric current for use for power and lighting in Charleston and 
other cities and towns, and in industrial and manufacturing plants in the 
vicinity. 
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At the date of filing the application for preliminary permit Colum- 
bia Railway & Navigation Co. was not authorized by its charter to 
engage in the operation of hydroelectric properties, but shortly prior 
to filing the application the company had applied to the Secretary 
of State of South Carolina for an amendment of.its charter so as to 
enable the company to have all the powers and privileges of electric 
light and power companies under the laws of South Carolina. Such 
amendment of the charter was thereafter granted. 

The Verrill Report, hereinabove mentioned, was incorporated as a 
part of the application for preliminary permit. The following ex- 
cerpt from such report gives an engineer’s analysis of the inchoate 
proposed development as conceived at that time: 

16. No detailed plans have apparently been perfected by the Columbia Rail- 


way & Navigation Co., but the general scheme, as outlined by the company’s 
officers, consists of : 


(1) A eanal connecting the Santee River at a point about a mile below the 
Ferguson landing (about 99 miles above the mouth of the river), with the head- 
waters of the Cooper River, which empties into Charleston Harbor and forms 
the easterly and most important branch of that harbor. No diversion dam or 
similar structure is proposed where the canal leaves the Santee, simply an open 
cut through the adjacent low land which is subject to overflow. Where this 
cut strikes the higher land of the ridge between the Santee and Cooper Rivers 
it is proposed to locate a guard lock with gates high enough to prevent drowning 
of the canal, even at the highest stages of the river. At the other (southerly) 
end of the canal would be located one or more locks by which might be made 
the descent to Biggin Swamp, a tributary of Cooper River. An undetermined 
amount of excavation in both Biggin Swamp and the upper portion of the Cooper 
River would doubtless have to be done. The proposed cross-section of the canal 
proper is to be at least 200 feet wide on bottom with depth of 10 feet and slope 
of % foot per mile. The length of the canal is estimated at about 25 miles, 
making the total fall about 1214 feet, which would reduce the available head 
at the lower end of the canal to about 30 feet, the exact amount depending 
on the height, which has not been determined, of the upper portion of Biggin 
Swamp above mean sea level. The size of the locks has not been definitely 
fixed as it depends largely upon the type and size of vessels to be used and this 
is still under consideration. The present plan is to uSe flat-bottomed barges 
and deck scows carrying about 150 tons each on draft of not over 3 feet and to 
handle them in tows of two, four or six, with two different types of oil-burning, 
steam tow-boats. One type to be tunnel boats drawing not over 3 feet, which 
would handle the tows between Columbia and the point where the canal leaves 
the Santee, and the other type to be ordinary propeller boats drawing about 6 
feet, which would handle the tows in the canal and Cooper River. * * * So far 
as I can learn no approximate location for the proposed canal has been adopted, 
except for the northerly end, and in a very general way, for the southerly end; 
no reliable estimate has been made of the amount of material to be excavated, 
and the location, size and number of the locks has not been determined. Under 
these conditions it is evident that not even an intelligent guess can be made of 
the probable cost but it would certainly by very large. * * * 

(3) A power station and hydroelectric development at the southerly end of 
the proposed Santee-Cooper Canal, by which a large amount of power (esti- 
mated at from 15,000 to 20,000 horsepower), would be generated. This part of 
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the scheme is indispensable to the success of the entire project. As it is not 
proposed to charge any tolls on the canal or make any discrimination against 
its use by vessels not belonging to the Columbia Railway & Navigation Co., it is 
obvious that no private company could undertake a work of such magnitude 
unless it could be made to yield other returns besides those received from the 
transportation of freight. The only practicable method of obtaining such re- 
turns is by the development of hydroelectric power in sufficient quantity to pay 
the interest on the first cost of the canal, the taxes and at least a considerable 
part of the maintenance and operation charges. If this cannot be done the 
entire scheme must be abandoned. The details of this part of the project are 
apparently very vague. 

A formal public hearing respecting the subject matter of the appli- 
cation for preliminary permit was held at Charleston on May 10, 1921. 
During such hearing one T. C. Williams, then director and officer of 
Columbia Railway & Navigation Co. (and now deceased) testified with 
regard to the purposes of the proposed project as follows: 

This canal matter was brought to my attention by Major Thomas B. Lee and 
I undertook to get a bill through Congress authorizing us to construct a canal 
from the Santee to the Cooper River for the purpose of navigation. Our purpose 
is to develop sufficient horsepower to pay for the construction of the canal. * * * 
We are not only a hydroelectric concern; we are asking permission to dig this 
canal for the purpose of navigation, as well as to develop and sell electric power. 

Sixteen years later, in litigation between the South Carolina Public 
Service Authority and Carolina Power & Light Co. and others, Mr. 
Williams confirmed his earlier testimony as follows: 

I began the investigation of a practicable navigation channel between Columbia 
and Charleston in 1914, I think, soon after we started the boats. * * * When 
I became interested in the canal [1914] I wanted to use it for navigation and 
didn’t have in mind any other purpose at first. 

The preliminary permit was issued by the Commission September 
14, 1921 “for the sole purpose of maintaining priority of application 
for a license” (section 5 of act). Article 1 of the permit limited the 
term to two years and described the project as: 

A navigable canal twenty-four miles long, not less than ten feet deep, and 
having a width sufficient to carry the water which may be authorized for 
diversion from the Santee River through the canal, beginning at a point near 
Ferguson in Orangeburg County, on the Santee River and running in south- 
easterly direction to the headwaters of the Cooper River near Moncks Corner 
in Berkeley County, and a hydroelectric plant to be located near the southerly 
terminus of the canal, all as located and described by certain maps and data 
filed with and made a part of said application for preliminary permit. 

The application for license for Santee-Cooper project No. 199, exe- 
cuted by T. C. Williams as vice president and secretary of Columbia 
Railway & Navigation Co., was filed on September 13, i923. In the 
interval between filing applications for preliminary permit and for 
the license, while the permittee was securing the data and performing 
the acts required by section 9 of the act and the terms of the permit, 
the proposed development was modified materially. 
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The application for license states that : 


The proposed scheme of development for the project is as follows: The con- 
struction of a low diversion dam across the Santee River at a point near 
Ferguson; the construction of a head canal of sufficient width and depth to 
carry about 5,000 cubic feet per second, extending in a southeasterly direction 
across Orangeburg and Berkeley Counties, for a distance of approximately 15 
miles; the construction of an earth storage dam across the valley of the head- 
waters of the Cooper River at a point about 3% miles north of Moncks Corner, 
and about % mile west of the Atlantic Coast Line Railway; said dam to create 
a large storage reservoir. Approximately midway of the dam, the construction 
of a concrete powerhouse, from which the tailrace will be excavated of sufficient 
width and depth to take care of the water passed by the powerplant and extend- 
ing in a southeasterly direction aproximately four miles along the route of the 
Old Santee Canal to the headwaters of the Cooper River; the construction 
of a high tension transmission line extending southeasterly to the city of Charles- 
ton and northeasterly to the towns of Andrews, Georgetown and Conway, and 
connections to such other towns or municipalities in the area tributary to the 
project as the demands for power may require. 

The proposed use or market for the power to be developed is as follows: 
Generally, it is proposed to supply power to cities and municipalities within 
the range of the transmission line described under section 3, in such quantities 
and at such rates as would encourage municipalities or existing power distribut- 
ing companies to accept and utilize power from this project and expand their 
business, thus promoting the industrial progress of the territory tributary 
to this project. 


An examination of the application for license shows that a lock 
was contemplated in the diversion dam on the Santee River at Fer- 
guson, the dimensions of which were to be 55 feet in width by 182 feet 
in length, but no lock was proposed for construction at the powerhouse 
and dam at Pinopolis, near Moncks Corner. 

The application for license was supplemented, shortly after its 
filing, by a letter under date of October 20, 1923, from Columbia Rail- 
way & Navigation Co. by its vice president T. C. Williams, addressed 
to Colonel Jadwin, District Engineer, Corps of Engineers, U.S. Army. 
Over the Authority’s objection the letter was received in evidence 
and pertinent paragraphs thereof read as follows: 


At the present time there is no hydroelectric power supplied within the 
territory which may be served by this project and there is an intensive demand 
for the same. 

A survey we have made of the power required in the area within transmitting 
distance indicates that within the time that our first installation can be con- 
structed there will be a potential market for over two hundred million kilowatt- 
hours annually, or more than twice the demand we will be able to supply. 

Since the preliminary permit was granted us, we have been approached by a 
large number of representatives of municipalities, corporations and others in 
the territory needing power, asking us to furnish it. It is obvious that until 
we had received our final license we were not able to make commitments. As 
soon as license is obtained, it is proposed to immediately arrange tentative con- 
tracts for the disposal of the power output of the plant to the best advantage of 
the communities served and of the development itself. * * * 
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It is a great disappointment to the officers of the Columbia Railway & Navi- 
gation Co. that the investigations of this project by the engineers who have been 
at work on it clearly show that if the hydroelectric development is burdened with 
the cost of those features which are required solely in the interest of navigation, 
it will be impossible to finance the proposition. The Columbia Railway & Navi- 
gation Co. however, through this proposed new development, will make a new 
waterway available which will be of benefit to Charleston, the adjoining coast 
towns and the entire central and Piedmont sections of South Carolina. 

The complete development of this new navigation route is fundamentally a 
government function. 

It is the purpose of the Columbia Railway & Navigation Company to provide a 
navigable channel from the Cooper River up to the storage dam near Pinopolis 
of not less than 10 feet depth and to provide a navigable channel from the storage 
basin and through the head canal up to the Santee River at Ferguson for the 
free use of the public and of the United States Government for the purpose of 
navigation and we respectfully submit that you would be warranted in recom- 
mending that the Government construct the necessary structures to make avail- 
able for public benefit, the new short route made available by this hydroelectric 
operation. 

For the foregoing reasons no references were made to the construction of a 
complete navigable waterway in our final application for license. 


The application for license was further amended on April 17, 1924, 
by a revision of an exhibit to the application wherein it is stated: 


The initial development will be equipped with four vertical Francis type turbines 
set in concrete scroll cases and discharging into some approved type of streading 
draft tube. Each turbine will develop, under the initial net head of 42 feet, 
approximately 10,700 horsepower, but will be designed so that when the head 
is later raised to 581%4 feet net head, it will deliver approximately 17,400 horse- 
power at full gate opening. * * * For the ultimate development the power- 
house will require three more hydroelectric units as above described, which 
will be installed in an extension of the easterly end of the first plant. 


In July 1924, pursuant to the terms of the second proviso of sec- 
tion 4 (e) of the act, the Commission obtained a report with recom- 
mendations from the Chief of Engineers, U. S. Army. ‘That report 
dealt with the estimated cost, and the navigation features, of the 
project as initially proposed in the application for license as amended 
in April 1924. The report noted that the estimated costs did not in- 
clude construction of locks in the diversion canal or at the Pinopolis 
dam, and stated : 


The locks at the head of the diversion canal at Ferguson and in the power 
dam at Pinopolis—if and when constructed—should be equal to those at Colum- 
bia, viz: 55 feet wide and 182 feet usable length. The lift for the lock in the 
diversion canal will be the same as for the lock in the Santee River—11 feet for 
the initial and 21 feet for the ultimate development. The locks at the power 
dam will require an average lift of 53 feet for the initial and 63 for the ultimate 
development. * * * 

There is to be provided at the expense of the licensee, the lock for navigation 
in the Santee River, at the estimated cost of $170,000, the diversion canal four- 
teen miles long, $1,499,400, and the discharge canal from the power dam to the 
Cooper River, $233,300—a total of $1,902,700—which facilities would be avail- 
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able for navigation. Construction of the locks in the canal at Ferguson and 
near the powerhouse, at the expense of the applicant, at an additional cost of 
about $1,000,000, cannot reasonably be now required as a part of the 
project. * * * 

(c) That in addition to the navigation facilities included in the application, 
the licensee shall provide for, and construct, without expense to the United 
States, sidewalls for the headgates of a lock 55 feet wide, in place of two canal 
control gates at the head of the diversion canal near Ferguson, 8S. C., and also 
walls as may be necessary to the building of headgates for a lock 55 feet wide, 
near the power plant at Pinopolis, S. C., in accordance with plans and specifica- 
tions to be approved by the Chief of Engineers and the Secretary of War. * * * 

(f) That the licensee shall, in consideration of the normal diversion from 
the Santee River of 5,000 cubic feet per second of water for its initial develop- 
ment and 10,000 cubic feet per second for its ultimate development, so operate 
its project works as to permit a continuous minimum discharge past its lock and 
dam in the Santee River at Ferguson, of not less than 5,770 cubic feet per second 
corresponding with a reading of 3.7 feet on the Government gauge at Ferguson ; 
subject to such change as the Secretary of War may prescribe for the require- 
ments of navigation under the existing project, or for any modified project that 
may be adopted by Congress for the lower Santee River. 

On July 17, 1924, the Commission voted that, subject to approval 
by the Chief of Engineers and the Secretary of War of the plans and 
other structures affecting navigation, a license for 50 years should issue 
to Columbia Railway & Navigation Co., and shortly thereafter a 
draft of license was sent to the company with the request that it be 
executed and returned if the terms were acceptable, and further stated 
that if the license provisions respecting navigation were deemed bur- 
densome, the company should communicate with the Chief of 
Engineers. 

One of the recommendations in the Chief of Engineer’s report to the 
Commission required a release of 5,770 cubic feet per second of water 
past the proposed lock and dam on the Santee River at Ferguson in 
the interest of navigation. Such recommendation was adopted and 
became article 19 of the draft of license submitted. The Railway & 
Navigation Co. did not accept the license as submitted. In Septem- 
ber 1924 the company through its vice president, T. C. Williams, 
addressed a letter to the Commission requesting a modification of 
article 19, saying inter alia: 

Referring to article 19 in the draft of license. Your attention is respectfully 
directed to the enclosed letter from the Foundation Co. The information con- 
tained in this letter shows that the requirement of a continuous discharge in 
the Santee River below the diversion dam at Ferguson would seriously reduce 
the power production of the development, and would materially increase the 
cost of power which could be generated. And would probably impair the useful- 
ness for navigation of the canal; which will provide a most direct navigable 
waterway from Columbia to Charleston. It is therefore earnestly requested 
that article 19 in the license be so modified as not to require that more than 
the normal low water flow of the river be passed in the river below the Fergu- 
son diversion dam. And that the requirement to pass a given amount of water 
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in the river below the diversion be made conditional upon the order of the 
Secretary of War or Chief of Engineers of the U. S. Army, when in their judg- 
ment, it is necessary to meet the requirements of actual navigation. 

The company’s requested modification was submitted by the Com- 
inission to the Chief of Engineers with the recommendation that it be 
given careful consideration and stating that “The question seems to be 
one of weighing the relative advantages of the proposed power project 
against the advantages of having somewhat greater flow in the Santee 
River.” 

In December 1924 the Chief of Engineers formally reported to the 
Commission and recommended that article 19 be modified as follows: 

Article 19. The licensee shall, for the first 30 years of the period of this 
license, so Operate its project works as to permit a continuous minimum dis- 
charge in the Santee River below its diversion dam at Ferguson of not less 
than 4,120 cubic feet per second, corresponding to a reading of 2 feet on the 
government gauge at Ferguson, S. C.; and thereafter not less than 5,770 cubic 
feet per second, corresponding to a reading of 3.7 feet on the government gauge 
at Ferguson: Provided, That when the minimum flow of the Santee is less 
than said amounts, then the entire minimum flow shall be discharged past said 
dam. 


The Commission promptly submitted to the Railway & Navigation 
Co., a revision of the proposed license which incorporated the recom- 
mendations of the Chief of Engineers and submitted therewith copious 
excerpts from the Chief of Engineers’ report. Such revision was 
unacceptable to the company which, in July 1925, formally requested 
a second modification of article 19 of the revised draft of license, and 
in support of such request stated, infer alia: 

It is the feeling in South Carolina that the need of adequate and economic 
[sic] electric power for industry is of far greater importance to the prosperity 
and well-being of the State than navigation upon the Santee and Congaree 
Rivers. * * * The feeling now being manifested in South Carolina of the need 
of an immediate, adequate and economical power supply is further evidenced by 
a bill recently introduced by Dr. Olin Sawyer, Chairman of the Georgetown 
Delegation to the South Carolina Legislature, and Mr. McKissick of Greenville, 
which bill has passed both the House and the Senate. * * * 

The “bill” of the South Carolina Legislature just mentioned above 
was, in fact, a concurrent resolution of the legislature. Its receipt in 
evidence was objected to as irrelevant to the ultimate question of 
whether project No. 199 was primarily designed to provide or improve 
navigation, and also because it had “in effect” been repealed by the 
Legislature’s later action respecting the creation of South Carolina 
Public Service Authority. The concurrent resolution, however, was 
submitted by the Railway & Navigation Co., to persuade the Commis- 
sion and the Chief of Engineers again to change the provisions of 
article 19 so as to reduce the volume of water to be released continously 
past the Santee dam and lock in the interest of navigation. That con- 
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current resolution stated in the preamble that the draft of license 
tendered Columbia Railway & Navigation Co., requires the construc- 
tion of a lock in the proposed dam across Santee River at Ferguson 
at the company’s expense which would materially increase the cost of 
power and that all efforts to use the Santee River for navigation have 
proven a failure, have been abandoned, and the river is not used for 
navigation. ‘The resolution reads: 


Now, therefore, Be it resolved, by the House of Representatives, the Senate 
concurring: ‘That the requirement by the Federal authorities that Columbia 
Railway & Navigation Co., construct a lock in its proposed dam across the 
Santee River at or near Ferguson, S. C., will be a waste of money and will place 
an unnecessary burden on industries and citizens of the state using electric 
power from said development, and the federal authorities are hereby requested 
to so modify the provisions of the license for the Santee-Cooper Hydro-Elcetric 
power project as not to require the construction of a lock by said company and 
to permit the unrestricted use of the waters of the Santee River for the most 
feasible, efficient, and economical development of the electric power.’ 


The Commission submitted to the Chief of Engineers the company’s 
second request to modify article 19 and that official reported thereon, 
stating that: 


So long as there is no navigation on the river no objection is seen to the diver- 
sion of all the water needed by the licensee for the operation of its project works, 
provided that a minimum of 500 cubic feet per second is discharged into the 
Santee River below the diversion dam at Ferguson in order to permit the floating 
of logs and to prevent the stagnation of pools, breeding of mosquitoes, and injury 
to fish. 


He recommended that article 19 be again modified so as to read : 


The licensee shall so operate its project works as to permit a continuous dis- 
charge in the Santee River below its diversion dam at Ferguson of not less than 
500 cubic feet per second and of such additional amounts of water as in the 
opinion of the Chief of Engineers and the Secretary of War are necessary to 
protect the public rights of navigation; Provided, that the total amounts which 
may be so stipulated from time to time, shall be no greater than actually neces- 
sary for the requirements of present or immediately prospective navigation ; 
and, for the first thirty years of the period of the license, shall not be greater 
than 4,120 cubic feet per second and thereafter not greater than 5,770 cubic 
feet per second. 

However, article 19 as so modified was still not acceptable to the 
company, whose consulting engineer addressed a communication to 
the Chief of Engineers requesting a third modification of article 19. 
In support of the request the company’s consultant gave some of the 
reasons: 

(a) The Columbia Railway & Navigation Co. are fully cognizant of the require- 
ment that the Santee River, having been declared a navigable stream, must be so 
considered until the repeal of the act that made it so, notwithstanding the fact 
that commercial navigation does not exist upon it now nor has it existed for 


many years, the reasons for which are its tortuous route and the seasonal 
conditions of low water that make navigation impossible. 
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(b) The plans of this power project include the construction of a navigable 
canal approximately 14 miles in length, beginning at Ferguson and ending at 
Moncks Corner, at which point the power house is to be erected and where the 
power wheels will discharge their water into Cooper River. This canal will be 
of sufficient width and depth to permit navigation throughout its length and 
provide at the same time the shortest route to Charleston Harbor and the Intra 
coastal Waterway. 

(c) We urge that the discharge of 500 second-feet into the Santee at Ferguson 
provides, with proper canalization of the Santee River, a sufficient amount of 
water for the purposes of navigation, floating of logs, and the prevention of the 
stagnation of pools, breeding of mosquitoes, and injury to fish, and that therefore 
the requirements of navigation will be met in the provision of two rather than 
one waterway to the sea. 

In urging this we consider that the navigable waterways which are to be pro- 
vided by the construction of this project are in effect a canalization of the Santee 
River, and, as a matter of fact, do not constitute an abandonment of the river 
but on the contrary an improvement for the purposes of navigation. 

(d) We urge that since the Santee is an intrastate river and the people of the 
state have given no uncertain expression of their opinion as to the preferred use 
of its water for power, and further that the interest of interstate commerce will 
be protected and improved by this more direct route between the Santee and the 
Intracoastal Waterway, these submissions, to which may be added that the 
owners of the riparian rights on the river below Ferguson have petitioned that 
this improved facility be granted, are in our opinions strong and reasonable 
grounds for the proposed modification. 

(e) If more than 500 second-feet continuously is discharged into the Santee at 
Ferguson, each second-foot so discharged will cut down the amount of firm power 
than can be developed, and because of the costs involved in the construction of 
the canal for navigation and power, should it be required that amounts in excess 
of 500 second-feet be diverted into the Santee at Ferguson, two conditions arise 
that will make the project from a commercial aspect impossible: the first being 
that the annual cost of producing the energy will be in excess of the figure that 
will permit its absorption in the market; the second being that it would be 
entirely within the ruling of the federal license as at present drawn to require 
the closing down of the power house, which condition of course would render the 
financing of the project impossible. 


The license as it was finally drawn and formally accepted by Colum- 
bia Railway & Navigation Co. was issued by the Commission on April 
2, 1926. The project works were defined and described in such license 
as follows: 


(a) A diversion dam in the Santee River at Ferguson; to be built in two stages, 
the initial stage to provide a concrete dam across the present river channel and 
the second stage to consist in raising and extending the concrete section and in 
adding an earthen dike between it and the river bluff about 3.3 miles northward; 

(b) A canal provided with headgates and lock, extending from said dam south- 
easterly about 14 miles to a proposed reservoir ; 

(c) A large reservoir in the basin containing Ferguson Swamp and draining 
into Cooper River near Moncks Corner, the reservoir to be created by the con- 
struction of 3 or more dams, the principal one to be located east of Pinopolis and 
about 3 miles north of Moncks Corner at the outlet of said basin. The next dam 
to be located just west of Pinopolis, and the other dam or dams to be located west 
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of Chicora; said dams to be constructed initially to a height of approximately 63 st 
feet above mean sea level and ultimately to be raised about 10 feet ; 


(d) A flight of two locks in the principal dam located east of Pinopolis ; i 
(e) A powerhouse to be constructed at the dam east of Pinopolis ; . 
(f) A substation to be located near said powerhouse ; t] 
(gz) A tailrace from said powerhouse extending southeasterly approximately 4 tl 
miles to Cooper River ; s] 
(h) A transmission and telephone line from said powerhouse to said diversion h 
dam. 
When it came to the controversial article 19 of the license, this provision was 
stated: k 
Article 19: The licensee shall so operate its project works as to permit a con- | CG 
tinuous discharge in Santee River below its diversion dam at Ferguson of not t] 
less than 500 cubic feet per second. p 


Article 6 of the license required the licensee to commence work of 
construction not later than December 31, 1926, and articles 7 and 8 le 
read as follows: 


o f 

Article 7. Before proceeding with the construction of the said diversion dam * i? 
and canal, the licensee shall prepare and submit for the approval of the Commis- h 
sion, the Chief of Engineers, and the Secretary of War, new plans for the diver- il 
sion dam and for the canal control gates, both for the initial and ultimate de- fe 
velopments at the head of the diversion canal near Ferguson, including plans for 
a lock 55 feet wide and 182 feet usable length in the canal at the control gates and n 
for a future lock of like dimensions, to be constructed by the United States, d 
through the diversion dam. 

Article 8. Before proceeding with the construction of said powerhouse and dam c 
at Pinopolis, the licensee shall prepare and submit for the approval of the Com- i 
mission, the Chief of Engineers, and the Secretary of War, new plans for such 
powerhouse and dam, embodying therein a flight of two locks through the storage I 
dam at the power site; each such lock to be 55 feet wide and 182 feet usable length, 
with lift for the lower lock of 311% feet, and for the upper lock of 2114 feet and 
311% feet in the initial and ultimate developments respectively. . 

As shown, article 19 of the license permits all but 500 cubic feet per - 
second of the flow of the Santee River to be diverted into the Cooper | 
River watershed and thence through the powerhouse at Pinopolis, 
except for an insignificant amount required for lockage. Article 19 as : 

sce ‘ shai . . ] 
originally drawn required 5,770 cubic feet per second to be continu- 

C 


ously discharged at the diversion dam down the Santee River. ; 

Construction was not begun during 1926, but the license was t 
amended in early 1927 so as to extend the time for starting construc- 
tion to December 31, 1928. That amendment also required that such 
revised plans, specified in articles 7 and 8, be submitted by July 1, 1928. 


In support of its request for such extension of time, the licensee’s en- 
gineers stated that a proposed power project to be constructed on the 1 
Saluda River, about 11 miles above Columbia, for which a permit al- ( 
ready had been issued, should be constructed before the Santee-Cooper | 
hydroelectric development because it would provide considerable 





2 On Santee River. 
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storage on the Saluda River, which made it desirable to make major 
revisions in the Santee-Cooper project plans, the first change to be 
moving the diversion dam 6 miles downriver to Wilson’s Landing and 
the second a relocation of the diversion canal. It was said the reloca- 
tion of the dam would eliminate costly canal construction, would 
shorten the canal by 6 miles, and would permit utilization of a higher 
head at the powerplant and reduce head losses in the canal. 

The revised plans were filed in June 1928 and sent to the Chief of 
Engineers, U. S. Army, for his report and recommendation. That 
official formally reported a year later that a careful examination of 
the revised plans revealed the following major changes in the proposed 
project development from that described in the original license : 

(a) The elevation of the pools las been increased to 75 feet above mean sea 
level instead of an initial elevation of 55 feet and a final elevation of 65 feet. 

(b) The total useful storage capacity of the two reservoirs has been increased 
from about 574,000 acre-feet to 1,254,000 acre-feet, and installed capacity has been 
increased from 121,800 horsepower to 200,000 kilovolt-amperes (about 200,000 
horespower ) ; this at SO percent efficiency will increase the maximum discharge 
into the Cooper River from approximately 25,000 second-feet to 32,000 second- 
feet. 

(c) The dam in the Santee River has been moved from near Ferguson about 6 
miles down the river to near Wilson’s Landing and the area of pool above the 
dam has been increased from about 22,000 acres to 74,500 acres. 

(d) The diversion canal between the Santee and Pinopolis Pools has been 
considerably shortened and the lock and headgates at the Santee end have been 
emitted. 

(e) At the request of this office a lift bridge to carry the Atlantic Coast Line 
Railroad over the tailrace for the initial stage has been added. 

These revised plans were approved by the Chief of Engineers, the 
Secretary of War and the Commission as evidenced by amendment No. 
2 of the license dated May 31, 1933. The license as thus again amended 
provides that the principal project works shall be: 

A diversion dam on the Santee River at Wilson’s Landing with provision for a 
navigation lock, creating a reservoir with water level at 75 feet above mean sea 
level; a dam in Cooper River basin at a site near Moncks Corner (Pinopolis) 
creating a reservoir with water level at 75 feet; a diversion canal 3 miles long 
connecting the two reservoirs ; * a powerhouse and hydroelectric generating facili- 
ties at the Pinopolis; a flight of two locks adjacent to the powerhouse at Pinopo- 
lis; ‘ a tailrace extending from the lock and powerhouse about 4 miles to Cooper 
River. 

Engineering design.—The immediately foregoing description of the 
project works as authorized by the 1933 amendment of the license gives 
the status and scope of project No. 199 when (in 1934) the legislature 
of South Carolina passed the Enabling Act creating the applicant 
in these proceedings, South Carolina Public Service Authority, and 
when the Authority and Columbia Railway & Navigation Co. filed 


* Later by amendment redescribed as “8 miles long.” 
«Later by amendment changed to single lift lock. 
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(July 30, 1934) a joint application with the Commissicn requesting 
approval of a transfer of the license from the company to the Author- 
ity. Such approval was not given by formal action of the Commis- 
sion until April 22, 1939, effective April 1, 1939, because the Authority 
was engaged in litigation during the interim. Meanwhile, however, 
the license was again amended, but solely to postpone the date for 
completion of construction to December 31, 1941. After the effective 
transfer of the license to Authority, several amendments of the license 
were made effective, one of which provided for inclusion in the project 
of two primary transmission lines. None of the other amendments 
materially affected the design of the project, and project No. 199 was 
put into operation and electric power was generated for the first time 
during February 1942. 

Licenses provide that no substantial change may be made in project 
plans until such change is approved by the Commission. However, 
when minor changes are made, they are approved after construction 
in a formal amendment in which the project is described as actually 
constructed. That practice was followed here and amendment No. 8 
to the license was formally accepted by South Carolina Public Service 
Authority in June 1942 and signed by the chairman of the Commission 
in August of that year. That amendment states that the license is 
further amended to provide for changes in structural design due to 
advances in the art of hydroelectric engineering between the years 1928 
and 1939, and to provide for other license alterations not important 
here. 

As previously noted, amendment No. 2 of the license (1933) de- 
scribed the project works at the time the Authority sought and ob- 
tained a transfer of the license from the company. The evidence is 
uncontroverted that there was no substantial change in design as the 
project was actually constructed and described in amendment No. 8 
(1942) over that described in amendment No. 2. In the actual con- 
struction of project No. 199 the reservoir storage capacity, elevation 
of pool and volume of water authorized to be diverted from the Santee 
were the same as contemplated in amendment No. 2. 

The opinions as experts of two eminently qualified engineers on 
the Commission staff were put in evidence with respect to the engineer- 
ing design of project No. 199. They stated that the characteristics 
controlling the engineering design of this project were the market for 
power, the stream flow available for diversion, the storage capacity, 
the head, the topography and the foundation conditions; and that 
there was no change whatever in the completed work compared with 
the design existing at the date of amendment No. 2. Such witnesses 
gave their opinions, based upon their study of the engineering design, 
as shown by the detailed plans of the project structures as originally 
drawn and changed from time to time, their personal knowledge of the 
















































SOUTH CAROLINA PUBLIC SERVICE AUTHORITY 29 


work of construction at its varying stages and of the actual operation 
of project No. 199 since it was completed, that this project was con- 
ceived, intended and designed primarily for the production of hydro- 
electric power, and that navigation benefits, if any, will be and are ob- 
tained incidentally to power plant operations and the manipulation of 
storage water in the two reservoirs. 

In 1932 according to Henry Flood, Jr., of the firm of consulting 
engineers of Murray & Flood, the International Land Co., an affiliate 
of International Paper Co., was then the principal stockholder of the 
Columbia Railway & Navigation Co. Ralph E. Coomes, one of the 
staff expert witnesses, was employed by Murray & Flood for several 
years when they were the consulting engineers for Columbia Railway 
& Navigation Co., with headquarters in South Carolina. Mr. Coomes 
was familiar with the work done by International Paper Co. in South 
Carolina and his testimony here is that that company did not then own 
or operate a navigation business and had no plan then to operate the 
Santee-Cooper project as a navigation project; that the company was 
principally interested in locating sources of electric power for use in 
the manufacture of paper and at no time was serious consideration 
given by it to possible navigation on the Santee and Cooper Rivers as 
a commercial proposition, nor was a study ever made respecting pos- 
sible revenues from such a commercial venture, and that while the 
corporate entity, Columbia Railway & Navigation Co., held the Santee- 
Cooper project license, its principal inquiry and concern was with re- 
gard to revenue to be derived from sales of electric power. 

By exhibit 25, excerpts from the testimony of Henry Flood, Jr., 
given in the court case of South Carolina Power & Light Co. v. 
South Carolina Public Service Authority, was received in evidence 
here. This testimony shows that Mr. Flood had been very familiar 
with the Santee-Cooper project, first as consulting engineer for 
the Columbia Railway & Navigation Co. and later (in 1934) for 
the South Carolina Public Service Authority; that in such capacity 
for the Railway & Navigation Co. he had had conferences with the 
District Engineer at Charleston, representing the Federal Power Com- 
mission, as early as 1926 and also in 1927 with respect to redesigning 
the project because it was believed that the plan as originally proposed 
was not sufficiently comprehensive in developing the Santee watershed ; 
that such conferences resulted in a complete revision of the plan 
whereby a more comprehensive development was designed, giving a 
much larger storage reservoir with a large lake on the Santee River, 
a shortening of the diversion canal by some 10 miles, and obtaining a 
much larger firm output of power than was possible from the original 
design. He also said that the Santee-Cooper project was then bought 

(in 1928) by a subsidiary of International Paper Co. and his firm 


5°20 F. Supp. 860 
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became chief engineers for the project until the South Carolina Public 
Service Authority acquired the project in about 1934 and thereafter 
Mr. Flood represented the Authority with respect to completing the 
construction work of the project. 

The actual work of construction of project No. 199 was not under- 
taken unti! the Authority had bought out the interest of Columbia 
Railway & Navigation Co. and then it was financed in part by obtain- 
ing a loan from the Federal Emergency Administration of Public 
Works. The Authority sought the money on the ground “that it 
should receive $10,500,000 free grant for the aid to navigation which it 
claims the Santee-Cooper project will be, and an additional $4,880,000 
for the aid which it claims the Santee-Cooper project will give in flood 
control.” The Federal Emergency Administration of Public Works 
sought a report on the project from the Chief of Engineers, U. S. 
Army. The District Engineer at Charleston in a very full report in 
evidence here, stated, inter alia: 


The provision of the navigable channel of the Santee-Cooper route is incidental 
to power development and the fact that it is a shorter channel is probably acci- 
dental, as the promotors of the power project would likely find it cheaper to build 
the locks at the Cooper River dam than at the Santee River dam where the spill- 
way is provided and then be required to allow suflicient water to pass down the 
spillway to insure navigation. 

The Santee-Cooper project is a power development project and proposes for 
the purposes of power development to destroy the navigability of a stream now 
navigable by placing a dam across the Santee River. Under the law, such action 
can be taken only by a specific act of Congress or under permit granted by the 
Secretary of War, with due regard to preservation of the public interest in navi- 
gation. In the present case, the Secretary of War has deemed the public interest 
sufficiently preserved by the flight of locks mentioned. Nor can it be said that 
the action of the War Department towards the promotors of the power project 
has been other than very generous in the matter. According to the estimate 
which Murray and Flood make in their letter, the locks alone will cost them 
£1,066,400. The cost of locks having chamber dimensions sufficient to pass tows 
at a single lockage, as in the usual custom, would cost in the vicinity of $4,000,- 
000. * * * 

It must be assumed that the promotors of the power project are satisfied that 
they will receive sufficient returns on the power generated to pay what expenses 
they will have to comply with the law and the very generous terms granted them 
by the Secretary of War. To give them $10,500,000 for doing what the law re- 
quires them to do, in order to make the gain they are seeking from the power 
development, is not reasonable. 

% # % * * * % 

From the foregoing, it appears that the most the Santee Cooper project could 
do in the way of benefiting navigation, if it is built as now designed, would be to 
enable the petroleum companies to gain some relief from the present rail rates, 
and even this much is not certain. Therefore, it appears that as now designed, 
the Santee-Cooper project has no public value in the way of navigatinon. How- 
ever, as the request for a grant of public funds is made by a public body, it ap- 
pears proper to inquire into the possibilities of the route if the navigation works 
were re-designed. 

a * 
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In view of the foregoing, it appears that (a) the Santee-Cooper project as now 
designed has not sufficient value as a navigation project to warrant free grant 
of funds on this account; (b) if redesigned to provide for a 14-foot channel from 
Charleston to Columbia, the Santee-Cooper project would be a good unemployment 
relief project towards which the cost of the navigation works, other than works 
which serve both for navigation and power development, might well be allotted 
to the Chief of Engineers for their construction ; (c) that as a flood control proj- 
ect, the Santee-Cooper project has not sufficient value to warrant a free grant of 
public funds on this account. 

The Chief of Engineers, U. S. Army, in reviewing and approving 
the District Engineer’s report, reported to the Federal Emergency 
Administration of Public Works that: 

After consideration of all of the pertinent facts and reasonable probabilities, 
I come to the conclusion that no allowance to the project as now proposed is 
justified on account of present or prospective benefits to navigation or to flood 
control. 

Conclusion on primary de sign.—As between the project works de- 
scribed in amendment No. 2 in 1933 and those actually constructed, 
there was no change in the stresses imposed or the duty required of 
the structures. The project structures are the result of engineering 
design which was prepared for project No. 199 to utilize most benefi- 
cially the energy in the natural resources; that is, the falling water 
obtained from the diversion of the Santee River into Cooper River 
Basin. These structures also provide navigation through the project 
to the extent required by the license as amended. The project as 
constructed and described in amendment No. 8 in 1942 had the same 
duty and engineering purpose as that described in amendment No. 2 
issued in 1933. 

The existing lock at Pinopolis would require less than 500 cubic 
feet per second of water if operated continuously 24 hours a day with 
the power plant completely shut down, an utterly unrealistic assump- 
tion as to navigation use. Use of the lock for navigation on a part- 
time basis would require only 100 to 200 cubic feet per second of water 
and only that amount of water would be needed if the Santee-Cooper 
project had been constructed solely for navigation. The approved 
plans of the project contemplate an ultimate diversion and utilization 
of over 54,000 cubic feet per second of water through the Pinopolis 
powerhouse. At the present time between 26,000 and 27,000 cubic feet 
per second of water are being passed through the generating units. 

At this late day, the Authority’s claim that section 10 (e) of the 
act is unconstitutional lacks merit. (United States v. Appalachian 
Electric Power Co., 311 U.S. 377.) In any event, the Authority “can- 
not in the same proceeding both assail the section and rely upon it.” 
The Central Nebraska Public Power & Irrigation District v. Federal 
Power Commission, 160 F. 2d. 782, cert. denied, 332 U 
The underlying theme of the contentions made for Authority is 


. 5S. 765. 
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that Authority was created as a part of the government of the State 
of South Carolina for the primary purpose of developing the Santee, 
Cooper and Congaree Rivers and improving navigation on such 
streams (Act No. 887, General Assembly of South Carolina, 1934; 
1942 Code of Laws, South Carolina, exhibit 3). 

The ultimate question for determination here, however, is not 
whether Authority was empowered by statute to construct and oper- 
ate project No. 199 for improving navigation, nor whether Authority’s 
officials thought project No. 199 was a navigation project, a hydro- 
electric project or a combination of both, at the time they sought and 
obtained the transfer of the project license from Columbia Railway 
& Navigation Co. to the Authority. The problem is much narrower. 
It is, in the language of the second proviso of section 10 (e) of the 
Federal Power Act, was project No. 199 “primarily designed to pro- 
vide or improve navigation * * *.” [Emphasis added. | 

The portion of that proviso that is applicable here reads: 

Provided further, That licenses for the development, transmission, or dis- 
tribution of power by states of municipalities shall be issued and enjoyed with- 
out charge to the extent such power is sold to the public without profit or is 
used by such state or municipality for state or municipal purposes, except 
that as to projects constructed or to be constructed by states or municipalities 
primarily designed to provide or improve navigation, licenses therefor shall 
be issued without charge; * * * 

It is freely admitted as a fact by Mr. Roger B. McWhorter, the 
Commission’s Chief Engineer, whose expert opinion is given in his 
testimony, and also by a Commission staff engineer that the construc- 
tion of project No. 199 does afford some considerable improvement 
to navigation. Indeed, all the evidence supports that view. Since 
the project does improve navigation, it necessarily was designed in 
part to accomplish that result. But the question remains, was the 
project “primarily designed”, either to provide or to improve 
navigation ? 

The subject matter of part I of the Federal Power Act relates to 
the construction and operation of physical structures. Section 3 (11) 
and (12) defines “project” and “project works”, as follows: 

(11) “project” means complete unit of improvement or development, consisting 
of a powerhouse, all water conduits, all dams and appurtenant works and 
structures (including navigation structures) which are a part of said unit, and 
all storage, diverting, or forebay reservoirs directly connected therewith, the 
primary line or lines transmitting power therefrom to the point of junction 
with the distribution system or with the interconnected primary transmission 
system, all miscellaneous structures used and useful in connection with said 
unit or any part thereof, and all water-rights, rights-of-way, ditches, dams, 
reservoirs, lands, or interest in lands the use and occupancy of which are neces- 
sary or appropriate in the maintenance and operation of said unit; 

(12) “project works” means the physical structures of a project. 
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Neither the exemption proviso of section 10 (e) nor its legislative 
history reveals that Congress used the words “primarily designed to 
provide or improve navigation” in any other than their usual and 
ordinary meaning with respect to the subject matter of the statute, and 
the legislative history indicates that the word “primarily”, as used 
in the proviso, is an antonym for the word “incidentally.” 

Thus far, the words here considered have not been interpreted by 
the Commission or the courts in any proceeding under the Federal 
Power Act. A reference to Webster’s New International Dictionary 
defines “design”, used as a verb, as, to conceive or execute a scheme 
or plan for the making of anything; to plan and proportion the parts 
of a machine or structure that all requirements will be satisfied; to 
sketch as a pattern or model, to delineate, as to design a dress quickly ; 
to execute as an integral or artistic whole—usually with an adverb 
of manner or degree; as, this cathedral is superbly designed. The 
came work defines “primarily” as, in the first place; originally, pre- 
eminently; fundamentally; as an action primarily based on policy. 
(gain, the adjective “primary” is defined as, first in order of time or 
development or in intention; primitive; fundamental; original; 
initial; first in dignity or importance; chief, principal, as, a matter 
of primary importance. 

The meaning of these two words has been defined and applied by 
the courts. Thus, the adjective “primary” has different shades of 
meaning but always its basic idea is “first”. “Primarily” when ap- 
plied to a single activity always means the first or chief or principal 
activity. (Agnew v. Governors of Federal Reserve Board, 153 F.2d 
785.) 

The words “chief”, “principal”, and “first importance” may well be 
taken to convey and express the meaning of the word “primary”; 
“primarily”, meaning basically or in such a manner as to be of first 
importance. (Carlson v. Carpenters Association, 224 Ill. App. 430.) 

Again, “primary” means first in origin, time, thought or intention; 
first in rank, dignity or importance. (Bowles v. Nelson Ricks Cream- 
ery, 66 F. Supp. 885.) 


Also, the word “primary” means not only chief or principal, but 
ulso means essential or fundamental. (Board of Governors Federal 
Reserve Board v. Agnew, 329 U.S. 441.) 


) hae 


In the light of these authoritative and varying shades of meaning 
ascribed to the words “primary” and “design”, and the voluminous 
evidence that reveals the mental conception of the project portrayed 
by the words and actions of the original licensee, Columbia Railway 
& Navigation Co., it is beyond all doubt that project No. 199 was not 
primarily designed to provide or improve navigation as of the date 
of the license as amended by amendment No. 2 (May 31, 1933). 


Affirmatively stated, project No. 199 was conceived, designed and in- 
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tended primarily for the production of hydroelectric energy, and that 
is and has been its principal function in operation; but to the extent 
required by section 4 (e) of the act, the project was also incidentally 
designed to improve navigation. 

When South Carolina Public Service Authority acquired a lawful 
transfer of the license, as amended by amendment No. 2, it stood in 
the shoes of its assignor, Columbia Railway & Navigation Co., under 
all principles of general law, and more specifically that was and now 
is its status under section 8 of the act. 

From the foregoing review of all the evidence relating to the history, 
development, construction and operation of the Santee-Cooper proj- 
ect. No. 199, the Commission concludes, as did the examiner, that the 
project was not primarily designed to provide or improve navigation 
within the meaning of section 10 (e) of the act. 
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Votal exemption—tIn addition to the claim for total exemption 
from annual charges based on the contention that the project was pri- 
marily designed to provide or improve navigation, the Authority con- 
tends that it is entitled to tetal exemption because its Enabling Act 
prevents it from making a profit.® 

Contrary to the claim of the Authority, the provisions of its 
Enabling Act contemplate that excess revenues shall be used to reduce 
the tax burdens on the people of the state. 

The Authority stipulated in this proceeding that for each of the 
years 1943 through 1947 revenues exceeded the total of operating ex- 
penses and other revenue and income deductions.’ In the Central 
Nebraska case, supra, the municipal licensee also contended that it was 
incapable of making a profit. There we held that such excess reve- 
nues constituted a “profit” within the meaning of the exemption pro- 
visions of section 10 (e) of the Federal Power Act. Upon court 
review in that case our order was affirmed. Since the Authority’s 
claim here is the same as that made in the Central Nebraska case and 
since our authority to grant exemption is conferred by section 10 (e) 





* The pertinent provision reads: 
Net earnings—use.—The South Carolina public service authority is a corporation, com- 
pletely owned by and to be operated for the benefit of the people of South Carolina, 
and any and all net earnings thereof not necessary or desirable for the prudent con- 
duct and operation of its business or to pay the principal of and interest on its bonds, 
notes or other evidences of indebtedness or other obligations or to fulfill the terms 
and provisions of any agreements made with the purchasers or holders thereof or 
others shall be paid over semi-annually to the state treasurer for the general funds 
of the state and shall be used to reduce the tax burdens on the people of this state. 
(S. C. Code, 1942 ; sec, 8555-19.) 

7 Operating expenses, depreciation, taxes, interest on long-term debt, and amortization 

of debt expense. 
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of the act, we conclude that the Authority is not entitled to exemption 
on the basis of its claim that it is incapable of making a profit. 

Partial exemption.—The Authority claims additional partial exemp- 
tion from payment of annual charges for each of the years 1943 
through 1946 on the ground that it made sales of project power to one 
particular consumer customer without profit and hence it should be 
exempted from charges in those years on the basis of the ratio of 
power sold to such customer in each year to the total power generated 
in that year. Since its overall operations showed a profit in each 
year, the Authority is not entitled to exemption even in part unless 
it can establish as a fact that the sales to his particular customer were 
at a loss. 

This claim for partial exemption arose out of the sale of electric 
capacity and energy to Pittsburgh Metallurgical Co. pursuant to a 
written contract between the parties entered into March 27, 1941, 
which was amended January 24, 1942, in particulars that are unimpor- 
tant to the instant proceeding. 

The claim that the sale to the Pittsburgh Co. was made without 
profit during a period when sales to other customers admittedly re 
sulted in a profit could raise a question of whether the rate charged 
Pittsburgh was discriminatory. However, it is not necessary in this 
proceeding to consider that question. 

The Santee-Cooper project produces two types of energy: firm 
energy and secondary energy. Firm energy, which generally brings 
the highest price in sales, is electric energy which is available when 
needed, even at time of low stream flow conditions usually referred to 
as most adverse flow or critical flow conditions. Secondary energy is 
all electric energy other than firm energy. Different blocks of sec 
ondary energy are available for different percentages of the time, on 
an average, and therefore vary in value. Dump energy is generally 
secondary energy available intermittently and for short periods of 
time, and is merely lower grade secondary energy that cannot be stored 
or conserved and the availability of which cannot be predicted with 
certainty. Dump energy froma sales point of view may be considered 
to include unsold firm and secondary energy. 

All hydroelectric energy, when produced, consists either of all firm 
or a combination of firm and secondary energy. Whether or not the 
energy produced may be sold at times under dump energy rates, as 
distinguished from firm and secondary rates, depends upon the avail- 
able market and upon finding a customer who is willing to take for the 
time being unsalable surplus firm and secondary energy on an “if, as 
and when” basis. All of the power output when produced costs a 
certain amount per unit, and the price at which it is sold depends upon 
whether it is sold under firm, secondary, or dump rates.. 

There are 132,000 kilowatts of capacity installed in the Santee- 
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Cooper project. The dependable (firm) capacity of the project, as 
determined under the most adverse water conditions, is 88,000 kilo- 
watts and is the load limit which the Authority should consider in 
making contracts for the sale of firm capacity and energy. 

The maximum demands on the Santee-Cooper project for each of 
the years 1943 through 1946 exceeded 88,000 kilowatts for a portion of 
the time. Whether the power was sold under firm, secondary or dump 
rates, the cost of generation was unaffected. If all available firm 
energy cannot be sold as firm energy and if some must be sold under 
secondary or dump rates, the total revenues may be temporarily defi- 
cient, but the costs of generation are not thereby automatically 
lowered. 

The only substantial evidence adduced by Authority in support of 
this claim for partial exemption is the testimony of a qualified engi- 
neer as an expert who made a cost allocation study in an endeavor to 
show that the portion of annual project costs allocable to the sales to 
Pittsburgh for each of the years 1943 through 1946 exceeded the total 
revenues received from such customer in each year. 

This witness determined a “net capacity cost” for each year (essen- 
tially composed of fixed charges) and he determined an operation and 
maintenance cost for each year. The sum of these two costs is the 
total annual project cost, and the amounts are not in dispute. He 
presented certain exhibits and testimony which purported to show 
that the portion of the annual project costs allocable to the Pittsburgh 
sales in each of the 4 years 1948 through 1946 exceeded total revenues 
received from Pittsburgh during each of those years. 

The following table compares such allocated costs of service with 
revenues received : 


Excess of 
allocated cost 
over revenue 

received 


Revenue 
received from 
Pittsburgh 


| 
| 
| 
| 


Year Allocated cost | 
ea 


of service 





1943 $322, 698 $288, 127 $34, 571 
1944 309, 976 267, 911 42, 065 
1945 ; 291, 890 252, 920 38, 970 


1946 319, 910 294, 165 25, 745 





Based on the conclusions reached in his cost allocation study and the 
exhibits he presented, the Authority’s expert testified that the Au- 
thority suffered a loss on the Pittsburgh sales in each year 1943 to 
1946, inclusive, in an amount substantially equal to the amount that his 
allocated cost of service to Pittsburgh exceeded revenues as shown in 
the last column of the above tabulation. 

Evidence to the contrary with respect to allocated cost of service was 
received from a Commission staff engineer, equally well qualified by 
training and experience. For the purpose of testing the claim that the 
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specific sales to the Pittsburgh company were without profit, this staff 
witness made what he believed were two reasonable adjustments to 
computations by Authority’s expert,' viz. : 


(1) In arriving at the percent of “net capacity costs” allocated to “firm capac- 
ity” the staff expert submitted the firm capability of the project each year 
(88,000 kilowats), adjusted for losses and diversity, for the maximum demand 
of firm customers on the system, similarly adjusted. Authority’s expert allo- 
cated “net capacity cost” to “firm capacity” each year in proportion to the maxi- 
mum demand of firm customers that occurred on the system each year. His firm 
capacity costs, therefore, were based on the amount of firm capacity sold under 
contracts for firm power each year and not on the firm capacity of the plant avail- 
able for sale and actually produced. 

(2) In arriving at his allocated average energy cost per kilowatt hour, the staff 
expert computed that figure by dividing the total costs assignable to energy in 
each year by the total number of kilowatt-hours sold in each year, with the result 
that every kilowatt-hour sold during a given year would have the same average 
allocated energy cost. The Authority's expert assumed a cost of 0.5 mill per 
kilowatt-hour for the dump energy sales and computed much higher average 
costs per kilowatt-hour for the firm and secondary energy which varied from 
year to year with the variations in the amounts of firm and secondary energy 
sold under firm and secondary contracts. 


These adjustments by the staff expert resulted in the following com- 
parison of allocated cost of service to Pittsburgh with revenues 
received from Pittsburgh: 


Amounts by 
which revenue 
exceeds allo- 

cated cost 


rotal revenues 
eived from 


$44, 966 
26, 179 
22, 046 
95, 696 


If, however, only the first of such adjustments (allocation of “net 
capacity cost” on basis of “firm capacity” of plant) is applied to the 
results obtained by Authority’s expert, the following result is obtained : 


Excess revenue 
over 
allocated cost 
1943 , $288, 127 $23, 703 
1944 25 1 9, 866 
1945 2), 92 52, § 1, 992 
1946 19 294, 165 54, 974 


So, also, if staff expert’s second adjustment (computation of average 


energy cost per kilowatt-hour on basis of allocation of equal energy 


'In making these adjustments the staff witness used the same basic data as did the 
Authority respecting net capacity costs, operation and maintenance costs, revenues, and 
generation and energy losses, without either accepting or rejecting thé allocation methods 
and results of the Authority's allocation. 
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cost to each kilowatt-hour sold) is applied to the results obtained by 
Authority’s expert, we have the following: 








Allocated Total revenues | Excess revenue 
Year cost of from | over 
service Pittsburgh allocated cost 




























1943 $289, 491 ($1, 364) 
1944..._. 285, 157 (17, 246) 
1945. 262, 502 (9, 582) 


1946 





271, 158 


23, 007 








It is not to be expected that the reasonableness of either method of 
allocation could be demonstrated by these comparisons of the results 
of following the principles outlined by the two witnesses. However, 
it is our opinion that it would be more logical to follow the principles 
outlined by the staff witness and to relate costs to their proper elements 
rather than to the happenstance of available customers. 

As previously stated, the firm capacity of the project is 88,000 kilo- 
watts at 80 percent power factor. It was conceded by Authority that 
all of the power and energy of which the project was capable was pro- 
duced during each of the four years under consideration and also that 
all power not sold at firm power rates was sold at secondary or dump 
power rates even though some of the power sold at the lower rates 
was actually firm power. It is further conceded by the Authority that 
the cost of producing power did not vary during this period with the 
volume of sales of firm power. 






















The Authority’s expert said that he sought to ascertain how much 
firm power was sold by the Authority in each of the years and when 
he found this figure he allocated varying costs for firm power depend- 
ing upon the amount of firm power sold. The net capacity cost (which 
represented the fixed charges on the project) was apportioned by him 
between the firm capacity and energy components upon the basis of the 
capacity sold under firm capacity rates in any given year. For the 
year 1943, for example, he allocated 51.4 percent of the net capacity 
cost to the firm capacity component, assigning the balance of the fixed 
charges (the net capacity cost) to the energy component at 48.6 per- 
cent. In 1946 he found that 66.4 percent of the net capacity cost was 
assignable to the firm capacity component, leaving 33.6 percent for 
allocation to the energy component. The average cost of firm capacity 
in the year 1943, he said, was 82 cents per kilowatt per month, whereas 
in 1946, when the firm capacity component was only 19 percent greater 
than in 1943, the firm capac?ty cost per kilowatt per month was $1.32 
or 60 percent greater. 

Since the cost of providing a firm capacity of 88,000 kilowatts at this 
project did not vary substantially during this period, it is obvious 
that a more reasonable conclusion could be drawn as to the relative 
costs of capacity and energy by basing the proportion of the produc- 
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tion costs assignable to the firm capacity component upon the fixed 
firm capacity of the project (the firm capacity actually produced) 
rather than upon the fluctuating amount of firm capacity which hap- 
pened to be sold under firm rates. This would give an allocated firm 
capacity cost of about 73 percent of the total (after taking into account 
the losses and diversity in both the installed capacity and firm capacity 
available). Under such an apportionment of the cost of providing 
capacity, 73 percent of the fixed charges would be assigned to the firm 
capacity component and 27 percent assigned to the energy component. 
The fact that some of the firm power was sold at less than firm power 
rates should not be taken as justification of equivalent variations in 
this ratio, since the fixed charges remained substantially the same 
throughout the period and those costs arose when the project was con- 
structed and placed in operation, not from the receipt of revenue from 
power sales. 

When all of the power that can be produced by a hydroelectric proj- 
ect is sold during a specified period and the installed capacity and 
dependable capacity remain fairly constant during that period, and 
the fixed charges do not fluctuate substantially during that period, we 
are of the opinion that for a determination of the cost of a particular 
sale, the proportion of the net capacity cost assignable to the firm 
capacity component and the proportion assignable to the energy com- 
ponent should be related to cost factors and not to sales factors. Con- 
sequently, we are unable to accept the method of allocation followed 
by the Authority or the conclusions as to the losses urged by the Au- 
thority on the basis of those allocations. We are persuaded to this 
end by the two adjustments to Authority’s allocations which were sug- 
gested by the staff and which we find reasonable and appropriate 
under the circumstances. Since the exemption claimed by Authority 
is dependent upon 2 reasonable showing of loss on these particular 
sales, and since we have concluded that such loss has not been demon- 
strated, it is not necessary for us to accept or reject the staff's allocation 
in full. 

We then turn to the energy component of the power costs as derived 
by the Authority. Although it is common practice in the construction 
of hydroelectric projects to install additional generating units for 
the main purpose of generating secondary energy, which of course 
included dump energy, Authority’s expert did not know whether any 


such units were installed in the Santee-Cooper project. Consequently 


he failed to consider whether it would be appropriate to allocate a 
portion of net capacity cost to energy sold under dump power rates 
and, as a matter of fact, he did not allocate any of the net capacity 
cost to such estimated dump energy cost. While the capacity cost asso- 
ciated with the generation of energy may be disregarded in the 
establishment of dump power rates in order to secure a purchaser, 
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nevertheless capacity must be utilized to produce that energy and, in 
determining whether a particular sale is at a profit or a loss, the capac- 
ity costs properly allocable solely to dump energy should not be 
ignored. 

As previously stated, the Authority’s expert assumed, without evi- 
dence, a cost for dump energy of 0.5 mill per kilowatt-hour. While 
he did not know the rate per kilowatt-hour the Authority received in 
any year from sales under dump rates, and the record does not contain 
that information, we note that the minimum energy rate provided in 
the Pittsburgh rate contract is 1.5 mills, and in 1946 that company pur- 
chased about 11 million kilowatt-hours of energy which the Authority’s 
expert classified as dump energy. The Authority did not attempt to 
explain how the dump energy could have been sold at a loss if the 
selling rate was at least three times what it said was the cost of such 
power. 

Furthermore, no consideration was given by Authority’s expert to 
special facilities which were actually installed to serve the Pittsburgh 
Metallurgical Co. Had the costs of these facilities been assigned to 
that customer, as they were not by Authority’s expert, the total costs 
allocated by him to that customer may have been higher than those 
shown by his study. It is not incumbent on us to determine whether 
such a cost element is a proper consideration, since the burden of proof 
is on the Authority with regard to these particular sales. 

Finally, it must be recognized that no cost. allocation method for the 
determination of profit or loss, in a commercial sense, on a particular 
sale is precise, and either a profit or a loss might be indicated for most 
sales, depending upon the assumptions made and the methods em- 
ployed. Large-scale power operations such as the Authority carried 
on during these years contain many elements which are interdependent 
one upon the other and the separation of a single element is neither 
contemplated nor practicable as a general rule for the purpose at 
hand. 

Under these circumstances, it does not appear reasonable to accept 
the Authority’s estimates of cost, admittedly assumed solely for the 
purpose of ascertaining whether there was a profit or loss, particularly 
where no evidence was presented in support of the assumptions and 
only slight variations in the methods employed would materially 
change the conclusions to be drawn. Where the overall operations 
show a profit as they do here, the licensee would have to present more 
convincing proof than that shown in this record in order to establish 
that one particular sale was at a loss. 


CONCLUSION 





We have concluded from the evidence of record that the Authority 
has shown that it is entitled only to exemption from charges in the 
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total amount as found by the examiner and our accompanying order 
will so provide. 
Tuomas C. BucHANAN. 
Netson LEE SMITH. 
Harrineron WIMBERLY. 
Draper, Commissioner, dissenting : 

Careful consideration of the whole record in this proceeding, the 
briefs, the argument, the examiner’s recommendations and my contact 
with its development as long as I have been a member of this Com- 
mission, impels me to the conviction that this project was “primarily 
designed to provide or improve navigation,” and that the licensee 
should therefore hold its license without charge. 

I regret that I must differ from the majority on this question, but 
the only answer clear to me is that historically and practically it was 
the navigation feature which was the reason for the conception and 
the accomplishment of the project. 

That the hydroelectric veneration of power came to be incorporated 
and came to be a large feature of the project is certainly a fact. But 

at power generation has supplanted navigation as the “primary” 
concept is, in my opinion, incompatible with the weight of evidence 
in this case by engineering experts including our own staff witnesses. 

In addition, the obvious purpose of the exempt ion proviso of section 
10 (e) seems to me to be to reward public agencies for providing free 
aids to navigation. The value of such public service is not lessened 
when the agency at the same time engages in the generation of power. 

My conclusion is fortified by the reasoning of the Supreme Court 
in the case of F di ral Re serve Board v. Agn w, 329, U.S. 414, on the 
interpretation of the word “pl imarily”, and by the record of the utter- 
ances and the actions of the South Carolina State authorities con- 
cerned with the development of the project. 

To find that the utiliz ition and adaptation of the physical facilities 
nere involved for power purposes have destroyed the basic reason for 
the project is, to me, hy perte hnical in the extreme. 

Issued: Febi Uary 13, 1952. 


Order granting part al ¢ tion trom payment of annual charae 8 


r'¢ my) 
South Carolina Public Service Authority 
Project No. 199 


Upon consideration of the record in the above-entitled proc eeding, 
the briefs, the examiner’s decision and exceptions thereto, the oral 
argument upon such exceptions, and having this day issued our 


opinion, 11 F. P. C. 12, which is hereby incorporated by reference and 


made a part hereof, the Commission finds; 
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(1) South Carolina Public Service Authority is a municipality 
within the definition in section 3 (7) of the Federal Power Act and is 
the licensee of the Santee-Cooper hydroelectric project No. 199, and is 
entitled to claim exemption from payment of annual charges under 
section 10 (e) of the act. 

(2) Project No. 199 was not designed primarily to provide or im- 
prove navigation and the licensee is not entitled to exemption on the 
basis of its claim that such project was designed primarily to provide 
or improve navigation. 

(3) During the year 1942 the licensee sold to the public without 
profit 40.7618 percent of the project power generated and the licensee 
used for state and municipal purposes 5.2431 percent of the project 
power generated. ‘The licensee is entitled to exemption from payment 
of 46.0049 percent of the annual charges for the year 1942, amounting 
to $1,882.77. 

(4) The licensee is entitled to exemption from payment of annual 
charges to the extent that it used project power for state or municipal 
purposes during the years 1943 through 1947, and the licensee has 
shown that it used power for such purposes to the extent of 6.5705 
percent for the year 1943; 5.5554 percent for the year 1944; 4.4598 
percent for the year 1945; 3.2289 percent for the year 1946; and 4.1469 
percent for the year 1947. 


(5) The licensee has not shown by substantial evidence or by a 
preponderance of the evidence that any of the project power sold 
during the years 1943 through 1947 was sold to the public without 
profit or to any one of its consumer customers without profit. 

The Commission orders: 


(A) The licensee is granted exemptions from payment of annual 
charges under license for project No. 199 in the amounts of 46.0049 per- 
cent for the year 1942; 6.5705 percent for the year 1943; 5.5554 percent 
for the year 1944; 4.4598 percent for the year 1945; 3.2289 percent 
for the year 1946; and 4.1469 percent for the year 1947; leaving bal- 
ances of $2,209.77 for the year 1942; $14,154.60 for the year 1943: 
$15,597.81 for the year 1944; $12,980.04 for the year 1945; $17,662.10 
for the year 1946; and $15,683.64 for the year 1947; or a total balance 
of $78,287.96 in annual charges for the years 1942 through 1947, 
inclusive. 

(B) The licensee is exempted from payment of annual charges 
in the total amount of $5,669.44 for the years 1942 to 1947, inclusive, 
and the licensee shall receive a refund in that amount. 


Commissioner Draper dissenting. 
Adopted: February 5, 1952. Issued: February 13, 1952. 





InN Toe MATrerRS OF 


ATLANTIC SEABOARD CORPORATION AND VIRGINIA 
GAS TRANSMISSION CORPORATION 


Proceeding Under Sections 4 and 5 of the Natural Gas Act 


Docket Nos. G—1384, G—-1175 


(Adopted April 23, 1952; Issued April 25, 1952) * 


Syllabus 


1. Applicant held to have no statutory or constitutional right that past losses 
be recouped in present and prospective rates. P. 48. 

2. Under section 5 (a) of Natural Gas Act, Commission has authority to fix 
just and reasonable rates for the future, but may not prescribe rates which 
will recompense company for past deficiencies in earnings or prescribe 
rates designed to offset excessive earnings in past. VT. 48. 

3. Commission finds that the year 1952 stands as the more representative year 
for purpose of testing validity of applicant’s present rates and estimates 
of costs of service and for determination of just and reasonable rates for 
future. VP. 50. 

. Determination of allocation of costs in a rate proceeding requires that fixed 
costs be apportioned to both demand and commodity services of natural 
gas company, since fixed costs are incurred for both capacity (or demand) 
and volumetric (or commodity) functions. P. 55. 

. Commission finds examiner erred in allocating items of expense wholly to 
demand component of the costs and finds that each item of expense should 
be weighted equally—50 percent to demand and 50 percent to commodity. 
P. 56. 

Commission approves examiner's finding that applicants’ rate schedules 
should include a heat content adjustment provision to avoid undue dis 
crimination between customers. I’. 61. 

. On basis of a demand component of costs totaling $5,620,042 and total billing 
demand of 4,180,850 units, a zone differential of 10 cents, and a heat con- 
tent adjustment based upon a common denominator of 1,150 B. t. u. per 
cubic foot, demand charges are determined to be $1.46 per M. ec. f. of 
billing demand for applicants’ Maryland-Virginia zone and $1.36 per M. c. f. 
of billing demand for Kentucky-West Virginia zone. P. 63. 

. On basis of a commodity component of cost totaling $14,204,729 and total firm 
sales of 61,937,268 M. c. f., a zone differential of one cent, and a heat 
content adjustment based upon a common denominator of 1,150 B. t. u. 
per cubic foot, commodity charges are determined to be 24.5 cents per 
M. c. f. of gas delivered for applicants’ Maryland-Virginia zone and 23.5 
cents per M. c. f. of gas delivered for Kentucky-West Virginia zone. 
P. 63. 

*Designated Commission opinion No. 225. 
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9. Commission concludes that under section 5 (a) of Natural Gas Act it has 
no power to order an increase in costs of gas to certain of applicants’ 
customers, which would result by application of rates herein found to be 
just and reasonable as to other customers, when coupled with a heat con- 
tent adjustment provision. P. 65. 

. Applicants are required by order to file rate schedules containing rates and 
charges found to be just and reasonable which shall be applicable for sales 
thereunder where no estimated increase in costs of gas will result to 
individual customer, and to file schedules covering all other jurisdictional 
sales. P. 65. 

. Commission finds examiner erred in finding that differences inhering in rate 
schedule GS-1, as compared with provisions of Seaboard’s contract de- 
mand schedules, are reasonable; and finds that rate schedule GS-1 is un- 
duly discriminatory and preferential and must be eliminated. P. 67. 

. Commission finds that applicants should specifically provide in the general 
terms and conditions of their tariffs for statement in service agreements 
of contract demand effective for each customer, as part of full disclosure 
contemplated. P. 67. 

3. Applicants are required to revise their tariffs to eliminate provision which 
permits applicants to increase “contract demand” in event of overruns 
by customer in excess of 5 percent of the contract demand. P. 69. 

. Commission adopts decision of presiding examiner, 11 F. P. C. 486, as herein 
modified, as its opinion in these proceedings. P. 70. 


3y¥ THE COMMISSION: 


OPINION 


These matters are before the Commission on appeal from the de- 
cision, 11 F. P. C. 486, and accompanying order filed herein by the 
presiding examiner on November 7,1951. In such decision and order 
the presiding examiner found, among other things, that the rates con- 
tained in the presently effective tariffs of Atlantic Seaboard Corp. 
(Seaboard) and Virginia Gas Transmission Corp. (Virginia Gas)? 
are, each of them, unjust, unreasonable, and unduly discriminatory. 
And, after finding that which was conceived by him to be the just 
and reasonable rates and charges, “coupled with a proper heat con- 
tent adjustment provision,” the presiding examiner ordered Seaboard 
and Virginia Gas to file new schedules setting forth the rates and 
charges so found proper. 

Exceptions to such decision were filed on behalf of applicants, the 
City of Richmond (Richmond), Washington Gas Light Co. (Wash- 
ington), Commonwealth Natural Gas Corp. (Commonwealth) , Lynch- 
burg Gas Co. (Lynchburg), and the staff of the Commission (staff). 
Each of said parties participated in the oral argument heard by the 
Commission on January 16, 1952. Consolidated Gas Electric Light 
& Power Co. of Baltimore (Consolidated) also participated in the 
argument, although it did not except to or appeal from the inter- 
mediate decision. 


1 Sometimes hereinafter jointly referred to as “applicants.” 
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Prior to 1950, applicants owned and operated a natural-gas trans- 
mission pipeline system consisting principally of a high-pressure, 20- 
inch continuous pipeline some 420 miles in length extending from 
Seaboard’s Boldman (Kentucky) compressor station, through West 
Virginia, Virginia, and Maryland, to a point of connection with the 
facilities of The Manufacturers Light & Heat Co. (Manufacturers) 
at a point on the Maryland-Pennsylvania boundary. On January 7, 
1950, applicants commenced the operation of a newly constructed 26- 
inch pipeline some 268 miles in length extending from the vicinity 
of the Cobb (West Virginia) compressor station of United Fuel 
Gas Co. (United Fuel) through Virginia to Rockville, Md., where it 
is interconnected with the 20-inch line. The portions of the two lines, 
with their respective appurtenant facilities, including compressor sta- 
tions and measuring and regulating stations, which are situated in 
the States of Kentucky, West Virginia, and Maryland are owned and 
operated by Seaboard, and the portions which lie in the State of 
Virginia are owned and operated by Virginia Gas. The last-named 
company is a wholly owned subsidiary of Seaboard, and both are 
subsidiaries of Columbia Gas System, Inc. (Columbia). 

All natural gas transported by applicants through these facilities 
is sold by them at wholesale for resale to consumers in the District 
of Columbia, and the States of West Virginia, Virginia, Maryland, 
and Pennsylvania. No sales are made by applicants directly to the 
consumers. Practically all of the gas so sold is purchased from 
United Fuel, an affiliate in the Columbia system. 

Subsequent to the commencement of operation of the new 26-inch 
pipeline on January 7, 1950, applicants, on February 20, 1950, March 
21, 1950, and April 10, 1950, filed their respective proposed tariffs 


and service agreements, and Seaboard filed certain statements pur- 


suant to section 154.85 of the Commission’s regulations under the 
Natural Gas Act identifying provisions of particular existing con- 
tracts which Seaboard proposed should be continued in effect. The 
applicants proposed that these tariffs be made effective as of May 1, 
1950. And they were made so effective as to all sales, excepting 
those to Washington and Manufacturers under Seaboard’s rate sched- 
ule CDS-1. 

The effect of such tariffs was to change then effective rate schedules 
so as to result in estimated decreases in the cost of natural gas in 
the instance of all general, contract demand, and main-line service 
customers, excepting Washington and Manufacturers. (The latter 
is also an affiliate of applicants in the Columbia system.) The esti- 
mated effect of these tariffs on Washington and Manufacturers was an 
increase in the cost of natural gas. The tariffs also provided for 
changes in then effective classifications, services, rules, and regulations, 
and contracts relating thereto. 


304039—57——-6 
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Thereafter, by our order issued April 28, 1950, pursuant to the au- 
thority of section 4 (e) of the Natural Gas Act, among other things 
not now important, the operation of Seaboard’s rate schedule CDS-1 
was suspended insofar as it was proposed to be made applicable to 
sales to Washington and Manufacturers, and the use thereof was de- 
ferred until October 1, 1950, and until such further time thereafter 
as said rate schedule might be made so effective in the manner pre- 
scribed by the Natural Gas Act. By our order issued April 28, 1950, 
we also, pursuant to the provisions of section 5 of the Act, instituted 
an investigation of the lawfulness of all rates, charges, services, and 
classifications demanded, observed, charged, or collected by applicants. 

Subsequent proceedings resulted in the decision of the presiding 
examiner which is here under review pursuant to the provisions of 
section 8 of the Administrative Procedure Act and sections 1.30 and 
1.51 of our Rules of Practice and Procedure. 

Seaboard, had it chosen to avail itself of the opportunity provided 
by section 4 (e) of the act, could have moved to make its rate schedule 
CDS-1 effective as to Washington and Manufacturers as of October 
1, 1950. However, it was not until August 28, 1951, that Seaboard 
moved, as permitted by the act, to put such rate schedule into effect 
for sales thereunder to Washington and Manufacturers. Where- 
upon, after the filing of a satisfactory bond as required by our order, 
Seaboard’s rate schedule CDS-1 was made effective as of September 1, 
1951, for sales to Washington and Manufacturers. 

A consideration of the various exceptions filed on behalf of the 
several appellants involve a determination of two ultimate ques- 
tions which may be summarily stated as follows: 

First, if Seaboard has not sustained the burden of proof imposed 
by section 4 (e) of the act and shown that the increased rates and 
charges provided in its rate schedule CDS-1, insofar as it is ap- 
plicable to sales to Washington and Manufacturers, together with 
statements submitted by Seaboard pursuant to section 154.85 of our 
regulations under the Natural Gas Act, are just and reasonable, what 
should we determine and fix to be the just and reasonable rate, charge, 
classification, rule, regulation, practice, or contract to be observed 
and in force on and after September 1, 1951, insofar as said rate 
schedule CDS-1 is applicable to sales to Washington and 
Manufacturers. 

Second, if any rate, charge, or classification demanded, observed, 
charged, or collected by Seaboard or Virginia Gas in connection with 
any sale of natural gas, subject to the jurisdiction of the Commission, 
or any rule, regulation, practice, or contract affecting such rate, 
charge, or classification is unjust, unreasonable, unduly discrimina- 
tory, or preferential, what shall we determine and fix to be the just 
and reasonable, rate, charge, classification, rule, regulation, practice 
or contract to be hereafter observed and in force. 
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COST OF SERVICE 





The test period?—For reasons stated in the intermediate decision, 
the examiner found that the year 1952 stands as the more representa- 
tive year for the purpose of testing the validity of proposed rates and 
estimates of costs of service. He also found that the determination 
of just and reasonable rates should be based upon the estimates, ad- 
justed or otherwise, pertaining to the year 1952 as the test year. Pro- 
ceeding on this basic premise, the examiner has determined rates 
which he conceived to be just and reasonable in that they are estimated 
to produce revenues for the year 1952 sufficient to meet his deter- 
mined total cost of service—including a 6 percent return to the 
applicants. 


















In their first exception to the intermediate decision, applicants con- 
tend that the examiner erred in finding that rates which would 
produce a 6 percent return for 1952 were just and reasonable. Ap- 
plicants contend that such a return for 1952 is inadequate because it 
will not permit them to earn an average rate of return of approxi- 
mately 6 percent for the 3-year period 1950-52, inclusive. They point 
out that their return in 1950 was 3.57 percent and that their esti- 
mates—with applicants’ rates—would indicate a return of 6.31 per- 
cent in 1951. Therefore, applicants insist, in order to provide them 
a 5-year average return of approximately 6 percent, they are entitled 
to demand and receive rates which will give them a return of not less 
than 7.63 percent for the year 1952. Such annual returns, applicants 
show, would produce to them an annual average for the 3-year period 
of 5.88 percent. This, they urge, is their due and the Commission 
cannot properly—or constitutionally—prescribe rates which will 
accrue to them a lesser average annual return. We disagree. We 
do not find that there is any statutory or constitutional provision 
which necessitates or justifies our finding that applicants are entitled 
as of right to such assured average earnings—or which justifies and 
permits our finding that rates which would produce to applicants a 
return of 7.63 percent in 1952 are just and reasonable. 

As the applicants have pointed out, in the exercise of their “man- 
agerial discretion and judgment” applicants planned the rates which 
are under scrutiny here so as to produce to them an average return 
of approximately 6 percent over the 3-year period 1950-1952, in- 
clusive. According to the evidence, it was first estimated by appli- 
cants that such planned rates would earn for them a return of 3.23 
percent in 1950, 5.92 percent in 1951, and 7.29 percent in 1952. Such 
earnings, if realized, would have produced an average annual return 





















“This subject is discussed at pp. 489-490, infra, of the Intermediate Decision. 
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for the three years of 5.52 percent.’ Actually, as we have seen, ap- 
plicants earned a return of 3.57 percent in 1950, which was slightly 
higher than they had anticipated.* And such return was earned even 
though the increased rates were not made applicable in 1950 to sales 
to Washington.’ Thus, applicants incurred a little less of a deficit 
below a 6 percent return in 1950 than was anticipated in their 
planning. 

In seeking an excessive return on 1952 operations that will make 
up a deficiency incurred in 1950 as planned by their management, 
applicants would have us permit them to continue to demand and 
receive rates which we believe to be unlawful. Indeed, they claim 
this as their right. Applicants’ proposal is not consistent with sound 
rate-making principles. Nor is it in accord with the law of the land 
as expressed by the Supreme Court of the United States throughout 
many years. It has long since been settled that “the company may 
not insist as a matter of constitutional right that past losses be made 
up by rates to be applied in the present and future.” Bluefield Co. 
v. Public Service Commission, 262 U.S. 679, 694. See also Galveston 
Electric Co. v. Galveston, 258 U. S. 388, 395; Georgia Railway v. 
Railroad Comm., 262 U. S. 625, 632; Federal Power Commission v. 
Natural Gas Pipe Line Co., 315 U.S. 575, 590. 

Our authority under section 5 (a) of the Natural Gas Act is the 
power to fix just and reasonable rates for the future. We may not 
properly reward a company by the prescription of rates for the 
future which will recompense it for past deficiencies in earnings; nor 
may we properly penalize a company by the prescription of rates 
for the future designed to off-set excessive earnings in the past.® City 
of Cleveland v. Hope Natural Gas Co., 3 F. P. C. 150, 187, affirmed as 
Federal Power Commission v. Hope Gas Co., 320 U.S. 591; ef., Pub- 
lic Utilities Commission v. United Fuel Gas Co., 317 U.S. 456, 464. 
The authority given to us by section 4 (e) of the act is somewhat 
broader in that we may not only determine the just and reasonable 


rates for the future, but also we may by order require the company 
to refund with interest the portion of the increased rates found not 


’ Subsequently, as noted before, applicants estimated their return would be 6.31 percent 
in 1951, and 7.63 percent in 1952 under applicants’ proposed rates, which would average 
5.88 percent for the 3-year period. 

*The evidence shows that although firm service to Baltimore was commenced in the 
Spring of 1950 the system of Consolidated was not fully converted until September, 1950; 
uninterrupted deliveries to Commonwealth started in late September, 1950; and service to 
Roanoke and Charlottesville did not commence until the latter half of 1950. 

5 Actual sales to Washington in 1950 produced revenues of $6,111,916 under the pre 
existing rate schedule which was continued in effect to September 1, 1951, whereas appli- 
cants had estimated revenues from these sales would produce only $5,908,102 under the 
hew rates. 

* During the 8 years of applicants’ history prior to the passage of the Natural Gas Act, 
1931 to 1938, inclusive, applicants earned an average of 2.15 percent per annum. In the 
subsequent years, 1939 through 1949 the annual average return was 7.59 percent. 
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justified during the period between the expiration of the suspension 
period and the effective date of the rates fixed for the future. 

Although their arguments are somewhat confused on this point, ap- 
plicants, apparently, do not dispute the fact that our rate-making au- 
thority is only prospective. They also seem to recognize the pre- 
viously mentioned principle that a company is not entitled to an in- 
creased (excessive) rate of return in the future to make up for past 
deficits. Applicants have not taken exception to the examiner’s find- 
ings and conclusions as to the cost of service items. Nor do they deny 
that a 6 percent return is adequate. Yet, incongruously we think, 
applicants contend that, in addition to those revenues which the exam- 
iner found represented an adequate amount to meet the total cost of 
service in 1952—including a 6 percent return, they are entitled to an 
additional allowance for return for 1952 of $611,500, plus $461,100 
for income taxes thereon. Such additional revenues of $1,072,600 
together with those to be provided under the examiner’s rates would 
give applicants their desired return of 7.63 percent in 1952. 

Instead of examining applicants’ rates as of May 1, 1950, as appli- 
cants would have us do, we stand at this present threshold for the 
purpose of fixing rates to be hereafter observed and in force. We are 
examining the rates as of now on the basis of the record before us. 
We look to the past only for a forecast of the future. Anowville v. 
Knoxville Water Co., 212 U.S.1, 15." 

The applicants insist, and we agree, that, under the circumstances 
of this case, no past year is wholly representative of future expecta- 
tions. Applicants’ operations underwent a substantial change in 1950 
as a result of the commencement of operation of the new 26-inch line. 
Nor would the 1951 operations reflect normal conditions for the fu- 
ture because some of applicants’ market areas were in that year still 
largely in the stages of early development.’ Thus, on this record, 
there is no choice but to accept the 1952 estimates, adjusted or other- 
wise, as the most reasonable basis for determining just and reason- 
able rates in this case. Knoawville v. Knoxville Water Co., supra. 
Certainly the average for the three-year period of 1950-52 is not in 
dicative of the immediate past or the future.’ 

\ecordingly under the circumstances of this case, because of the 
foregoing and for the other reasons stated in the intermediate deci- 






7 See also City of Detroit v. Panhandle Eastern Pipe Line Co., 3 F. P. C. 273, 287-289: 
City of Cleveland v. Hope Natural Gas Co., 3 F. P. C. 150, 173, 176, 183, 188; City of 
Columbus v. United Fuel Gas Co., 5 F. P. C. 279, 286; Pittsburgh v. Pittsburgh & West 
Virginia Gas Co., 7 F. P. C. 112, 128-131. 

8 See p. 47, footnote 2, supra. 








® Applicants’ estimated earnings under their rates accurately reflect the estimated annual 
gain in the development of their markets—and return: 3.57 percent in 1950, 6.31 percent 
in 1951, and 7.63 percent in 1952. And, according to applicants’ witness, further improve 
ment is to be expected after 1952. This hardly compares with the average for the 3-year 
period, 1950-52, of 5.88 percent contended for by applicants 
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sion, we are of the opinion that the examiner properly found that the 
year 1952 stands as the more representative year for the purpose of 
testing the validity of applicants’ present rates and estimates of costs 
of service—and for the determination of just and reasonable rates 
for the future. 

Furthermore, we are of the opinion that the evidence shows that the 
year 1952 also is proper for the purpose of testing the lawfulness of 
Seaboard’s rate schedule CDS-1 as applied to sales to Washington 
and Manufacturers on and after September 1, 1951, when, on motion 
of Seaboard made pursuant to section 4 (e) of the Natural Gas Act, 
such rate schedule became effective as to these two customers. 


NATURAL GAS PRODUCTION EXPENSES—MISCELLANEOUS 


Washington Peak Shaving.°—Washington takes a general excep- 
tion to the findings and conclusions in the intermediate decision re- 
specting the capability of its facilities to produce oil-gas for peak 
shaving on days of peak demand in 1952. The examiner found and 
concluded that Washington has the facilities and capability for peak 
shaving on the estimated peak day in 1952 to an amount approxi- 
mately equal to 28,000 M. c. f., or a total of 210,000 M. c. f. annually. 
The only importance in this proceeding of the assumptions as to peak 
shaving by Washington lies in its effect upon the cost of gas to be 
purchased by applicants during the test year and the amount of reve- 
nues estimated to be received from sales to Washington. 

We accept the examiner’s analysis of the extensive evidence on this 
point. We are of the view, however, that we should accept the opin- 
ion of the chief operating officer of Washington, as he repeatedly 
testified, that the practical limit of its peak-shaving operations for 
1952 is 20,000 M. c. f. per day. This would appear to reflect an annual 
reduction of its demands on applicants of 150,000 M. c. f. for 1952. 

Even though, for the purposes of this proceeding, we thus accept 
the testimony of Washington’s witness as to the present practical 
capability of these facilities, we are constrained to make note of our 
difficulty in understanding Washington’s position. The oil-gas pro- 
ducing sets of Washington have an admitted capacity of 40,000 M. e. f. 
per day. Yet, it is said, the wseful capacity is only half of that capa- 
bility because of the limitations of accessory facilities. If Washing- 
ton intends, as it apparently does, to maintain such facilities for peak- 
shaving and standby use, it would seem that efforts might be made to 
permit more effective use of such gas-production capacity to the 
economic benefit of Washington’s customers." To the extent that 
such peak-shaving operations were increased by Washington, there 
would also be a release of the pipeline capacity of applicants. 

1 This subject is discussed at pp. 493-495, infra, of the Intermediate Decision. 


1Cf., In the Matter of Washington Gas Light Co., docket No. G—1671, 11 F. P. C. 566. 
(1952). 
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COST OF SERVICE 


Summary—Cost of gas purchased."—The modification of the ex- 
aminer’s ultimate findings and conclusion respecting peak-shaving 
operations assumed to be performed by Washington necessitates an 
udjustment to the allowance made in the intermediate decision for 
applicants’ cost of gas purchased. Accordingly, we find and conclude 
that the following constitute a fair and reasonable allowance for 
»pplicants’ cost of gas purchased for the test year 1952: 


Demand Commod- 


Cost of gas purchased at Boldman: 
Firm customers and small interruptibles oe E 769 | $3, 426, 769 
Interruptibles: 
West Virginia Pulp and Paper . s 304, 227 304, 227 
Lukens ‘ s 450, 157 450, 157 
Cost of gas purchased at Cobb: 
Firm customers il each te -| ! $2,776,595 | 2 7,999,727 | 10, 776, 322 


|-——- - - 

2, 776, 595 | 12, 180,880 | 14, 957, 475 

Less peak day redispatching - . | (9, 800) (9, 800) 

Less Washington’s peak shaving # i (25, 830) | (25, 830) 
— — — — | 

2, 766,795 | 12,155,050 | 14, 921, 845 


1 Estimated 3,085,105 demand units at Cobb, 1952, priced at the $0.90 demand rate under United Fuel’s 
rate schedule U-1 at Cobb. 

2 Applicants’ estimated year’s volume at Cobb, 1952, increased by 276,726 M. c. f. representing the amount 
by which Washington’s annual requirements have been understated, priced at the $0.1722 commodity rate 
under United Fuel’s rate schedule U-1 at Cobb. 

3 150,000 M. c. f. at $0.1722, cumulative. 


For the foregoing reasons, the natural gas production expense sum- 
mary set forth in the decision is adjusted and we now find it to be 
as follows: 

Total natural gas production expenses’ 
Miscellaneous : 
Gas used for utility purposes (credit) --.___.________~ : $(148, 791) 
Other production expenses : 


Gas purchased—natural gas____-~_~_~- _. 14, 921, 845 
Purchased gas expense_____.__-_---- ae ie 1,479 


Total natural gas production expense__-_ ae — 14, 774, 533 


Other items of expense —lIn addition to its exception to the exam- 
iner’s findings and conclusions respecting peak shaving operations, 
Washington has also noted a general appeal from those other findings 
and conclusions respecting items of “Natural gas production expenses” 
and “Transmission expenses” which are not in accord with recom- 
mendations made by Washington in its brief before the examiner. 
Upon review of the other findings and conclusions—and of the evi- 
dence upon which they are based, we find them to be reasonable and 

2 The “Summary—Cost of gas purchased,” as found by the examiner, appears at p. 499. 
infra, of the Intermediate Decision. 


%3The summary of “Total natural gas production expenses,” as found by the examiner, 
is set forth at p. 500, infra, of the Intermediate Decision. 
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proper and adopt them as our own. Washington’s appeals are, there- 
fore, in these respects denied. 


RATE BASE AND RETURN 


Plant in Service."—Applicants’ take exception to the fact that the 
examiner in estimating the average gas plant in service for 1952 
has included only one-fourth of the estimated investment for addi- 
tions to be made in that year at the compressor station on the 26-inch 
line. Such compressor station additions represent almost 96 percent 
of applicants’ total estimated net additions for the year 1952. It is 
estimated by applicants that the construction of such compressor 
station additions will commence in mid-1952 and the new facilities 
will be placed in operation about the first of October 1952. 

In view of the facts concerning this item of future construction, 
which are quite fully set out in the intermediate decision, we think 
the examiner’s findings are quite proper on this point and the only 
ones which could reasonably be made.” 

Total cost of service.” As modified by the preceding adjustments 
which we find necessary in items reflecting cost of gas purchased, the 
estimated total cost of service is summarized as follows: 


Natural gas production expense______-___-~- pole a $14, 774, 533 
Transmission expenses_____-_--_---_~_- ; ecgad 1, 370, 478 
Other revenues (credit) —~---- pest - ‘ (75, 106) 
Administrative and general expenses____-_~_-~~_- ied 393, 368 
Depreciation expense___-_- ee eee F pivaecombenns 1,119, 917 
Ns cer ebreltacoyrand anicaenn caries : m é ceaasiaeetid 1, 416, 004 
ch beater pire in wiceiceceranat se 2, 198, 372 
Total cost of service, 1952____.___-_-_-_ pie ae aoe Line 21, 192, 566 


Allocation to demand and commodity.“ In this, as in most of our 
natural gas rate proceedings, we are confronted with a cost allocation 
problem. Applicants, the staff, and Washington each introduced evi- 
dence showing that which they conceived to be the proper method 
of allocation.* The examiner in his intermediate decision did not 
agree with any of them in respect to all items. Consequently, the ap- 
plicants, the staff, Washington, and Commonwealth have each taken 


44 This subject is discussed at pp. 515-516, infra, of the Intermediate Decision. 

15 See cases cited in footnotes at p. 515. 

16 ‘The ‘“Total cost of service” as summarized by the examiner is set forth at pp. 520-521 
infra, of the Intermediate Decision. 

17 This subject is discussed at pp. 521—527, infra, of the Intermediate Decision. 

18 Washington’s witness’ allocations (classifications) of costs as demand and commodity 
costs are in agreement with the classifications of staff’s witness, except for the single item 
of cost of gas purchased. 

A witness appearing on behalf of the Public Service Commission of West Virginia also 
introduced evidence as to a proposed plan of allocation designed to establish a basis for a 
rate for sales in West Virginia by Seaboard. This proposed allocation is discussed 
separately at pp. 539-540, infra, of the Intermediate Decision. 
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exception to findings of the examiner as to the proper allocation of 
different items entering into the total cost of service. 

Because this question of proper allocation of costs is of such great 
importance in practically all rate proceedings before us—and usually, 
as here, is one of the most controversial of issues—we consider it ap- 
propriate to set out at some length our views as to proper methods of 
cost allocation so that all may be informed and guided in situations, 
which may be substantially similar to the conditions here present. 

The controversy generally engendered in rate proceedings as to the 
proper method for allocation of costs stems largely from the fact 
that the relative importance of the demand (capacity) and commodity 
(volume) functions cannot be measured with scientific accuracy. In 
the final analysis the allocations of cost to these respective functions 
are and must be largely dictated by informed judgment. Through- 
out our administration of the Natural Gas Act we have continually 
strived to develop—and improve—methods of allocation which would 
most properly apply to the natural-gas industry activities subject to 
our jurisdiction in the matter of rates. The methods used in the 
determination of early rate proceedings * were modified somewhat in 
our latter decision in the Mississippi River Fuel Corp. case ® because 
additional experience under the methods first applied indicated the 
necessity for modification thereof. Further experience and knowledge 
gained since the time of our decision in the Mississippi River Fuel 
Corp. case—continuing study of this troublesome question—and the 
facts in evidence in this proceeding disclose the need for further 
departure from methods of allocation previously applied if results 
are to be obtained which are equitable to the various classes of custom- 
ers and which attribute to each such class their proper share of the 
cost. 

The three witnesses who testified on this subject in this proceeding 
generally divided costs between demand and commodity factors or 
elements. Demand costs were characterized as those which are as- 
sociated with capacity of the facilities, whereas commodity costs 
were deemed associated with the volume or quantity of gas delivered. 

A natural-gas transmission facility performs both a capacity and 
a volumetric function. In this sense it is a joint facility, which 
thus presents the problem, always difficult, of allocating joint costs. 

In the Matter of Canadian River Gae Co., 3 F. P. C. 32, affirmed, sub nom. Colorado 
Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581; City of Cleveland vy. Hope 
Natural Gas Co., 3 F. P. C. 150, affirmed, Federal Power Commission v. Hope Natural Gas 
Co., 320 U. S. 591; In the Matter of Interstate Natural Gas Co., 3 F. P. C. 416, affirmed, 
Interstate Natural Gas Co. v. Federal Power Commission, 331 U. S. 682; In the Matter 
of Cities Service Gas Co., 3 F. P. C. 459, affirmed Cities Service Gas Co. v. Federal Power 
Commission, 155 F. 2d 694, cert. denied, 329 U. S. 773 


In the Matter of Mississippi River Fuel Corp., 4 F. P. C. 340, affirmed in part, reversed 
in part, and remanded Mississippi River Fuel Corp. v. Federal Power Commission, 163 F. 


9 


2d, 433, and dispused of on basis of agreement without further formal proceedings, 7 
FW. P. C. 802. 
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This problem is not unlike that which was presented to the Supreme 
Court in the Colorado Interstate case," as to which it was stated: 
“Allocation of costs is not a matter for the slide-rule. It involves 
judgment on a myriad of facts. It has no claim to an exact science. 
Hamilton, Cost as a Standard for Price, 4 Law & Contemporary 
Problems 321.” 

In this present case, applicants, generally speaking, allocated fixed 
costs or expenses, except return on investment and related income 
taxes, to the capacity, or demand, function. Return and income taxes 
were allocated equally between the demand and volume. Variable 
costs were assigned to the volumetric or commodity function. The 
staff, on the other hand, apportioned all fixed costs or expenses equally 
between demand and volume, but, like applicants’ witness, assigned 
variable expenses to commodity. 

In brief, applicants’ witness hoids to the theory that the capital 
outlay for a transmission facility varies with the size or the capacity 
of the facility; that the fixed expenses associated with this capital 
outlay do not vary with the volume of gas transported; and, there- 
fore, such expenses should be assigned to the demand or capacity 
function. All other annual relatively nonvariable costs were treated 
by such witness the same as the fixed expenses on the capital outlay. 
As noted before, an important exception to this theory is made in 
respect to return on investment and income taxes, both of which are 
allocated equally between the demand and volumetric functions 

We are unable, however, to acept the premise that merely because 

certain costs do not vary with use they automatically become 7. toto 
demand or capacity costs. A pipeline would not normally be built 
to supply peak service, that is to say, service on the peak days only. 
We know from our administration of section 7 of the Natural Gas 
Act, which involves the issuance of certificates of public convenience 
and necessity, that pipelines are built to supply service not only on 
the few peak days but on all days throughout the year. In proving 
the economic feasibility of the project in certificate proceedings, reli- 
ance is placed upon the annual as well as the peak deliveries. Stated 
another way, the capital outlay for the pipeline facility is made—and 
justified—not only for service on the peak days but for service 
throughout the year. Both capacity and annual use are important 
considerations in the conception of the project and in the issuance 
of certificates of public convenience and necessity. Both capacity 
and volume, therefore, are what are known as cost factors or inci- 
dences in respect to the capital outlay for a pipeline project. It 
follows that reasonably accurate results can be achieved only by 
allocating the fixed expenses flowing from the capital outlay to both 
operating functions, viz., capacity and volume. 


“1 Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. 8. 581, 589. 
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The soundness of the foregoing conclusion will be made clear by 
a simple illustration. If fixed expenses are assigned wholly to the 
demand or capacity function, then gas service which is interrupted on 
peak days will not share in any of the fixed costs. Conceivably under 
such an allocation large quantities of natural gas could be sold to in- 
dustrials 360 days of the year and interrupted on five or so peak days, 
and such gas would bear none of the costs incurred in constructing the 
pipeline facility. In other words, under a strict application of this 
theory, the interruptible service would not bear any depreciation ex- 
pense, return, income taxes, or any part of the other fixed expenses as- 
sociated with the capital outlay. This would be so even though the 
capital outlay made the interruptible service possible by providing 
the means of transportation used extensively by such assumed inter- 
ruptible service. As pointed out in the Colorado Interstate case, 
supra, p. 592, this would result in free transportation for the inter- 
ruptible gas. Under such a procedure, as has been demonstrated in 
our rate proceedings, the interruptible gas would be charged nothing 
for return (compensation of capital) while, at the same time, the fail- 
ure to allocate any of the fixed expenses to that service would result 
in very high profits (return) therefrom. 

Applicants’ witness assigned 50 percent of the return and 50 percent 
of income taxes, which follows return, to the volume of gas trans- 
ported, that is to the commodity function. It must be evident that as 
far as cost incidence is concerned return and depreciation are alike as 
two peas ina pod. In the public utility sense return is compensation 
for the use of capital during the service life of the pipeline or other 
plant facility, whereas depreciation expense represents the return of 
capital outlay to the uatural-gas company during that same service 
life. One is a return on capital whereas the other is a return of 
capital. Clearly, consistency requires that both costs be treated alike. 
Both costs are incurred in respect to capacity and volumetric func- 
tions, and, therefore, should be apportioned to both functions. 

Similarly the other fixed expenses are incurred in respect to both 
capacity and volumetric functions. ‘Thus, the labor involved in oper- 
ating transmission mains may not vary greatly in the course of a year, 
but this does not mean that the costs thereof are incurred solely for 
demand or capacity service. Quite the contrary is true. The costs are 
incurred in connection with the operation of the mains throughout the 
year. The operation of mains is necessary to get all the gas trans- 
ported, hence all the sales should bear a share in this item of expense. 

To reiterate—and emphasize—fixed costs or expenses are incurred 
for both peak use and annual use in respect to both demand and 
volumetric functions. They are important cost factors in respect 
to both services. To achieve a reasonable equitable result—they must 
be apportioned to both services. 
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The determination of how much of the fixed costs is assignable 
to each function, demand or volume, involves judgment. It can only 
be done by judgment inasmuch as the facts upon which the determina- 
tion must be made are not susceptible to mathematical computation. 
We know that both functions are very significant. This is not a case 
where one form of joint use greatly predominates. It is our opinion 
that these significant cost factors should be weighted equally, that is 
to say, 50 percent should be assigned to demand and 50 percent to 
commodity. In this manner all gas transported by the pipeline will 
share in all of the various kinds of expenses incurred to transport the 
gas. Gas which is associated with delivery on the peak day or a group 
of peak days will share in the total expenses including the total of the 
fixed charges. That gas which is not associated with deliveries on the 
peak day or group of peak days will not share in 50 percent of the 
fixed costs. This solution recognizes the principle that costs asso- 
ciated with peak service are higher than those which are associated 
with interruptible or off-peak service. In our opinion it reasonably as- 
signs these heavier costs to the service associated with peak deliveries. 
By the same token, while relieving off-peak service from sharing in 
50 percent of the fixed expenses, it, nevertheless, assigns to that serv- 
ice some of all of the costs incurred to construct and operate the pipe- 
line. As stated previously, the equal weighting assigned to the two 
cost factors of demand and commodity for the purpose of allocating 
fixed cost or expenses is a judgment determination. It can never be 
otherwise for the allocation of joint costs is not and cannot be an exact 
science.” 

Therefore, for the reasons set forth in the foregoing discussion, we 
find that the examiner erred in allocating the following items of op- 
erating expense wholly to the demand component of the costs: measur- 
ing and regulating station—supplies and expenses ; operation of trans- 
mission mains—labor ; operation of transmission mains—supplies and 
expenses; and transmission maps and records. Similarly, we find that 
the examiner erred in allocating the following items of maintenance 
expenses wholly to the demand component: pumping station struc- 
tures; measuring and regulating station structures; other transmission 
system structures; mains; and measuring and regulating station equip- 
ment. For the same reasons, we also find that the examiner errone- 
ously allocated to the demand factor substantially all taxes other than 
income taxes. It is our judgment that each of such above-enumerated 
items of expense should be weighted equally ; that is 50 percent to de- 
mand and 50 percent to commodity. 

In allocating operation supervision and engineering the examiner 
apportioned this expense in the ratio of all other operation expenses 
to demand or commodity classifications to the total of all such other 
expenses, omitting in the computation the amount for a// pumping 
station supplies and expenses. The examiner erred in excluding from 


22 Colorado Interstate Gas Co. v. Federal Power Commission, supra; State of New York 
v. United States, 331 U. S. 284. 
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the computation the total costs for pumping station supplies and ex- 
penses. Only those costs attributable to pumping station fuel should 
have been excluded for this purpose. The costs of other items of 
pumping station supplies and expenses should have been included as 
are other such items which are incurred for other purposes. 

The tabulation on the following page shows that allocation of the 
various items of expense between the demand and commodity factors 
which we believe to be proper in this case, which is in accordance with 
the foregoing discussion. 

In thus setting forth principles which we believe should be applied 
in the allocation of costs, we have explained why we have reversed the 
examiner as to his findings and conclusions with respect to the alloca- 
tion of those items of expense heretofore specified. As to all other 
items, we approve the several findings and conclusions of the exami- 
ner and believe that they adequately and properly support the alloca- 
tions made. Further, in addition to the reasons hereinbefore set forth 
as to why, in our judgment, depreciation expense should be allocated 
to the demand and commodity components equally, we also approve 
and adopt the findings and conclusions of the examiner as to this item. 


SUMMARY 


Allocation of total cost of service-—The findings and conclusions set 
forth in the intermediate decision, with respect to the classification of 
expenses as demand and commodity costs, respectively, as modified by 
our further findings and conclusions set forth hereinbefore, summarize 
as follows: 





Total Demand ‘Commodity 
Natural gas production expense 
Miscellaneous: 
Duplicate charges (credit ($148, 791) $148, 791) 
Other production expenses: 
Gas purchased 14, 921,845 | $2,766,795 | 12, 155, 050 
Purchased gas expenst 1,479 1,479 
Transmission expenses: 
Operation: 
Supervision and engineering 77, 734 26, 514 51, 220 
Pumping station labor 248, 896 124, 448 124, 448 
Measuring and regulating station labor-- 59, 265 29, 633 29, 632 
Pumping station supplies and expenses 394, 319 394, 319 
Measuring and regulating station supplies and expenses 10, 006 5, 003 5, 003 
Mains labor -- 164, 219 82, 110 82, 109 
Mains supplies and expenses 41, 101 20, 551 20, 550 
Maps and records 11,018 5, 509 5, 509 
Maintenance: 
Supervision and engineering 50, 822 13, 468 
Pumping station structures_ 5, 277 
Measuring and regulating station structures 893 
Other transmission system structures 498 
Mains 60, 168 


Pumping station equipment 
Measuring and regulating station equipment 
Miscellaneous 3 
Administrative and general. 
Other revenues (credit 
Depreciation 








Taxes—other than income 213 7 
Taxes—income 494, 436 
Return... 


1, 096, 686 


Total. ‘ 21, 192, 566 5, 620, 042 
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Allocations to firm customers.~—We approve the findings and con- 
clusions of the examiner under this heading as to the method to be 
followed in allocating to the firm sales of applicants the portion of 
the total cost of service to be attributed thereto. However, in view 
of the changes we have hereinbefore made affecting the estimate of 
the total cost of service and the allocation of the constituent items 
thereof to the demand and commodity components, it is necessary that 
we also indicate specifically the portion of the cost of service to be 
borne by firm sales. 

As we have shown, we estimate the total cost of service to be 
$21,192,566. For the reasons set forth in the intermediate decision * 
we find the portion thereof to be borne by applicants’ firm customers 
to be: 

Demand Costs iaie discal : ....... $5, 620, 042 
Commodity costs : 
Total commodity costs 
Less: 
Revenues from interruptibles ™ 
14, 204, 729 
19, 824, 771 


Washington’s propose d adjustments.>—(a) Base quantity “stop- 
per” adjustment. 

(b) Allocation according to future utilization. 

Washington takes a general exception to all of the findings and 
conclusions contained in the intermediate decision on these points. 
The so-called “Base quantity ‘stopper’ adjustment” and “Allocation 
according to future utilization” represent two of the proposals sub- 
mitted by Washington as bases for arriving at a form of rate which 
would, according to Washington, “effectively eliminate the discrimina- 
tory effects of a high, fully ratcheted demand charge, uniformly 
applied.” 

As we understand the reasons advanced by Washington in support 
of these two theories of approach to the determination of the proper 
form of rate to be fixed in these proceedings, such reasons and sup- 
porting argument are largely dissipated by the finding of the exam- 
iner—in which we concur—that the year 1952 is the proper test year 
for the basic purpose of determining just and reasonable rates in 
this proceeding. This view of Washington’s position was supported 
by the argument of its counsel who stated that the use of the year 
1952 as the test year minimized the claimed effect upon Washington 
of the cost of maintaining unused capacity in applicant’s system 
pending the development of the natural-gas load in those new markets 


23 This subject is discussed at pp. 527-528, infra. 
*% See footnote 1 at p. 528, infra. 
*% These subjects are discussed at pp. 528-535, infra. 
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wherein natural-gas deliveries were commenced by applicants during 
the year 1950. 

In any event, we do not find that the circumstances of this pro- 
ceeding justify or require the fixing of rates of applicants according 
to the techniques proposed by Washington. Furthermore, we are of 
the opinion that the examiner's findings and conclusions with respect 
thereto are appropriate and proper. 

Heat content adjustments.*°—Applicants, Commonwealth, Lynch- 
burg and Richmond all except to the examiner’s findings and con- 
clusions to the effect that applicants’ several rate schedules, by reason 
of the omission of a heat content adjustment provision, are unjust 
and unreasonable, and requiring that applicants shall include in all 
rate schedules filed with this Commission a heat content adjustment 
provision based upon a common denominator of 1,150 B. t. u. per 
cubic foot. 

Arguments ‘advanced by these parties in opposition to the inclusion 
of a heat content adjustment in applicants’ rate schedules are many 
and varied. However, none of them, in our opinion, come to grips 
with the real problem of undue discrimination and undue preference 
between customers, which is the basic finding upon which the exam- 
iner has concluded that applicants should be required to include such 
a heat content adjustment in their schedules. 

This is the first time that this issue has been so squarely presented 
to us on a set of facts such as are involved in this proceeding. For 
this reason, even though we are in full agreement with the findings 
and conclusions of the examiner on this question, we are inclined to 
add further comment concerning certain of the evidence in this 
proceeding. 

As the intermediate decision discloses, prior to 1950 all of appli- 
cants’ customers were served from the single 20-inch pipeline, which 
constituted applicants’ then existing system, and all were supplied 
with natural gas produced from the same common sources of supply. 
Thus, even though there were from time to time substantial variations 
in the B. t. u. content of the gas delivered by applicants, all of their 
customers were treated equally in this respect in that they all received 
natural gas of substantially the same heating value. However, sub- 
stantial changes in this situation resulted from the commencement 
of operation of the new 26-inch line in 1950, and also the commence- 
ment of service by applicants to new customers in that year. 

As related in the intermediate decision, the gas transported through 
and delivered from the 20-inch pipeline has been produced in the 
Boldman, Ky., area. And the natural gas flowing eastward through 
this line in the future will come from that source of suppky. This 


* This subject is discussed at pp. 536—537, infra. 
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Kentucky gas has had a heat value of approximately 1,153 B. t. u. 
per cubic foot on an annual average. The gas which is transported 
through and delivered from the new 26-inch line, the operation of 
which, as we have noted, commenced on January 7, 1950, is purchased 
from the United Fuel Gas Co., an affiliate of applicants, at United 
Fuel’s Cobb compressor station near Clendenin, W. Va. The gas 
delivered to applicants at the Cobb compressor station has a heat 
content averaging about 1,042 B. t. u. per cubic foot. The major por- 
tion of this gas has its origin in producing fields in the southwestern 
part of the United States. 

Since some of applicants’ customers are and will be served ex- 
clusively with gas from the 20-inch line, and some are and will be 
served exclusively with gas from the 26-inch line, and still others 
will be served with a portion of their requirements from each of the 
two lines, there is a considerable variation in the heating value of the 
natural gas delivered to the several customers. Further, it is antici- 
pated by applicants that such differences in the B. t. u. content deliv- 
ered to the customers may be even greater in the future. The 
following tabulation, which is taken from evidence presented by the 
applicants reflecting their estimates of anticipated operations for the 
year 1952, clearly demonstrates the variation in the heat content of 
the gas to be delivered to the various customers. 


Weighted | Range of variation 
Line through average in monthly average 
. which gas is B. t. u. con- B, t. u. content 
Cus » 
ustomer delivered to the | tent of gas 
customer delivered 
in the year High Low 


KENTUCK Y-WEST VIRGINIA ZONE 
Amere Gas Utilities Co____ ‘ 1 


, a ee . Linch . 
Virginia Gas Distribution Corp_- j~ inch lin 
Cumberland & Allegheny Gas Co 26-inch line 


VIRGINIA-MARYLAND ZONE 


City of Charlottesville. 
Lynchburg Gas Co. ._.. 

Roanoke Pipe Line Co__.......-- 
Virginia Gas Distribution Corp. 


M-inch e d 
Commonwealth Natural Gas Corp ~ i — , 1, 174 
26-inct ( 


er line___. , 15 1,174 


Washington Gas Light Co....____- ; | > ‘bh lit i 
Washington Gas Light Co., of Maryland, Inc ~— p ae ae 
Maryland Counties Gas Co__.._- | 26-inch line. 

Consolidated Gas, Electric Light & Power Co- lor ine line 4 
The Manufacturers Light & Heat Co___- “aaa | _— 


1, 066 


The rate schedules of applicants are uniformly applied throughout 
the Kentucky-West Virginia zone and also throughout the Virgina- 
Maryland zone. 

We believe that the facts illustrated by the above tabulation clearly 
demonstrate that applicants are unduly discriminating between cus- 
tomers in demanding and receiving uniform volumetric rates and 
charges from their several customers in each rate zone regardless of 
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the substantial variations in the heating value of the gas delivered to 
the various customers. Accordingly, we approve of the examiner’s 
findings and conclusions that each of applicants’ rate schedules, to be 
just and reasonable, and not unduly discriminatory or preferential, 
should include a heat content adjustment provision.” 

The rate for contract demand services.*—Washington, Richmond, 
Lynchburg, Commonwealth, and the staff noted exceptions to findings 
and conclusions set forth in the intermediate decision under this 
heading. 

Washington contends that a therm rate should be adopted rather 
than the demand-commodity form of rate which the examiner found- 
when coupled with a heat content adjustment provision—was proper. 
Washington contends that a therm rate would provide a realistic unit 
of measurement for purposes of comparability and simplicity. At the 
same time, Washington concedes that the heat content adjustment 
recommended by the examiner will eliminate discrimination arising 
from the differentials in the heat content of the gas to be delivered to 
the various customers. We find no merit in these contentions of Wash- 
ington. It alone, among all the customers of applicants, sells gas to 
the consumers at rates based upon the therm measurement. However, 
it has at all times in the past and is now purchasing such gas on a cubic 
foot basis. It would appear that the simplification sought is solely 
for the benefit of Washington. 

Lynchburg specifically excepts to the findings and conclusions of 
the examiner respecting the propriety of including in applicants’ 
tariffs a heat content adjustment provision. It alleges that such a 
provision will result in an illegal increase in the rates and charges to 
Lynchburg. 

Richmond also objects to the imposition of a heat content adjust- 
ment provision on the grounds that such a provision will affect the 
cost of gas to Commonwealth, Richmond’s supplier, and thus will ad- 
versely affect the cost of gas to the consumers within the City of 
Richmond. 

We have discussed elsewhere herein reasons why we believe a heat 
content adjustment provision is not only appropriate under the cir- 
cumstances disclosed in this proceeding but is also a necessity under 

77In arguing against the imposition of the heat content adjustment provision in their 
rate schedules, applicants have quoted one sentence from our opinion, 10 F. P. C. 35, 
In the Matters of United Gas Pipe Line Co., et al., as being a statement in opposition to the 
inclusion of such a provision in rate schedules In so doing, applicants have failed to take 
note of the fact—as clearly shown in such opinion—that our conclusion in this regard was 
based upon our finding that discrimination would exist if a heat content adjustment was 
included in the contract covering one of the two sales in question without inclusion of 
such a provision in the contract with the second customer. Furthermore, the facts in 
that case did not present a clear showing, as do the facts here, that the heating quality 


of the gas would vary substantially—or at all—between the two customers there proposed 
to be served. Our findings in this instant matter are not opposed to those made in such 


opinion, 10 F. P. C. 35. 
*8 This subject is discussed at p. 541, infra 
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the law. Hereinafter we discuss the question raised by Lynchburg, 
and others, as to legality of the rates prescribed. 

Commonwealth takes exception to the “entire text” in the inter- 
mediate decision under this heading. It contends for an adjustment 
in the allocation of costs between the demand and commodity compo- 
nents so that the resultant totals will reflect an increase in the demand 
component of cost and a decrease in the commodity component, and a 
comparable adjustment in the rates found by the examiner to be just 
and reasonable. 

More urgently, however, Commonwealth contends that a heat con- 
tent adjustment should not be required in applicants’ tariffs. The 
principal argument advanced by Commonwealth in support of this 
latter exception is that the rates found just and reasonable by the 
examiner, when coupled with a heat content adjustment provision, 
will increase the cost of gas to Commonwealth. This argument is 
based upon Commonwealth’s statement: “For the year 1952, based on 
a continuation of the existing rate, and volumetric adjustment based 
on the expected B. t. u. of the gas to be bought, Commonwealth gas 
costs will be $3,040,948. Using the rates in examiner’s decision, with 
a heat content adjustment, the cost will be $3,134,787. Allowing Sea- 
hoard the same earnings which the examiner approves as reasonable, 
but using a volumetric rate with no heat content adjustment, gas costs 
would be $2,972,418.” On the basis of this statement, Commonwealth 
argues: “It is thus apparent that the heat content adjustment will 
cost Commonwealth $162,309 in 1952, and, of course, correspondingly 
more in later years.” Commonwealth contends that the imposition 
of rates which—when coupled with a heat content adjustment—will 
have the effect of so increasing its cost of gas is contrary to the pro- 
visions of section 5 (a) of the Natural Gas Act. 

The staff’s exceptions to the level of the rates which the examiner 
finds just and reasonable are based upon the staff's contentions with 
respect to what is a proper allocation of cost of service items to 
the demand and commodity components. The staff also contends that 
the examiner has wrongly interpreted the provisions of section 5 (a) 
of the act, and, because thereof, has made other findings which are 
inappropriate. 

We have previously expressed our opinion as to the proper method 
for allocation of costs to the demand and commodity components 
of the costs of service. While, as we have pointed out, such an alloca- 
tion of costs is not necessarily controlling in the fixing of the precise 
level of the demand and commodity components of the rates, they 
are, in the absence of other mitigating circumstances, a reasonably 
accurate guide as to the appropriate level for the demand charge and 
the commodity charge. In this case there are no unusual mitigating 
circumstances. Accordingly, on the basis of a demand component 
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of costs totaling $5,620,042, and total billing demand of 4,180,850 
units, a zone differential of 10 cents, and a heat content adjustment 
based upon a common denominator of 1150 B. t. u. per cubic foot,” 
the demand charges are herein determined to be $1.46 per M. ec. f. 
billing demand for applicants’ Maryland-Virginia zone and $1.36 per 
M. c. f. of billing demand for the Kentucky-West Virginia zone. 

On the basis of a commodity component of cost totaling $14,204,729 
and total firm sales of 61,937,268 M. c. f., a zone differential of one 
cent, and a heat content adjustment based upon a common denominator 
of 1,150 B. t. u. per cubic foot, the volume (commodity) charges are 
herein determined to be 24.5 cents per M. c. f. of gas delivered for 
applicants’ Maryland-Virginia zone and 23.5 cents per M. c. f. of gas 
delivered for the Kentucky-West Virginia zone. 

The examiner, because of the construction given by him to the pro- 
visions of section 5 (a) of the act, set out in the intermediate decision 
certain alternative and lower rates which, under the conditions out- 
lined in such decision, would be just and reasonable on the basis of 
avoiding unjust discrimination between customers. Since our inter- 
pretation of section 5 (a) of the Natural Gas Act is contrary to that 
of the examiner, we find no need to indicate alternative rates designed 
to overcome the obstacles interposed by the construction given by the 
examiner to such section of the act. 

The contentions of Commonwealth and the staff as to the proper 
interpretation to be given to section 5 (a) of the act presents ques- 
tions—which are for all intents and purposes—of novel impression. 
The exceptions relate to the construction to be given to the proviso 
of such section 5 (a) which reads as follows: 

Provided, however, That the Commission shall have no power to order 
any increase in any rate contained in the currently effective schedule of such 
natural gas company on file with the Commission, unless such increase is in 
accordance with a new schedule filed by such natural gas company; * * *. 

As we have noted hereinbefore, Commonwealth contends that the 
rates which the examiner found just and reasonable will—when 
coupled with a heat content adjustment provision—result in higher 
cost of gas purchases by it, and that, therefore, such rates are pro- 
hibited by the above-quoted proviso of section 5 (a) of the act. The 
staff does not dispute the fact that such rates will result in higher 
costs of gas to Commonwealth. Rather, the staff contends that even 
so the rates are not within the prohibition of this section of the act. 

“The weighted average heat content of gas delivered to the Boldman line is approxi 
mately 1150 B. t. u. The existing contract between Seaboard and the Manufacturers Light 
& Heat Co., an affiliate, provides that for the purpose of applying the applicable rate the 
actual volumes of gas delivered shall be adjusted to units of measurement calculated on 
the basis of a 1150 B. t. u. heat content. The weighted average B. t. u. of gas estimated 


to be sold from applicants’ system in 1952 is computed to be approximately 1,076 B. t. u. 
per eubie foot. 
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The staff takes the position that prescribed rates which produce 
lesser total revenues when applied to all customers in defined zones or 
areas are not increases in rates within the contemplation of the above- 
quoted provisio of the act. Further, the staff urges, if the effect of 
a change in rates is to produce lesser total revenues to the applicants 
for service under such rate, it cannot properly be held to be an increase 
in rates even though certain individual customers might be required 
to pay increased payments as a result thereof. It is said that this 
provision of the act only prohibits increases in rates of general 
applicability beyond those proposed by the filing natural-gas company. 
Thus, there is presented a question as to the meaning and effect to 
be given to the previously quoted proviso of section 5 (a) of the act. 

The portion of the total cost of service as found by the examiner, 
attributable to the contract demand customers of applicants—when 
allocated by us to the demand and commodity components of the 
rates—indicates that the rates for service to Commonwealth, and other 
customers in the Virginia-Maryland zone, would be $1.36 per M. c. f. 
of demand and 23 cents per M. c. f. of annual volume, but without 
application of any heat content adjustment provision. On this basis, 
the costs of Commonwealth’s estimated 1952 purchases from Virginia 
Gas would be $3,665,529 which is $117,216 less than such costs of Com- 
monwealth would be under the existing rates. However, such portion 
of the cost of service similarly allocated between the demand and com- 
modity components—when coupled with a heat content adjustment 
provision—result in a demand charge of $1.46 per M. c. f. and a com- 
modity charge of 24.5 cents, which are the rates we have hereinbefore 
found to be just and reasonable. The application of these latter 
rates to Commonwealth’s estimated 1952 purchases reflect total costs 
for its purchases from Virginia Gas of $3,889,566 which is $106,821 
more than Commonwealth would pay under the applicants’ rates. 
Thus, it appears clear, as Commonwealth urges, that the estimated 
increase in its costs of gas is attributable to the application of the heat 
content adjustment provision which we find necessary in the cireum- 
stances of this case and require to be included in applicant’s tariffs. 

The examiner, in passing upon the question, concluded “that it is 
beyond statutory competence for an order in this proceeding to issue 
directing, in effect, an increase in rates” to Commonwealth and certain 
other customers of applicants. In so doing, the examiner found that 
the prescription by order of rates which, when coupled with a heat 
content adjustment provision, are estimated to result in an increase 


in the average cost of gas to certain of applicants’ customers is pro- 
scribed by the proviso of section 5 (a), even though the uniform 
application of such rates would result in an estimated decrease in the 
cost of gas to other customers. This literal interpretation of the 
plain language of the statute is, in our view, a proper one. 
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The proviso of section 5 (a) of the act is clear and unambiguous. 
Thus, without more, there would be no occasion to resort to the legis- 
lative history to ascertain the congressional intent with respect to 
this proviso. Even so, because of the importance of this proviso in 
this case, and the seriousness of the arguments made with respect to 
the interpretation to be given it, we have closely examined the legis- 
lative history of the Natural Gas Act. Upon such examination, we 
find nothing to indicate that it was the intent of the Congress to give to 
the language of the proviso any meaning other than that generally 
given to these words. Accordingly, we conclude that the Commission 
has no power to order an increase in the costs of gas to certain of 
applicants’ customers, which would result by the application of the 
rates and charges herein found to be just and reasonable as to other 
customers, when coupled with a heat content adjustment provision. 

Accordingly, we shall require by order that the applicants’ shall 
file rate schedules containing the appropriate rates and charges here- 
inbefore found to be just and reasonable, and not unduly discrimina- 
tory, or preferential, which shall be applicable for sales thereunder 
where no estimated increase in costs of gas will result to the individual 
customer. We shall further require by order that applicants shall file 
schedules covering all other sales, subject to our jurisdiction, and 
containing rates and charges which are not unjust, unreasonable, un- 
duly discriminatory, or preferential. 


TARIFF PROVISIONS 


Boiler Fuel Restriction.°—In the proceedings before the examiner, 
several of the parties, including the staff, for varying reasons opposed 
the inclusion in the availability clause of applicants’ contract demand, 
general service and interruptible service rate schedules of a provision 
limiting gas available for use as boiler fuel by buyer, or by any 
one ultimate customer of buyer, to an amount not exceeding 500 M. c. f. 
per day. However, such opposition appears to have largely dissolved, 
since only Washington now specifically excepts to the findings of the 
examiner that such a restrictive provision should be permitted in such 
schedules of applicants. 

Washington, in support of its position, urges before us the same 
arguments advanced to the examiner initially in opposing the inclu- 
sion of such a provision. Therefore, since we are in complete agree- 
ment with the findings contained in the intermediate decision, there is 
no occasion for further discussion of this issue. However, we would 
point out to the applicants—and their parent—that such findings are 
largely predicated upon the representations that such a restrictive 
provision is in furtherance of the existing practices of the operating 





This subject is discussed at pp. 542-544, infra. 
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companies in the Columbia Gas System, including Applicants, and is 
principally required to permit the storage operations which are neces- 
sary to the most satisfactory operation of all of the Columbia Gas 
System companies. Therefore, in order to insure that all companies 
in the Columbia Gas System—and their customers—are controlled by 
the restrictive influence of a filed tariff provision, we shall expect all 
companies in the Columbia Gas System having tariffs on file with this 
Commission to revise them at the earliest reasonable opportunity 
presented so as to include therein an availability clause comparable to 
that now approved for inclusion in the tariffs of these present appli- 
cants. 

Elimination of GS-1 schedule.*— Seaboard’s Rate Schedule GS-1 
is limited to the Kentucky-West Virginia zone of Seaboard and is the 
schedule under which Amere Gas Utilities Co (Amere) makes its 
purchases from Seaboard.” The staff contended before the examiner 
that this schedule created a discrimination between Amere and all 
those customers purchasing under the contract demand schedule, both 
as to service and as to price. However, the examiner reached the con- 
clusion that “it cannot be found that Seaboard’s GS-1 rate schedule is, 
within the meaning of the act, unjust, unreasonable, or unlawful or 
makes or grants any undue preference or advantage, or creates any 
unreasonable difference in charges or service.” The staff has taken 
exception to the findings and conclusions of the examiner on this issue. 

This rate schedule GS—-1—as the staff contends—and the examiner 
agrees—was specifically tailored to meet the special circumstances 
under which Seaboard sells and Amere purchases gas. Amere pur- 
chases its base load gas supply from sources other than Seaboard. 
Amere’s requirements over and above the supply available from such 
other sources are provided by Seaboard under this schedule. Neither 
the rate schedule, nor the service agreement providing for service 
thereunder to Amere limits the volumes of gas which Seaboard is 
obligated to supply upon demand of Amere, excepting the general 
limitation of “the limits of the natural gas supply and capacity of the 
facilities” of Seaboard. The rates contained in rate schedule GS-1 
are the same as those in Seaboard’s contract demand schedule. How- 
ever, there is no floor under the billing demand to Amere as there is in 
the contract demand schedule, excepting that rate schedule GS-1 
requires the payment of a demand charge computed on a 12-month 
ratchet based upon actual take by Amere. 

The staff contends that discrimination results with respect to service 
in that the contract demand customer is restricted as to gas available 
to his contract demand, whereas Amere is entitled under rate schedule 
GS-1 to as much gas as desired at any and all times, Seaboard, in effect, 


% This subject is discussed at p. 544, infra. 
*2 Seaboard and Amere are affiliates in the Columbia Gas System 
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serving to firm up Amere’s local gas supply. The staff further con- 
tends that discrimination results with respect to rates in that the con- 
tract demand customer has a floor under his billing demand over the 
full term of his contract equal to 90 percent of the existing contract 
demand, whereas Amere receives service under a schedule containing 
a 12-month ratchet on actual take. 

We are of the opinion that the examiner erred in finding that the 
differences inhering in rate schedule GS-1, as compared with the 
provisions of Seaboard’s contract demand schedules, are founded upon 
proper and reasonable circumstances. Upon our consideration of the 
evidence, we find that it supports the staff's contentions and we further 
find that Seaboard’s rate schedule GS—1 is unjust, unreasonable, un- 
duly discriminatory, and preferential, and, therefore, being unlawful 
it should and must be eliminated. 

Change in de finition of “contract demand.” *—Staft proposed to 
have applicants’ respective general terms and conditions contain a 
provision requiring that a customer’s effective contract demand be 
stated in the service agreement. The examiner, in finding that this 
proposal seems to be in conflict with the intended scheme of the gen- 
eral terms and conditions as set forth in section 154.39 of the Com- 
mission’s regulations under the act, stated that: “No issue appropriate 
to this proceeding appears here to be involved, and the proposed 
change is, therefore, denied.” 

In this, and other instances we are unable to understand why the 
examiner failed to recognize certain staff proposals as issues in this 
proceeding. Early in the proceedings, it was proposed that this and 
other changes in the then proposed tariff were desirable in the interest 
of clarity and to conform with the intent of the Commission’s regula- 
tions. Since we hold that compliance with our regulations promul- 
gated under authority of the act is also required of natural-gas com- 
panies making rate filings subject to our jurisdiction, we find that 
this proposal of the staff—as well as other proposals for tariff revi- 
sions—were matters properly at issue in the proceedings. Certainly, 
applicants have recognized them as such. They have presented testi- 
mony with respect to such matters and have discussed them in their 
brief before the examiner. 

In passing upon the appeal of the staff from this specific finding of 
the examiner, we find that the statement in agreements for service 
under a contract demand schedule of the contract demand effective 
for each customer is a part of the full disclosure contemplated, and, 
therefore, that applicants should specifically provide in the general 
terms and conditions of their tariffs for the statement in the service 
agreements of such contract demands. 


This subject is discussed at p. 544, infra. 
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Other tariff changes.*—In addition to the changes in the tariff pre- 
viously discussed, the staff proposed other changes which it deemed 
desirable in the interest of clarity of statement in the tariffs and of 
understanding thereof. A number of these related to matters of form 
rather than substance, as was conceded by the staff. Even so, in each 
instance the examiner held against such proposed changes. While 
we do not agree with the findings in the decision as to these relatively 
minor matters, we do not feel there is need for detailed discussion of 
our reasons for disagreement. Particularly so, since applicants have 
in most instances indicated a willingness to accept the staff's 
suggestions.* 

Of more importance are the rulings of the examiner with respect to 
the provision of the tariffs relating to action permissible to the appli- 
cants in instances of overruns by customers in excess of specified con- 
tract demands. Subparagraph (c) of section 7 of applicants’ contract 
demand schedules permits applicants to increase the “contract de- 
mand” in the event a customer on 2 or more days in any 1 month 
receives volumes exceeding the then effective contract demand by more 
than 3 percent. The staff contends that such permissive option to the 
applicants gives them the optional right to demand and receive exces- 
sive overrun penalties, and that, rather than having the apparently 
desired effect of discouraging takes of gas in volumes exceeding the 
contract demand, this provision could have the opposite effect. It 
is said that a customer could—without consent of the seller—take gas 
in volumes exceeding its contract demand with full knowledge that 
the only effect under the tariff would be that which the customer de- 
sired, namely, an increase in its contract demand. The examiner 
found that there is no evidence upon which to judge the penalty exces- 
sive. This was error. The tariff provisions themselves are ample 
evidence, without more. 

As we have noted, action by the applicants to establish a new con- 
tract demand in the event of overruns by a customer in excess of 3 
percent of the contract demand are elective with the applicants. As 
we read other provisions of the tariff, in the event a new contract de- 


mand is so established the customer could be required to pay a con- 
tinuing penalty throughout the remaining term of the service agree- 
ment. The contract demand schedules require that the customer shall 
pay a demand charge according to its established billing demand 
during the preceding 12 months, and, after the exporation of any speci- 


* These matters are discussed at pp.. 545-548, infra. 

% In fact some of such suggestions made by the staff in these proceedings, even though 
overruled by the examiner, have been incorporated by these applicants in further revised 
tariffs filed with the Commission since the conclusion of the hearings in these instant 
proceedings. Such further revised tariffs are the subject of other proceedings before the 
Commission at docket No. G-1806, In the Matter of Atlantic Seaboard Corp. and Virginia 
Gas Transmission Corp. 
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fied development period, such billing demand, regardless of actual 
purchases, shall be not less than 90 percent of the contract demand. 
Elsewhere, it is provided in the tariff that an effective contract de- 
mand may be decreased upon notification by the customer given on or 
before a specified date. However, it is further provided, the aggre- 
gate amount of any such decreases may not operate to reduce the 
contract demand to less than 90 percent of the greatest contract de- 
mand previously at any time in effect. 

Penalty provisions of this nature are not unlike liquidated damage 
clauses contained in other types of contracts. In neither case is it 
generally possible to measure and assess the precise measure of dam- 
ages that should accrue as a result of the failure of one of the con- 
tracting parties to live up to its part of the agreement. We have 
frequently approved in principle the inclusion in tariffs of provisions 
providing for the assessment of a penalty against the customer who 
takes in excess of those volumes which it is authorized to receive 
under the terms of its service agreement. In so giving our approval, 
we have recognized that the customer has the primary responsibility 
for keeping its requirements within the volumes specified in the serv- 
ice agreement. Little means are given to the seller to control the vol- 
umes taken by a customer, other than to actually close the valves at 
the point of delivery. Any such action certainly would not be taken. 

We believe that a provision which could permit such result, im- 
probable though it may be, is unjust and unreasonable. Applicants 
will, therefore, be required to revise their tariffs so as to delete there- 
from such subparagraphs (c) of section 7 of the contract demand 
schedules, or to so amend such subparagraphs as to eliminate there- 
from those features which we find objectionable. 

The Washington contract.*°—Washington has noted a general ex- 
ception to all of the findings in the intermediate decision respecting 
the contract of May 1, 1937, as amended, between it and Seaboard. 

We find that the examiner's findings and conclusions with respect 
to such contract are proper and are amply supported by substantial 
evidence. As the examiner found, and for the reasons set forth in 
his decision, we also are of the opinion that the continuance of service 
by Seaboard to Washington under the terms of such contract of 
May 1, 1937, as amended, would be preferential to Washington and 
unduly discriminatory as to other customers of Seaboard. 


CONCLUSION 


Exceptions other than those hereinbefore specifically discussed have 
been noted by the parties. We have carefully considered each such 
exception and find no error in the examiner’s rulings on the subject 


" This subject is discussed at pp. 548-550, infra. 
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matter involved. Nor do we find need for further discussion thereof. 

We further find and conclude that, except to the extent herein- 
before ruled upon, each and every exception to the findings and con- 
clusions of the examiner, as set forth in the decision filed by him herein 
on November 7, 1951, should be denied. 

As modified by this further opinion—and the further findings and 
conclusions set forth herein—we hereby adopt said decision, 11 
F. P. C. 486, as filed herein by the examiner on November 7, 1951, as the 
Commission’s opinion in these proceedings. The order issued here- 
with is in substitution for the proposed order of the examiner as con- 
tained in his decision. 


FURTHER FINDINGS AND ORDER 


Upon consideration of the record herein, the decision filed by the 
presiding examiner, the appeals therefrom, and for the reasons and 
upon the findings and conclusions set forth in the decision as modified 
by the further findings and conclusions set forth in our accompanying 


opinion, each of which is made a part hereof by reference, the Com- 
mission further finds that: 

(1) Atlantic Seaboard Corp. and Virginia Gas Transmission Corp. 
are engaged in the transportation and sale for resale of natural gas in 
interstate commerce and each of them is a “natural-gas company” 
within the meaning of the Natural Gas Act, as amended, and the rates, 
charges, and classifications demanded, charged, and collected by appli- 
cants for these sales of natural gas are subject to the jurisdiction of 
this Commission. 

(2) The rates contained in Atlantic Seaboard Corp.’s F. P. C. gas 
tariff, third revised volume No. 1, for contract demand service, general 
service, main line service, and interruptible service, and the rates con- 
tained in Virginia Gas Transmission Corp.’s F. P. C. gas tariff, first 
revised volume No. 1, for contract demand service and interruptible 
service, are, each of them, unjust, unreasonable, unduly discriminatory, 
and preferential. 

(3) The several rate schedules contained in Atlantic Seaboard 
Corp’s F. P. C. gas tariff, third revised volume No. 1, and Virginia Gas 
Transmission Corp.’s F. P. C. gas tariff, first revised volume No. 1, 
by reason of the omission of a heat content adjustment provision, are 
each of them unjust, unreasonable, unduly discriminatory, and 
preferential. 

(4) Atlantic Seaboard Corp. has not sustained the burden of proof, 
as imposed upon it by section 4 (e) of the Natural Gas Act, to show 
that the increased rate or charge contained in rate schedule CDS-1, 
as set forth in its F. P. C. gas tariff, third revised volume No. 1, as 
applied to sales to Washington Gas Light Co. and the Manufacturers 
Light & Heat Co. is just and reasonable. 
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(5) Atlantic Seaboard Corp.’s rate schedule GS-1, as contained in 
its F. P. C. gas tariff, third revised volume No. 1, is otherwise unjust, 
unreasonable, unduly discriminatory, and preferential. 

(6) A rate consisting of a demand charge of $1.46 per M ec. f. of 
monthly billing demand and a commodity charge of 24.5 cents per 
M c. f. of gas delivered, coupled with a proper heat content adjust- 
ment provision, is a just and reasonable rate for contract demand serv- 
ice to be rendered under Atlantic Seaboard Corp.’s rate schedule 
CDS-1 and for similar service to be rendered under Virginia Gas 
Transmission Corp.’s rate schedule CDS-1. 

(7) A rate consisting of a demand charge of $1.36 per M ec. f. of 
monthly billing demand and a commodity charge of 23.5 cents per 
M c. f. of gas delivered, coupled with a proper heat content adjust- 
ment provision, is a just and reasonable rate for contract demand serv- 
ice to be rendered under Atlantic Seaboard Corp.’s rate schedule 
CDS-2. 

(8) A rate consisting of a charge of 41 cents per M c. f. of gas de- 
livered, coupled with a proper heat content adjustment provision, is a 
just and reasonable rate to be charged for main line service to be ren- 
dered under Atlantic Seaboard Corp.’s rate schedule MLS-1. 

(9) A rate consisting of a charge of 28.55 cents per M ec. f. of gas 
delivered, coupled with a proper heat content adjustment provision, 
is a just and reasonable rate to be charged for the purchase of natural 
gas from Atlantic Seaboard Corp. or Virginia Gas Transmission Corp. 
on an interruptible basis for resale to an individual industrial con 
sumer normally utilizing 100,000 M c. f. or more a month. 

(10) A rate consisting of a charge of 30 cents per M. c. f. of gas 
delivered, coupled with a proper heat content adjustment provision, 
is a just and reasonable rate to be charged for the purchase of natural 
gas from Atlantic Seaboard Corp. or Virginia Gas Transmission Corp. 
on an interruptible basis for resale to an individual industrial con- 
sumer normally utilizing less than 100,000 M. c. f. per month. 

(11) The “availability” and the “applicability and character of 
service” sections of Atlantic Seaboard Corp.’s rate schedule IS-1 
(being sections 1 and 2 thereof), in limiting availability and applic- 
ability of the schedule to the purchase and delivery of natural gas for 
resale to the Lukens Steel Co. only, are, each of them, unjust, unreason- 
able, unduly discriminatory, or preferential. 

(12) The phrase “on an interruptible basis” appearing in the 
“applicability and character of service” sections of Atlantic Sea- 
board Corp.’s rate schedule IS-2 and Virginia Gas Transmission 
Corp.’s rate schedule IS—1 (being section 1 of each schedule). as a 
limitation on the puropse for which the purchaser may resell the 
natural gas, is, in each instance, unjust and unreasonable. — 

(15) The “changes in contract demand” sections of Atlantic Sea- 
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board Corp.’s rate schedule CDS-1 and CDS-2 and Virginia Gas 
Transmission Corp.’s rate schedule CDS-1 (being sections 7 of each 
thereof) , insofar as subsections “(c)” of each permit Atlantic Seaboard 
Corp. and Virginia Gas Transmission Corp., at their options, to de- 
mand and receive what would be, in effect, continuing penalties for 
overruns exceeding three percent of the effective contract demand, are, 
each of them, unjust and unreasonable. 

(14) Atlantic Seaboard Corp.’s statement filed pursuant to section 
154.85 of the Commission’s regulations under the Natural Gas Act, 
which purports to continue or to otherwise establish commitments and 
obligations for service to be rendered Washington Gas Light Co. 
that are different from commitments and obligations established, or 


to be established pursuant to this order, with respect to service to be 


rendered to other contract demand customers of Atlantic Seaboard 
Corp. and contract demand customers of Virginia Gas Transmission 
Corp. is unjust, unreasonable, unduly discriminatory, and preferential. 

(15) On September 7, 1951, prior to the filing by the presiding 
examiner of his decision in this present proceeding, Atlantic Sea- 
board Corp. filed its F. P. C. gas tariff, fourth revised volume No. 1, 
and Virginia Gas Transmission Corp. filed its F. P. C. gas tariff, sec- 
ond revised volume No. 1, each of which was proposed to be made effec- 
tive as of October 7, 1951, in supersession of the respective tariffs 
of these applicants which are the subject of this instant proceeding. 
By order issued October 5, 1951, at docket No. G-1806, pending a 
hearing and the Commission’s decision upon the question of the law- 
fulness of the rates thus proposed by Atlantic Seaboard Corp. and 
Virginia Gas Transmission Corp., the Commission suspended the 
above-mentioned revised tariff volumes until March 7, 1952. 

(16) On February 27, 1952, pursuant to the provisions of section 
4 (e) of the Natural Gas Act, Atlantic Seaboard Corp. and Virginia 
Gas Transmission Corp. filed a joint motion at docket No. G—1806 
requesting that the proposed revised tariffs referred to in paragraph 
numbered “(15)” next above go into effect at the expiration of the 
suspension period. Thereafter, on March 12, 1952, the Commission 
issued its order making such revised tariffs effective as of March 7, 
1952, provided that Atlantic Seaboard Corp. and Virginia Gas Trans- 
mission Corp. should file a corporate bond, satisfactory to the Com- 
mission, conditioned so as to require, among other things, that such 
companies shall refund to those entitled thereto any portion of the 
increased rates and charges made effective as of March 7, 1952, found 
by the Commission in the proceeding at docket No. G-1806 not justi- 
fied, with interest at the rate of 6 percent per annum from the date 
of payment to the date refunded. 

(17) Monthly reports to the Commission by Atlantic Seaboard 
Corp., made pursuant to the provisions of the order issued herein on 
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September 12, 1951, disclose that no sales were made to The Manufac- 
turers Light & Heat Co. under rate schedule CDS-1, as contained in 
Atlantic Seaboard Corp.’s F. P. C. gas tariff, third revised volume 
No. 1, during the period subsequent to September 1, 1951. These 
reports also disclose that, because of the particular provisions of At- 
lantic Seaboard Corp.'s rate schedule No. 7 which was effective prior to 
September 1, 1951, no refunds are due to be made to Washington Gas 
Light Co. for purchases under the above-mentioned rate schedule 
CDS-1 subsequent to September 1, 1951. 

The Commission orders: 

(A) Atlantic Seaboard Corp. shall, within 15 days of the date of 
issuance of this order, file new schedules of rates and charges for the 
sale in interstate commerce of natural gas for resale, subject to the 
jurisdiction of the Commission, which shall set forth the rates and 
charges hereinbefore found to be just, reasonable, and lawful with 
respect to its several classifications of service and zones. 

(B) Within 15 days of the date of issuance of this order: 

(1) Atlantic Seaboard Corp. shall file a revision of rate schedule 
IS-1, as contained in its F’. P. C. gas tariff, third revised volume No. 1, 
amending the “availability” and the “applicability and character of 
service” sections thereof to provide that the so-revised schedules shall 
be applicable to all interruptible sales for resale to an individual 
industrial consumer normally utilizing 100,000 M. ¢. f. of natural gas 
or more a month. 

(2) Virginia Gas Transmission Corp. shall, as a part of its first 
revised volume No. 1, file a rate schedule similar to Atlantic Seaboard 
Corp.’s above-mentioned rate schedule IS-1, revised as hereinbefore 
required, which shall be applicable to all interruptible sales for resale 
to an individual industrial consumer normally utilizing 100,000 M. ¢. f. 
of natural gas or more a month. 

(5) Atlantic Seaboard Corp. shall file a revision of rate schedule 
IS-2, as contained in its F. P. C. gas tariff, third revised volume No. 1, 
amending the schedule to provide that it shall be applicable to all in- 
‘erruptible sales for resale to an individual industrial consumer uti- 
lizing less than 100,000 M. ¢. f. of natural gas a month, and eliminat- 
ing from the “applicability and character of service” section thereof 
the phrase “on an interruptible basis” as a limitation on the resale of 
gas purchased thereunder. 

(4) Virginia Gas Transmission Corp. shall file a revision of rate 
schedule IS-1, as contained in its F. P. C. gas tariff, first revised 
volume No. 1, amending the schedule to provide that it shall be ap- 
plicable to all interruptible sales for resale to an individual industrial 
consumer normally utilizing less than 100,000 M. c. f. of natural gas a 
month, and eliminating from the “applicability and character of serv- 
ice” section thereof the phrase “on an interruptible basis” as a limita- 
tion on the resale of gas purchased thereunder. 
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(C) The schedules of rates and charges to be filed by Virginia Gas 
Transmission Corp. pursuant to the requirements of paragraph “(B)” 
above shall set forth the rates and charges hereinbefore found to be 
just, reasonable, and lawful with respect to its classifications of service. 

(D) Virginia Gas Transmission Corp. shall, within 15 days of the 
date of issuance of this order, file a revision of its rate schedule CDS-1, 
as contained in its F. P. C. gas tariff, first revised volume No. 1, which 
shall set forth rates and charges that are not unjust, unreasonable, 
unduly discriminatory, or preferential. 

(E) The contract demand schedules to be filed by Atlantic Sea- 
board Corp. and Virginia Gas Transmission Corp. pursuant to para- 
graphs “(A)” and “(D)” above shall not contain the same provisions 
in the “changes in contract demand” sections thereof which have here- 
inbefore been found to be unjust and unreasonable. 

(F) Atlantic Seaboard Corp. and Virginia Gas Transmission Corp. 
shall, each of them, include in all rate schedules filed pursuant to para- 
graphs “(A)”, “(B)”, and “(D)” above as a proper heat content ad- 
justment provision one based upon a common denominator of 1,150 
B. t. u. per cubic foot, and Atlantic Seaboard Corp. shall also file a 
revision of its rate schedule MLS-1, as contained in its F. P. C. gas 
tariff, third revised volume No. 1, to include such a provision. 

(G) The schedules of rates and charges filed pursuant to para- 
graphs “(A)”, “(B)”, and “(D)”, above shall, on and after May 1, 
1952, have the same force and effect as to all sales, excepting sales 
under Atlantic Seaboard Corp.’s rate schedule CDS-1 to Washington 
Gas Light Co. and The Manufacturers Light & Heat Co., as the 
schedules of rates and charges contained in Atlantic Seaboard Corp.’s 
I, P. C. gas tariff, third revised volume No. 1, and Virginia Gas 
Transmission Corp.’s F. P. C. gas tariff, first revised volume No. 1, 
which they shall supersede. 

(H) Atlantic Seaboard Corp.’s revised rate schedule CDS-—1 as 
filed pursuant to paragraph “(A)” above, on and after March 7, 1952, 
shall have the same force and effect as to sales to Washington Gas 
Light Co. and The Manufacturers Light & Heat Co., excepting sales 
to the latter under Atlantic Seaboard Corp.’s rate schedule IS-1, as 
the rate schedule CDS-1 contained in Atlantic Seaboard Corp.’s 
F. P. C. gas tariff, third revised volume No. 1, which it supersedes. 

(1) Within 15 days of the date of issuance of this order, Atlantic 
Seaboard Corp. shall file an executed service agreement with Wash- 
ington Gas Light Co. in the form contained in Atlantic Seaboard 
Corp.’s F. P. C. gas tariff. 

(J) This order shall not be construed as modifying any prior order 
of the Commission authorizing the sale and delivery of natural gas 
by Atlantic Seaboard Corp. or Virginia Gas Transmission Corp. to 
certain customers up to specified maximum volumes. 


Adopted: April 23, 1952. 


Issued: April 25, 1952. 
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In THE MATTER OF 
ALABAMA-TENNESSEE NATURAL GAS COMPANY 


Proceeding to Determine Just and Reasonable Tariff for Sale 
of Natural Gas 


Docket No. G—585 
(Adopted April 30, 1952; Issued May 1, 1952) * 
Syllabus 


1. In determination of a proper rate base for test year, Commission requires 
that commitment fee be amortized over life of bond issue as a financial 
expense. P. 79. 


2. Commission requires that sales contract expense be transferred from plant 


account to account 146, other deferred debits, and that related reserve for 
amortization should likewise be transferred to such account. P. 79. 

3. Funds made available to utility by reason of advance collection of Federal 
income taxes from customers should be deducted from cash working capital 
allowance for rate-making purposes. TI. 80. 

4. Management policy as to investment in securities of funds currently collected 
through rates for purpose of meeting expenses cannot be recognized as de- 


terminative of reasonableness of allowance for cash working capital. P. 81. 

5. Commission finds rate base of Alabama-Tennessee for test year to be $5,747,846 
and that sum is considered proper rate base on which company is entitled 
to earn a fair rate of return. P. 82. 


3. Commission finds 5-year amortization period to be reasonable for rate case 
expense. P. 83. 


. Commission finds that cost of service of Alabama-Tennessee for test year is 
$2,016,962. P. 83. 


p 


. The volumetric method of allocation, rather than a demand-commodity type 
of allocation, is proper method for allocating Alabama-Tennessee’s system 
cost of service between jurisdictional and nonjurisdictional sales, since a 
wide differential exists between system capacity and peak demands. 
P. 88. 

9. Commission finds that a uniform straight rate of 3114 cents per M ec. f. is a 

just and reasonable rate for Alabama-Tennessee to charge for all its sales 

of natural gas for resale and constitutes a satisfactory rate in compliance 

with certificate condition. P. 90. 


Smiru, Commissioner, concurring. 

Robert FE. May, Stanley M. Morley, and David I. Day tor Alabama 
Tennessee Natural Gas Co. 

Albert J. Feigen for staff of the Federal Power Commission. 





*Designated Commission opinion No. 226. 
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By THE CoMMISSION : 
OprInion 


By our order issued July 2, 1948, in this docket we granted a cer- 

tificate of public convenience and necessity to Alabama-Tennessee 
Natural Gas Co. (Alabama-Tennessee or company) authorizing the 
construction and operation of a pipeline system in Tennessee, Missis- 
sippi, and Alabama on, among others, the following condition : 
Alabama-Tennessee Natural Gas Co. shall submit a tariff, including rates, 
charges, classifications, practices, service, rules, regulations and contracts for 
the transportation and sale of natural gas, satisfactory to the Commission at 
least six months prior to commencement of operations. 
This proceeding arises from that condition and the fact that the tariffs 
tendered by Alabama-Tennessee have not complied therewith, neces- 
sitating the operation of Alabama-Tennessee, pursuant to Commission 
authorization, under an interim tariff pending compliance. The pur- 
pose of this proceeding is to determine a just, reasonable and satis- 
factory tariff. 


Alabama-Tennessee is admittedly a “natural-gas company” as that 
term is defined in the Natural Gas Act. Its main transmission pipe- 


line is about 140 miles long, extending in a southeasterly direction 
from a point of interconnection near Selmer, Tenn., with Tennessee 
Gas Transmission Co. (Tennessee), the sole source of its gas supply, 
across the northeast corner of Mississippi, to a point near Muscle 
Shoals, Ala.; thence easterly to Decatur, Ala., and from there across 
the Tennessee River in a northeasterly direction to Huntsville, Ala. 
Sales for resale of natural gas in interstate commerce are made to two 
communities in Mississippi,’ seven in Alabama,’ and to Muscle Shoals 
Natural Gas Corp.’ Direct industrial sales, which are not subject to 
our jurisdiction, are made near Muscle Shoals, Ala., to the Tennessee 
Valley Authority Chemical Plant, Reynolds Alloy Co. and the Chem- 
ical Corps. 

Subsequent to the certification of Alabama-Tennessee’s system, in 
purported compliance with the rate condition, the company, on De- 
cember 16, 1949, filed a tariff. The tariff was proposed to be effective 
from March 1, 1950, to May 1,1951. By that tariff Alabama-Tennessee 
proposed a rate for sales for resale consisting of a monthly demand 
charge of $3 per M. c. f. of billing demand and a commodity 
charge of 16.5 cents per M. c. f., whereas at the hearing on the appli- 
cation for a certificate, demand and commodity charges of $2.70 
and 12.3 cents, respectively, had been proposed by Alabama-Tennessee. 

By order of February 9, 1950, we rejected the tariff as not satisfac- 


Corinth and Iuka. 
2 Tuscumbia, Sheffield, Florence, Decatur, Huntsville, Athens, and Hartselle 


At the time of the hearings service to Corinth, Athens, and Hartselle had not yet begun. 
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tory and entered upon a hearing for the purpose of determining a 
satisfactory tariff. 

Upon conclusion of the hearing, by order issued June 16, 1950, in 
view of a “real conflict 


regarding the estimates of costs, sales 
and revenues anticipated, * 


the costs of service to be rendered 
as well as to the methods for arriving at such estimates”, we post- 
poned 


determination of what constitutes a satisfactory tariff until such time as the 
uncertainty resulting from the conflicting estimates can be 


dispelled by data 
derived from operating and construction experience. 


At the same time, however, we permitted Alabama-Tennessee’s tariff 
to be made effective for an interim period of 14 months and directed 
that Alabama-Tennessee file a tariff satisfactory to the Commission as 
required by the condition of the certificate order 30 days prior to the 
expiration of the 14-month period. We said: 


Our action herein will permit Alabama-Tennessee to go forward promptly 
with the completion of its project and commence natural gas service at an early 
date to all its customers, including communities and cities now without, but for 
a long time seeking, such service which we heretofore have found required by 
the public convenience and necessity. The experience of Alabama-Tennessee, 
revenue and cost-wise, during the forthcoming interim period that its interim 
Tariff is to be effective, will afford a basis for data for considering further what 
constitutes in this case a satisfactory tariff complying with the certificate rate 
condition and meeting the standards prescribed by the Natural Gas Act. This 
interim period should afford some testing of the conflicting estimates and data 
currently before us. This should be helpful to both the Commission and the 
company when this tariff matter is to be considered later 


in accordance with 
cur order. (Emphasis supplied.) 


Thereafter, on November 28, 1951, Alabama-Tennessee tendered 
for filing as a satisfactory tariff in compliance with the certificate 
condition a proposal to continue in effect without change the 14-month 
interim rates which were due to expire on December 31, 1951. We 
again rejected the company’s proposal as not representing “satisfac- 
tory compliance with the certificate rate condition” and ordered that a 
hearing be held commencing January 14, 1952, for the purpose, as we 
have said, of determining and prescribing a satisfactory tariff. In 
the meantime, pending such determination, we have permitted Ala- 
bama-Tennessee to continue under the interim rates. 

On the first day of the hearing, January 14, Alabama-Tennessee 
filed a tariff by which it proposed to establish rates in excess of the 
interim rates for the sales of natural gas for resale in interstate com- 
merce. We rejected that proposal since the hearing then in progress 
was the appropriate vehicle for the presentation by Alabama-Tennes- 
see of all of its contentions respecting satisfactory rates. 

The hearings have been held, briefs have been filed, the issues have 
been orally argued before us and, the intermediate decision procedure 


304039—57——_8 
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having been omitted upon motion of staff counsel, the proceeding is 
now before us for decision. 


MATTERS AS TO WHICH THERE IS NO ISSUE 


For purposes of this proceeding, the Commission’s staff has accepted 
Alabama-Tennessee’s estimates of sales volumes, revenues, and related 
matters. Also, the staff and the company have used a 6 percent rate 
of return, and the year 1951, adjusted to reflect acceptance of these 
matters, as the appropriate test period. 

Although we use a 6 percent rate of return for purposes of this pro- 
ceeding we feel compelled to observe that a 6 percent rate of return 
for a new company during its development period is quite liberal. 
Such a rate of return is usually commanded only by companies which 
have passed out of their development period. 


RATE BASE 


Alabama-Tennessee claims an average rate base of $3,822,536 for 
the test year consisting of the original cost of the property in service 
of $3,974,218 less the reserves for depreciation and amortization of 
$274,412 plus working capital of $122,730. The staff has taken no 
exception to the company claim except for three items: (1) the amount 
of interest during construction capitalized, (2) the capitalization of 
sales contract expense, and (3) the allowance for working capital. 
The staff adjustments for these items would reduce the rate base to 
$3,747,846.* 

Interest During Construction—$11,319—Although the difference 
relating to interest during construction capitalized is of relatively 


minor amount, certain principles are involved which we feel should be 
stated. 


The company’s pipeline system was constructed in two sections. 
Funds for the initial construction were obtained from the sale of 
common stock and a first issue of 20-year 4 percent first mortgage pipe- 
line bonds, issued as of July 1, 1949, in the principal amount of 
$1,700,000. Funds for construction of the second section of the pipe- 
line were obtained from the sale of a second issue of 20-year 4 percent 
first mortgage pipeline bonds in the principal amount of $1,300,000. 
In addition to capitalizing the interest and debt expense relating to 
this second issue during the period of construction, the company 
capitalized the total amount of a commitment fee of 1 percent per 
annum amounting to $12,715.07. 

The bond purchase agreement under which the second issue of bonds 

* Acceptance of the company’s original cost is for purposes of this proceeding only and 


is without prejudice to the Commission’s determination of the original cost of the company’s 
properties pursuant to the requirements of the Uniform System of Accounts. 
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was purchased by The Northwestern Mutual Life Insurance Co. of 
Milwaukee, Wis., indicates that the payment of a commitment fee was 
a condition attached to the sale of the bonds and constituted an item 
of debt expense to be amortized over the issue as a whole rather than 
a nonrecurring interest cost applicable to the period covered by the 
payment. 

It is our view that the commitment fee of $12,715.07 is a financial 
expense which should be amortized over the life of the bond issue. 
The amount amortizable during the construction period, $826.07, ap- 
pears to be a proper charge to plant and the balance of $11,889 is 
properly classifiable as unamortized debt discount and expense, to be 
spread over the debt period subsequent to the end of construction. 
This adjustment requires a downward adjustment of the reserve for 
depreciation in the amount of $760 since the full commitment fee was 
included in the plant account upon which depreciation had been 
accrued. 

Sales Contract Expense—$22,109.—In promoting its pipeline ven- 
ture, expenses of $24,600 were incurred in connection with sales con- 
tracts, was charged to plant account as “Organization, franchises, 
consents and miscellaneous intangibles”, and is being amortized over 
a period of 20 years. 

The staff has taken the position that such expenses, although in- 
curred prior to or during the initial construction period, should have 
been classified as deferred sales expense and amortized through op- 
erating expenses in a reasonably short period after commencement 
of operations. The staff recommended a 10-year period of amortiza- 
tion. The record shows that although there will be no other items 
exactly like those in question, any costs incurred in the future in the 
negotiation of sales contracts will be charged to operating expenses 
or classified as a prepaid expense and amortized. 

The classification of sales contract expense as cost of plant appears 
to be contrary to the requirements of our Uniform System of Ac- 
counts for Natural Gas Companies. It is our view that this item 
should be transferred from the plant account to account 146, other 
deferred debits, and that the related reserve for amortization should 
likewise be transferred to such account. This does not mean, how- 
ever, that we have failed to recognize such sales expenses as a legiti- 
mate charge to the cost of service under the facts of this case. ‘The 
company has included $1,124 in the annual cost of service for amortiza- 
tion, while we have allowed $2,582. Furthermore, as will be noted 
hereafter, we have included in the rate base as a part of the company’s 
working capital allowance, the average for the year of the unamor- 
tized portion of such expense ($20,227). Thus the company will be 
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allowed a fair return on such unamortized portion as well as the re- 
turn thereof over a 10-year period. 

Working Capital—S41,262.00.—The company claims an allowance 
for working capital to be included in the rate base of $122,730 consist- 
ing of materials and supplies in the amount of $78,910, prepayments 
of $10,421 and a cash allowance of $33,399 amounting to 14 (or 45 
days) of the total annual expenses which require working capital. 
The staff has not adjusted the amounts claimed for materials and sup- 
plies or prepayments and no further discussion of these amounts 
appears necessary. The staff computes cash working capital at 
$34,347, an increase of $948 over that claimed by the company. In 


addition the staff has included in working capital, deferred expenses 


of $30,227, including therein the aforementioned item of sales contract 
expenses, making a total amount of $153,905. From this latter sum, 
however, the staff has deducted an amount of $72,437 representing the 
cash working capital provided the company by its customers through 
collection of Federal income taxes in advance of payment. With this 
latter adjustment the company disagrees, contending that such an 
adjustment represents a departure from the Commission’s long estab- 
lished method of determining working capital and moreover deprives 
the company of a return upon a portion of its investment. 

It has been recognized by this Commission ® and other regulatory 
bodies ° that present methods of paying corporate Federal income 
taxes provide a utility with large amounts of cash working capital. 
It is obvious that in each month’s revenue collected by a utility there 
is included a certain amount of Federal income taxes since the utility's 
rates are designed to include a proportional amount of Federal income 
taxes to be paid from such revenue. The collection of such taxes from 
the consumer, however, is made months in advance of the time the 
tax is paid. 

Under this method of payment, it follows, therefore, that the cus- 
tomer has provided the utility with relatively large amounts of cash 
working capital which are available for corporate purposes. Cer- 
tainly so long as the consumers bear the burden of Federal income 
taxes through rates, we are of the opinion that the utility should not 

5Jn the Matter of Canadian Rirer Gas Co., et al. v. Federal Power Commission, docket 
Nos. G—124, G-118, G-121, 3 F. P. C. 32, 52; Jn the Matter of Panhandle Eastern Pipe 
Line Co., et al., docket Nos. G-200, G-207, 3 F. V. C. 273. 283; In the Matter of Interstate 
Natural Gas Co., Inc., docket Nos. G—149, G-132, 3 F. P. C. 416, 425; In the Matter of 
Cities Service Gas Co., docket No. G—141, 3 F. P. C. 459, 478. 

6 Potomac Electric Power Co. v. Public Utility Commission of District of Columbia, 55 
I’. U. R. (N. S.) 65, 82 (1944), affirmed 158 F. 2d 521, 583 (1946), cert. denied, 331 U. S. 
816 (1947) ; no cash working capital was allowed by Kentucky Public Service Commission 
in Re Southern Bell Telephone Co., 88 P. U. R. (N. 8.) 1, 4 (1951), and by Georgia Public 
Service Commission in Re Georgia Power Co., File 19314, docket 206U (2-15-52), on the 
basis that accrued taxes were more than sufficient to provide cash working capital re 


quirements of respective companies; New York Telephone Co., 84 P. U. R. (N. 8.) 267 
(1950) ; Pacific Gas & Electric Co., 82 PV. U. R. (N.S.) 473 (1950). 
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realize a return from these working capital funds thus furnished by 
the rate payers. 

The situation with respect to this element of working capital is 
analogous to capital contributed by the consumer in the form of con- 
tributions in aid of construction. We have consistently required that 
such contributions be deducted in computing the rate base, the funda- 
mental reason being that the rate payer should not be required to pay 
a return on the capital provided by him. While precisely similar ad- 
justments to that proposed here have not been made in our previous 
cases, that fact does not tie our hands in dealing with the question 
here in issue, 

We observe that in those cases we adverted to the fact that our 
working capital allowances were liberal in the light of availability 
of tax accruals, although we did not deduct such accruals. Since then, 
however, significant changes have taken place in tax rates with con- 
sequent growth in the magnitude of tax accruals. The increases in 
corporate federal income taxes in recent years have been so great that 
in order to increase the income to the investor to $1.00 it is necessary 
to increase the rate to the consumer more than $2.00. 

We also observe that heretofore the issue has not been raised but 
in this case it is squarely posed by opposing contentions of the staff 
and the company. 

While it is true that the basis of paying Federal income taxes in 
the future has been accelerated under the Revenue Act of 1950 the 
impact of such acceleration has been recognized and given appropriate 
effect in the staff’s calculation. Exhibit No. 104 shows that the aver- 
age of accruals available in 1952 on the payment basis in effect for 
that year will equal 90 percent. The staff, however, has used an aver- 
age of 75 percent which takes into account the acceleration in payments 
over the period 1951-1955, inclusive, as provided by the above 
mentioned act. 

The company claims it is not using and should not use its tax 
accruals in financing its operations and presented evidence to show 
that a temporary investment was made in Treasury savings notes 
some time in November 1951, in the approximate amount of its an- 
nual Federal income tax accruals. Although the rates of interest 
on these notes are not a matter of record in this proceeding, we take 
official notice of the fact that the law provides interest rates on such 
notes of from 1.44 percent to 1.88 percent per annum. Management 
is, of course, free to invest in securities any of its funds received 
through rates or otherwise. Earnings on such investments inure 
solely to the owners of the business. Management policy as to invest- 
ment in securities of funds currently collected through rates for the 
purpose of meeting expenses, cannot, however, be recognized as deter- 
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minative of the reasonableness of the allowance for cash working 
capital. 

We think the company has lost sight of the real basis for a cash 
working capital allowance. It is designed to provide sufficient cash 
funds from which the company can meet its cash operating costs of 
furnishing service in advance of the recoupment of such costs from 
the customers. If the gap between necessary expenditures and the 
collection of revenues is narrowed by reason of the collection from 
consumers of Federal income taxes far in advance of disbursement, 
it is only fair and equitable that the consumer be given appropriate 
credit for his advance payments of the cost of service attributable to 
Federal income taxes. 

In connection with this question it should be noted that the record 
shows that the greater part of the company’s Federal income taxes 
relate to income from non-jurisdictional sales. Therefore, the adjust- 
ment for Federal income taxes is computed on the basis of the taxable 
net income using a 6 percent rate of return on the rate base. Any tax 
liability applicable to a return earned on nonjurisdictional sales above 
six percent is not included in the taxable net income. On this basis 
taxes are computed at $96,583 and the adjustment is 75 percent of 
that sum. 

Based on the foregoing we find the rate base of Alabama-Tennessee 
for the test year to be $3,747,846. We further find that $3,747,846 
is the proper rate base upon which Alabama-Tennessee is entitled to 
-arn a fair rate of return. 


COST OF SERVICE 


The total cost of service for the test year claimed by Alabama- 
Tennessee amounts to $2,045,318. The corresponding cost of service 
recommended by the staff totals $2,016,962, or $28,356 less than that 
claimed by the company. ‘The cost of service claimed by the company 
consists of operating expenses $1,535,328, depreciation and amortiza- 
tion $119,246, taxes other than income $56,772, state and federal in- 
come taxes $104, 620 and return at 6 percent amounting to $229,352. 

The principal staff adjustment to the company’s cost of service in- 
volves the item of regulatory commission expense. The company 
estimates that the cost to it of the instant proceeding will aggregate 
$25,000 and it includes this entire amount in the cost of service for 
the test year, claiming that inasmuch as it has had a rate proceeding 
before the commission in each of the last two years it con reasonably 
be assumed that it would incur similar expenses in each of the future 
years. The staff proposes the amortization of the estimated cost of 
this proceeding over a 5-year period, commencing with the current 
year, in accordance with our usual practice. The company’s assump- 
tion is pure speculation and far from a reasonable assumption, for the 
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proceedings to which the company has reference are those relating 
to its failure to file a satisfactory tariff pursuant to the certificate 
condition—a situation which we now bring to a conclusion in this 
case. But, in any event, should future rate proceedings occur before 
the cost of the instant proceeding has been fully amortized an appro- 
priate adjustment can be made in the subsequent proceeding. We 
find the 5-year amortization period to be reasonable and that the cost 
of service for the test year should include only the sum of $5,000 for 
regulatory commission expense. 

Additional adjustments to the cost of service proposed by the staff 
involve the amortization of sales promotion expense to which we have 
previously referred. The annual cost of service is adjusted upward 
for such item in the amount of $1,458. A minor adjustment of $380 
to depreciation expense included in the cost of service results from 
the elimination from the plant account of the commitment fee men- 
tioned in the preceding section. 

Because of the changes made in the rate base, concomitant adjust- 
ments are necessary to the cost of service for federal and state income 
taxes and return. Such adjustments aggregating $9,434 automati- 
cally follow our prior determinations of the rate base and rate of 
return. 

We therefore find, based upon the evidence, that the cost of service 
of Alabama-Tennessee for the test year is $2,016,962. 


ALLOCATION OF COSTS 


We come now to the principal issue in the case, namely, the proper 
inethod to be employed in allocating total system cost of service 
between sales for resale subject to our jurisdiction and direct indus- 
trial sales which are not subject to our jurisdiction. 

Alabama-Tennessee presented in evidence three cost allocation 
studies, each purporting to support rates in excess of those presently 
being charged an interim basis. Each of those studies is based on 
the demand-commodity type of cost allocation. On the other hand, 
the Commission’s staff has presented and recommended an allocation 
of cost on a volumetric basis. The staff study indicates that the com- 
pany’s interim rates are in excess of those which should be charged 
in compliance with the certificate condition. 

In each of Alabama-Tennessee’s three studies claimed total system 
cost of service was first classified under three categories, i. e., demand 
costs, commodity costs and other costs, and then assigned between 
jurisdictional sales and nonjurisdictional sales on different bases. De- 
mand costs were alternately allocated on three bases designated as 
“Contract demand units”, “Billing demand units”, and “5th Year’s 
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contract demand”.? Without regard to the merits of the details of 
cost of classification used by Alabama-Tennessee in its cost studies 
and the units employed for assignment of demand costs, its cost studies 
are basically demand-commodity cost allocations of the type which 
we have found appropriate in several rate proceedings. But, with 
this essential difference. Where we have found a demand-commodity 
allocation appropriate, demand costs have been allocated on the basis 
of usage of the capacity of the system as measured by various peak 
period deliveries from such system. In the present proceeding, how- 
ever, the company’s witness and the commissions staff’s witness on 
cost allocation agree that peak day or sustained peak usage for the 
test period under consideration would not be a proper basis for alloca- 
tion of demand costs; the reasons being the developmental nature 
of the company’s operations and the large amount of excess capacity 
on its system. As the company’s witness pointed out, in such a sit- 
uation “* * * in order to properly allocate the total costs for this 
period effect must be given to the part-year service for some cus- 
tomers. Otherwise customers who are attached during the year would 
be unduly loaded with costs for the entire year.” In short, the prob- 
lem of allocating costs on this system is different from that with 
which we are faced generally. 

The Commission’s staff contends that because the company’s loads 
are in a stage of development and there is a large amount of unused 
capacity on the system, the peak day deliveries do not afford a reason- 
able basis for allocating demand costs. The staff, therefore, recom- 
mends that the company’s total system cost of service be allocated 
among its customers on the basis of the usage of the system facilities 
for the test period as measured by the sum of the day to day de- 
liveries. In other words, on a volumetric basis. 

We find on the facts of this case, that it is not appropriate to allo- 
‘ate any of the costs on a peak period demand basis, because of the 
relative insignificance of the peak loads on the company’s system at 
this time. 

Costs customarily allocable on the basis of demand are generally 
part of the costs arising from the investment in facilities. In justi- 
fying the allocation of such costs on the basis of system deliveries for 
so short a period as a peak day or the peak period of a few days 
normally employed for determining demands on a natural gas system, 
there must be a reasonably close relationship between the capacity 
and the demands on the system. In this case such a relationship does 
not exist. ‘The peak demands on the Alabama-Tennessee system are 
not a measure of the capacity of the system nor of cost related to such 


*That portion of purchased gas cost which was classified as a demand cost by the com- 


pany was, however, allocated on the “Billing demand units” method in each of the three 
studies. 
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‘apacity. Evidence in this proceeding reveals that as of October 31, 
1951, which was the maximum day experienced on the system to that 
late, total deliveries amounted to only 17,495 M. c. f. as compared 
with the authorized system capacity of 35,500 M.c. f. Estimated sales 
om the system peak day during the test period will not exceed 
26,245 M. ce. f. 

Alabama-Tennessee claims, however, that its “Billing demand units” 
method of cost allocation, in which 12 “Billing demand” determina- 
tions, one for each month of the year, are employed to allocate de- 
mand costs, overcomes that difficulty and permits the use of a demand- 
commodity type of allocation. We do not agree. 

The “Billing demand units” method of allocation proposed by the 
company’s witnesses is inherently defective. As employed by that 
witness, “Billing demand” for resale sales is a quantity determined by 
a definition contained in the company’s interim rate schedule. But the 
propriety of that interim rate schedule, which the witness’ method 
assumes, is the very thing at issue in this case. Obviously, since an 
allocation has for its objective the design of a proper rate schedule, 
it is improper to premise an allocation on the assumption that the 
rate schedule in question is proper. This puts the cart before the 
horse. 

As to the company’s alternate proposals, they involve the use of 
unrealistic demand figures.* Neither method reflects actual usage of 
the system for the test period. For example, for resale sales the “5th 
Year contract demand” units, as employed by the company’s witness, 
total 18,245 M. c. f. per day and the “Contract demand units” for the 
test period are equivalent to 12,689 M. c. f. per day. These compare 
with the average daily use of 3,764 M. c. f. for raesale customers. Thus, 
whereas the problem is one of determining the cost of rendering serv- 
ice to customers during the test period on the basis of usage of the 
system, the company’s proposals do not reflect that usage. 

In further support of a demand-commodity type of cost allocation, 
Alabama-Tennessee contends that the volumetric allocation proposed 
by the staff would improperly allocate purchased gas costs. For, the 
company says, gas is purchased on a demand-commodity basis. And 
on that basis, the company witness allocated gas purchased costs of 
approximately 25 cents per M. ec. f. to sales for resale. Tennessee's 
rate to Alabama-Tennessee does not, however, support Alabama-Ten- 
nessee’s argument that a volumetric allocation is inapplicable to the 
cost of purchased gas or support the allocation of 25 cents M. e. f. 
to jurisdictional sales, in any event. 


The cost of gas purchased by Alabama-Tennessee from Tennessee 


* Alabama-Tennessee does not seem to rely on the alternate proposals. 
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may not presently exceed 19.11 cents per M. c. f.,° as the result of the 
developmental provision still applicable to Alabama-Tennessee in 
Tennessee’s tariffs. Under this provision the cost of gas to naa 
Tennessee can only be 19.11 cents per M ec. f. or less. The cost of ga 
will be less than 19.11 cents per M. c. f. only if the monthly use of the 
billing demand exceeds 70 percent, which the record shows to be the 
case. The fact that the monthly use of the billing demand on the 
system exceeds 70 percent is the result of all of the sales of gas on 
the system. The use in excess of 70 percent can neither be attributed 
to the jurisdictional or nonjurisdictional business alone. To put it 
another way, the diversity of all of the system loads is reflected in the 
total purchased gas cost and the benefits of that diversity, represented 
in the purchased cost of gas must be divided among all customers. 
This is accomplished by a volumetric allocation which distributes 
total purchased gas costs and the diversity benefits reflected in such 
costs, uniformly to each M. ec. f. of gas sold. On the other hand, the 
inapplicability of the demand-commodity method is further shown by 
the fact that it would result in assignment to jurisdictional sales of 
25 cents per M. c. f. whereas the cost of gas purchased is limited to a 
maximum of 19. r cents per M. c. f. by the rate upon which Alabama- 
Tennessee relies for its claim that a demand-commodity type of allo- 
cation is called for. 

Alabama-Tennessee next objects to the staff’s volumetric allocation 
of distribution, customers’ accounting and collecting, sales promotion 
and regulatory commission expenses. Alabama-Tennessee contends 
that these costs and associated general and administrative expenses,’ 
should be assigned directly to the customers “who caused the expense 
on the basis of the way these costs are recorded in the company’s ac- 
counting records.” The company’s witness, pursuant to this conten- 
tion, in his studies, assigned distribution expenses of $16,615, repre- 
senting meter operation and maintenance, $6,110 to nonjurisdictional, 
direct industrial sales and $10,505 to jurisdictional sales for resale; 
customers’ accounting and collecting in the total amount of $11,310, 

$5,655 to the nonjurisdictional sales and $5,655 to jurisdictional sales; 
sales promotion costs, totaling $17,950, $5,975 to nonjurisdictional 
sales and $11,975 to jurisdictional sales and $20,705, representing regu- 
latory commission expenses, as adjusted, of which $5,000 represents 









®In Tennessee’s F. P. C. gas tariff this price is quoted at 19.49 cents per M. c.f. How- 
ever, this is for 1,000 ecubie feet of gas at a base pressure of 15.025 pounds per square inch 
absolute (p. s. i. a.) whereas all volumes employed herein are stated on a pressure base 
of 14.735 p. s. i. a. Converted to a pressure base of 14.735 p. s: i. a., the 19.49 cents per 
M. c. f. at 15.025 p. s. i. a. becomes 19.11 cents per M. c. f. 

10 There is no dispute between the company and the staff that general and administrative 
expenses other than regulatory expense should be distributed in proportion to supervised 
expenditures. Therefore, whatever cost allocation method is used for allocating super- 
vised expenditures, the same method is employed in allocating general and administrative 
expenses. 
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ne-fifth of the expenses of this case which are chargeable to the test 
period,” entirely to jurisdictional sales. 

The staff has allocated to jurisdictional sales distribution expenses 
f $3,553, customers’ accounting and collecting costs of $2,419, sales 
romotion costs of $3,838 and regulatory commission expenses of 
+428. The difference between the allocations of the company and 
he staff with respect to jurisdictional sales, as affected by these items, 
3 $34.602. 

We cannot concur in Alabama-Tennessee’s contention as to these 
tems and find that the allocations proposed by the staff are proper. 

The proposal of the company to single out for special analysis and 
lirect assignment to particular customers a few of the many hundreds 
f items that make up the total cost of service is inconsistent with the 
ompany’s own procedures in allocating other costs on a demand-com- 
nodity basis. The company does not propose, for example, the direct 
ssignment of return, taxes, and depreciation to the extent that such 
osts are associated with the functions of distribution and customer 
iccounting and collections. The company in its demand-commodity 
‘ost. allocation, like the staff in its volumetric allocation, pools these 
‘osts with other costs for the purposes of allocation. If unfair results 
ure to be avoided, consistency requires that the items proposed to be 
‘treated specially by Alabama-Tennessee be accorded the same 
‘reatment. 

To explain, total distribution costs are divisible into five elements, 
iamely—operation, maintenance, depreciation, taxes and return. The 
company has selected only two of the elements for special analysis and 
direct assignment. On that limited analysis it urges that the vol- 
umetric allocation, or indeed a demand-commodity allocation, will 
vield erroneous results unless the ‘several items referred to are allo- 
cated as contended for by the company. However, unless all elements 
of cost of this particular function, or of other functions which the 
company claims should be assigned directly to particular customers, 
are treated consistently, it cannot be said that the results obtained 
would be different from those which the staff has arrived at. Analysis 
of two of the elements (operation and maintenance), according to the 
company, shows that distribution expenses should be assigned $6,110 
to direct sales and $10,505 to resale sales. But some other element of 
the distribution function if analyzed specially might show that it is 
assignable in the reverse proportions to direct sales and resale sales. 
In short, unless all of the elements receive consistent treatment and 
analysis, it is basically unsound to adopt the results flowing from 
specific analysis of less than all of the elements. 

In addition, we point out with respect to sales promotion, which was 


1 Total rate case expenses are $25,000, which are to be amortized over a 5-year period, 
supra, p. 87. 
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selected for special analysis and direct assignment by the company, 
that, the expenses and benefits derived therefrom are for the system 
as a whole. For example, by virtue of the fact that this is a single 
integrated system, an increase in the direct sales business benefits the 
jurisdictional business by lowering the unit cost of service, and the 
converse is also true. We believe it is improper to conceive of such 
expenses as caused by or for any particular group of customers. 

Sales promotion expense affords a striking example of the com- 
pany’s failure to employ a consistent method of allocation. The 
amortization of this item which we have allowed in the amount of 
$2,582 (supra, p. 79) involves sales promotion expense relating 
exclusively to the negotiation of direct sales contracts. Yet, the com- 
pany did not make special assignment of that item, but pooled it with 
other costs which were allocated on a demand-commodity basis 
between direct and resale sales. 

Finally, with respect to regulatory commission expense, that is a 
corporate expense which is a part of the general cost of doing business. 
It has always been our consistent practice to treat administrative 
and general expenses, which include regulatory commission expense, 
on that basis, and we do not believe the circumstances of this case 
require a different treatment. 

After consideration of all evidence on the matter of cost allocation, 


we find that the volumetric method of allocation as proposed by the 


staff is the proper method for allocating Alabama-Tennessee’s system 
cost of service between jurisdictional and nonjurisdictional sales. 
In such an allocation all costs of doing business are assigned propor- 
tionately to every M. c. f. of natural gas delivered from the system. 
Equal weight is given to the demands and use of the system on each 
of the 366 days of the test period and no special weight is given to 
peak period deliveries; and properly so here, for in this case, the 
system capacity does not limit peak deliveries and customers’ demands 
are growing from day to day. 

The company’s contention that a straight volumetric allocation 
does not separate the cost of doing regulated and nonregulated busi- 
ness but dips into revenues from nonregulated business for the benefit 
of regulated business is without merit. Our allocation follows the 
same procedure we have used in demand-commodity allocations in 
other cases. There is no dipping into unregulated business for the 
benefit of regulated business. What we have done here is only to use 
the demand for 366 days instead of a demand determined for a shorter 
period. The result is a volumetric allocation. And contrary to the 
company’s contention, it is a cost allocation which is entirely independ- 
ent of the revenues from any class of business. Regardless of how 
much profit the company derives from its nonjurisdictional business, 
we do not touch that profit. 
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Accordingly, we find, from the evidence, that the following alloca- 


on of the cost of service is reasonable and proper: 


Annual sales | Percent of Cost of 

(M. ec. f.) total sales service 
rect industrial sales 5, 065, 220 78.6 $1, 585, 648 
es for resale 1, 377, 797 21.4 431,314 
6, 443,017 100.0 2, 016, 962 


RATES 


The company’s interim rates and the increased rates proposed for 
sale sales are in the two-part demand-commodity form with mini- 
um bills equal to the demand charge. The billing demand upon 
hich the demand charge is based is the greater of the maximum de- 
and with a 12-month, 100-percent ratchet, or 60 percent of the seller’s 
aximum delivery obligation for the current year, as set forth in the 
rvice agreements between Alabama-Tennessee and its customers. 
The Commission’s staff introduced evidence supporting a straight 
ite with no minimum bill for 7 of 10 resale customers, which have 
timated maximum requirements of less than 2,000 M. c. f. per day for 
1e current contract year as set forth in their service agreements. For 
ie other three “large” customers having requirements of 2,000 M. c. f. 
r more per day, the staff recommended a two-part rate with provision 
or a maximum charge equivalent to the straight rate proposed for the 
small” customers for a 3-year developmental period. The straight 
ate for the “small” customers was justified by the staff on the basis 
f the fact that these customers were small, that their loads were 
imilar and that their markets, in general, had little load diversifica 
ion and, correspondingly, little opportunity for load factor improve- 
ent. Weare of the opinion that under these circumstances a straight 
ate is proper for the “small” customers. We find that the difference 
n the loads of the two groups of customers does not warrant the 
imitation of the straight rate to those seven customers whose estimated 
Maximum requirements are less than 2,000 M. ¢. f. per day. All of the 
esale customers are relatively small. For the test year the maximum 
aily demands of the three “large” customers are estimated as follows: 
‘lorence, 2,280 M. c. f.; Huntsville, 2,700 M. c. f.; Decatur, 3,150 M. ¢. f. 
\lso, the load characteristics of these three customers are similar to 
hose of the other seven customers. The record reveals that the load 
actors of these three customers are in the same range as those of the 
ther seven customers. 

In the light of the foregoing facts, we find that a straight rate would 
appropriate for all resale customers of Alabama-Tennessee. Such 
| rate should be in the form recommended by the staff in exhibit No. 
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107 for customers under 2,000 .M. c. f. per day with the exception that 
the limitation with respect to volume should be eliminated. 

The staff recommended that Alabama-Tennessee’s tariff should not 
include any provision requiring resale customers to obtain the com- 
pany’s approval before serving new large volume consumers. The 
company agrees that this change should be made. ‘The tariff for sales 
for resale will, therefore, apropriately exclude such provision. 

There remains, then, the matter of determining the level of the 
uniform straight rate to be charged for all sales for resale. A uniform 
straight rate of 3114 cents per M. ¢. f. for all resale customers will pro- 
duce revenues of $434,006, based upon estimated sales for the test 
period. This approximates the company’s cost of serving such 
customers, including 6 percent return, which we have found to be 
$431,314. Accordingly, we find that a uniform straight rate of 3114 
cents per M. c. f. is a just, reasonable, not unduly discriminatory and 
nonpreferential rate for Alabama-Tennessee to charge for its sales of 
natural gas for resale and constitutes a satisfactory rate in compliance 
with the certificate condition. This rate will produce adequate 
revenues and there should be no minimum bill. 


FURTHER FINDINGS AND ORDER 


Upon consideration of the record herein and the findings and con- 
clusions set forth in our accompanying opinion, the Commission 
further finds: 

(1) Alabama-Tennessee Natural Gas Co. is engaged in the trans- 
portation and sale for resale of natural gas in interstate commerce 
and is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order issued 
July 2, 1948, in this docket, 7 F. P. C. 257. 

(2) Alabama-Tennessee Natural Gas Co.’s sales of natural gas for 
resale are in interstate commerce and are subject to the jurisdiction 
of this Commission. 

(3) Alabama-Tennessee Natural Gas Co.’s present interim F. P. C. 
gas tariff, original volume No. 1, including first revised sheet No. 4, 
does not constitute a satisfactory tariff in compliance with the rate 
condition of the certificate issued to the company by order issued July 
2, 1948, and the rates contained in said tariff are unjust and un- 
reasonable. 

(4) The rates proposed by Alabama-Tennessee Natural Gas Co. at 
the hearings in this matter would not constitute satisfactory compli- 
ance with the condition of the certificate issued to the company and 
said rates are unjust and unreasonable. 

(5) A uniform straight rate of 3114 cents per M. c. f. of gas de- 
livered for sales for resale subject to the Commission’s jurisdiction 
is just, reasonable, nondiscriminatory and nonpreferential. 
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(6) The rates, practices, services and regulations for Alabama- 
snnessee’s sales for resale of natural gas in interstate commerce 
ntained in Alabama-Tennessee’s F. P. C. gas tariff, original volume 
o. 1, modified as set forth in accompanying appendices A and B, 
hich are made a part hereof by reference, are just, reasonable, non- 
scriminatory and nonpreferential and satisfactory to the Commis- 
mn. 

The Commission orders: 

(A) Alabama-Tennessee Natural Gas Co., F. P. C. gas tariff, origi- 
il volume No. 1, modified as set forth in accompanying appendices 
and B, be and the same is hereby determined to be a just, reasonable, 
mdiscriminatory and nonpreferential tariff and satisfactory to the 
ommission in accordance with the rate condition of the certificate 
sued to Alabama-Tennessee Natural Gas Co. by order issued July 
1948, 

(B) After the effective date of this order, sales of natural gas in 
iterstate commerce for resale by Alabama-Tennessee Natural Gas 
o. shall not be deemed to have been made pursuant to a tariff com- 
lying with the condition of the certificate issued to Alabama-Ten- 
essee Natural Gas Co. by order issued July 2, 1948, and the terms 
| this opinion and order issued herein, unless such sales are made 
rates and pursuant to the practices, services and regulations of the 
riff referred to in paragraph (A) hereof, which shall be effective 
s of May 1, 1952, when duly filed on or before May 15, 1952. 

(C) The effective date of this order shall be April 30, 1952. 
Adopted: April 30,1952. Issued: May 1, 1952. 


mitH, Commissioner, concurring: 

I concur in the Commission’s action prescribing rates for the Ala- 
ama-Tennessee Natural Gas Co., because this should terminate pro- 
mged confusion and controversy regarding the tariffs of this com- 
any on a basis which I believe to be just, reasonable, and equitable. 
n the circumstances, a straight volumetric rate is fair. I do not, 
owever, Wish to be understood as endorsing in all respects the analysis 
nd disposition made of the controverted issues involved in deter- 
uning the total cost of service and in its allocation between the juris- 
ictional and nonjurisdictional portions of the company’s business. 
t seems to me that the method employed in respect to certain items— 
mong them regulatory commission expense—might well result, as 
ontended by the company in this case, in dipping into revenues from 
onregulated business for the benefit of the customers buying gas 
or resale. 

Issued: May 1, 1952. 
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APPENDIX A 
RATE SCHEDULE G-1 
General Service 
1. AVAILABILITY 
This rate schedule is available to natural gas distribution systems in the 

States of Alabama, Mississippi, and Tennessee now or hereafter connected to 
the pipeline system of Alabama-Tennessee Natural Gas Company (hereinafter 
referred to as Seller), for the purchase of natural gas for resale, after such 
Buyers execute with Seller a Form of Service Agreement. 
2». APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to all natural gas delivered by Seller to Buyer. 

Natural gas delivered by Seller to Buyer under this rate schedule shall be firm 
service and shall not be subject to curtailment or interruption except that caused 
by force majeure or operating conditions beyond Seller’s control. 


3. RATE 
3114¢ per M. c. f. of gas delivered during the month. 
t| MINIMUM BILL 
None. 
». HEAT CONTENT 
Refer to Section 2 of the General Terms and Conditions, 
6. UNIT OF MEASUREMENT 
Refer to Section 3 of the General Terms and Conditions. 


7. GENERAL TERMS AND CONDITIONS 


All of the General Terms and Conditions are applicable to this rate schedule 
and are hereby made a part hereof. 


APPENDIX B 


Routine communications, including monthly statements and payments, shall 
be considered as duly delivered when mailed by either registered or ordinary 
mail. 


13. NONWAIVER AND FUTURE DEFAULT 


No waiver by either Seller or Buyer of any one or more defaults by the other 
in the performance of any provisions of an executed Service Agreement shall 
operate or be construed as a waiver of any default or defaults, whether of 2 
like or of a different character. 

14. SCHEDULES AND SERVICE AGREEMENT SUBJECT TO REGULATION 

This Tariff including these General Terms and Conditions and the respective 
obligations of the parties under the executed Service Agreement are subject to 


all valid laws, orders, rules and regulations of duly constituted governmental 
authorities now or hereafter having jurisdiction. 
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5. OPERATING INFORMATION AND ESTIMATES 


At Seller’s request, any Buyer will furnish to Seller estimates of the daily, 
nonthly and annual quantities of natural gas which Buyer desires Seller to 
‘urnish to Buyer for at least two years in advance. 


i6. NOTICE OF ADDITIONAL LARGE VOLUME LOADS 


With respect to all gas delivered under a general service contract and after 
he commencement of deliveries thereunder, Buyer, before connecting a new firm 
‘ustomer whose maximum use exceeds 100 M. c. f. per day, and before increasing 
the gas supply to an existing firm customer by more than 50 M. ec. f. per day, 
shall give Seller at least two years’ advance notice, together with full informa- 
lion concerning such increase in requirements; provided, however, that when- 
ever Seller has available capacity adequate to supply such increase in require- 
ments it shall so advise Buyer who may then immediately undertake such addi- 
tional service. 

17. SERVICE AGREEMENT 

17.1 Form of Service Agreement.—Buyer shall enter into a Contract with 
Seller under Seller's standard form of Service Agreement. 

17.2 Term of Service Agrecment.—The term of any Service Agreement shall 
be as mutually agreed upon by Buyer and Seller and shall not exceed twenty (20) 
years. 

17.3 Modification of Service Agreement.-No modification of the terms and 
provisions of an executed Service Agreement shall be made except by the execu- 
tion of another written Service Agreement. 


18. INCORPORATION IN RATE SCHEDULES AND SERVICE AGREEMENTS 
These General Terms and Conditions are incorporated in and are a part of 
Seller’s Rate Schedules and executed Service Agreements, 


CANCELLATION OF SHEET No. 33 


Notice is hereby given that effective May 1, 1952 Sheet No. 33 of the F. P. ¢. 
Gas Tariff of Alabama-Tennessee Natural Gas Company is to be cancelled 


804039-—57——-9 
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TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


Opinion Disallowing Proposed Increased Rates Filed Pursuant to 
Section 4 (d) of the Natural Gas Act 


Docket No. G-—1842 


( Adopted May 28, 1952: Issued May 29, 1952) * 


Syllabus 


1. Commission finds that Transcontinental has not sustained its burden of proof 
to show that the increased rates under suspension would be just and reason- 
able as required by section 4 (e) of Natural Gas Act. P. 97. 

2. Transcontinental is found to have overstated its claimed rate base for the 
test year, July 1, 1952, to June 30, 1953, by at least $19,753,526. DP. 104. 

3. In determining future costs of maintenance and operations as a basis for 
utility rates, claimed costs must be grounded on actual costs adjusted to 
reflect known changes, free from speculation. DP. 106. 

4. Transcontinental’s claimed costs for operation, maintenance or general and 
administrative expenses have not been demonstrated on the record to be 
justified or proper. VP. 107. 

5. Commission finds that Transcontinental has failed to establish on the record 
that its presently filed rates will not provide adequate revenue to meet its 
cost of service, including a reasonable rate of return on net investment in 
utility property. P. 112. 

Drarer, Commissioner, dissenting. 

Dory, Commissioner, not participating. 

James B. Henderson, Richard J. Connor. Christophe r 7. Boland. 
and Gallaghe r, Osherman, Connor & Butler for Transcontinental Gas 
Pipe Line Corp. 

Lambert McAllister, Bernard A. Foster, Jr.. and Howell Purdy 
for the Federal Power Commission staff 


By THE COMMISSION : 
OPINION 


On October 23, 1951, and November 15, 1951, applicant, Transcon- 
tinental Gas Pipe Line Corp. (Transcontinental), filed with the Com- 
mission, pursuant to section 4 (d) of the Natural Gas Act, revisions 
of its rate schedules whereby it seeks increases in rates designed to 
produce $13,614,000 per annum in excess of the amount which would 





*Designated Commission opinion No. 227. 


94 


be provi 
of 555.0 
aun order 


rates an 
act. Tl 
Novemb 
and Ma 
might b 
Act. 
Trans 
portatio 
sale of s 
ern Pen 
Georgia 
admits | 
the rates 
The p 
before a 
issued J 
shall go 
its justi 
rates. 
purport 
its coun: 
The hea 
for cros: 
continue 
nental | 
produce 
9, 1952, 
ing that 
There 
disallow 
dismissi! 
followin 
of proof 
or any — 
the moti 
dence of 
increases 
had mor 
mitted in 
tion and 
12 mont 
of 7 perc 





TRANSCONTINENTAL GAS PIPE LINE CORP. Q5 


e provided by presently effective rates, based on a daily sales capacity 
f 555,000 M. ec. f. On November 29, 1951, the Commission issued 
n order providing for a hearing on the reasonableness of the proposed 
ates and suspending their operation pursuant to section 4 (e) of the 
ct. The proposed rates filed on October 23, 1951, and those filed on 
November 15, 1951, were respectively suspended until May 1, 1952, 
ind May 15, 1952, and until such further time thereafter as they 
night be made effective in the manner prescribed by the Natural Gas 
Act. 

Transcontinental owns and operates a pipeline system for the trans- 
portation of natural gas purchased in Texas and Louisiana and the 
sale of such gas for resale in New York City, in New Jersey, and east- 
‘rm Pennsylvania and along the company’s main line in Alabama, 
Georgia, the Carolinas, Virginia, and Maryland. Transcontinental 
1dmits that it is a “natural-gas company” under the act, and that 
the rates in question are subject to this Commission’s jurisdiction. 

The proceeding came on for hearing on January 28, 29, and 30, 1952, 
before a presiding examiner pursuant to an order of the Commission 
issued December 14, 1951, which provided that “Transcontinental 
shall go forward with the burden of proof imposed upon it, presenting 
its justification with respect to” and the lawfulness of the proposed 
rates. Applicant introduced evidence both oral and documentary in 
purported justification of its increase in rates; and, on January 30, 
its counsel stated in open hearing that it had completed its direct case. 
The hearing was then recessed; and, on April 2, 1952, was reconvened 
for cross-examination of Transcontinental’s witnesses. The hearing 
continued until April 9, 1952, all witnesses tendered by Transconti- 
nental being cross-examined, and additional documentary material 
produced by Transcontinental being received in evidence. On April 
9, 1952, counsel for Transcontinental again announced in open hear- 
ing that it had completed its case. 

Thereupon, Commission staff counsel made a motion for an order 
disallowing the increased rates and charges proposed by applicant and 
dismissing the proceeding. The grounds assigned are principally the 
following: that applicant has failed to sustain the statutory burden 
of proof upon it to show that the proposed increased rates and charges, 
or any portion thereof, are just and reasonable, either at the time of 
the motion, on May 1, 1952, July 1, 1952, or thereafter; that the evi- 
dence of record is insufficient to sustain a finding that the proposed 
increased rates are just and reasonable; that although applicant has 
had more than a year of actual operating experience, the evidence sub- 
mitted in support of its proposed increase in rates is based on specula- 
tion and estimates without substantial support in fact; that for the 
12 months ending February 29, 1952, applicant has earned in excess 
of 7 percent on net investment in utility property; that applicant had 
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given notice that on May 1, 1952, it proposed to take the required stat- 
utory steps to make the proposed increase in rates effective, although 
the evidence in support of such increased rates is based on operations 
at 555,000 M. ec. f. for the year beginning July 1, 1952, and ending 
June 30, 1953, whereas the capacity of the Transcontinental system 
on May 1, 1952, would be only 530,000 M. c. f. 

The presiding examiner certified the motion to the Commission with 
the entire record in the proceeding; and dates were fixed for the filing 
of briefs and for oral argument before the Commission. Upon mo- 
tion of Transcontinental filed on April 18, 1952, an extension of time 
for the filing of briefs and postponement of the date of oral argument 
were granted, Transcontinental stipulating that it would not move to 
put the increased rates into effect prior to June 1, 1952. Briefs were 
thereafter filed by Transcontinental, staff counsel, and substantially 
all of interveners, all interveners supporting the motion to dismiss. 
On May 19, 1952, oral argument was had before the Commission upon 
the motion to dismiss, argument in support of the motion being pre- 
sented by staff counsel and counsel for numerous interveners, and in 
opposition thereto by counsel for Transcontinental. 

Having carefully considered the record, the briefs and the oral 
arguments, we are of the opinion and find that Transcontinental has 
not sustained its burden of proof and has not shown that the increased 
rates under suspension and involved in this proceeding would be just 
and reasonable. 


BURDEN OF PROOF 


In every case where a natural-gas company seeks to increase its 
presently effective rates, it must clearly establish that such increased 
rates are just and reasonable. Section 4 (e) of the Natural Gas Act 
provides : 

* * * At any hearing involving a rate or charge sought to be increased, the 
purden of proof to show that the increased rate or charge is just and reasonable 
shall be upon the natural-gas company, * * *. 

The language of section 4 (e) “was taken bodily from the Interstate 
Commerce Act”; and the interpretation placed by the Interstate Com- 
merce Commission upon such provision of the Interstate Commerce 
Act applies with equal force to this provision of the Natural Gas Act 
(Tope Natural Gas Co. v. Federal Power Commission, 196 F. 2d 803 
(1952). 

The corresponding language in the Interstate Commerce Act, sec- 
tion 15 (7), is as follows: 

* * * At any hearing involving a rate, fare, or charge sought to be increased 
* * * ._ the burden of proof to show that the increased rate, fare, or charge, 


or proposed increased rate, fare, or charge, is just and reasonable shall be upon 
the carrier, * * *, 
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In 1911, 1 year after the passage of the rate-suspension provision 
of the Interstate Commerce Act, the Interstate Commerce Commission, 
in Advances in Rates—W estern Case, 20 1. C. C. 307, 314-16, construed 
the above-quoted language of section 15 (7). After holding that the 
words “burden of proof shall be wpon the carrier” are not to be 
strictly interpreted along the lines of judicial reasoning in civil and 
criminal cases, but that the public interest must be protected, the Inter- 
state Commerce Commission stated as follows : 

The assumption of the law is that the railroad which increases its rates takes 
such action knowing that the law casts upon it—if challenge is made either by 
this Commission or otherwise—the burden of justifying its action. Theirs, in the 
language of the learned Dean Wigmore, is “the risk of nonpersuasion.” Wigmore 
on Evidence, sec. 2485. The railroad must assume to prove to this Commission 
that the new and the increased rates are within the words of description and 
limitation used in the act; that is, that they are just and reasonable. And to say 
that they must prove this is to say that they must satisfy our minds of this fact. 

Other declarations by the Interstate Commerce Commission inter- 
preting section 15 (7) are as follows: the proposed higher charges 
“must necessarily be supported by affirmative evidence that is per- 
suasive’ (Rates on Plaster and Gypsum Rock (1913), 27 I. C. C. 67, 
68) ; the law has placed upon the carriers proposing increases in rates 
“the burden of justification” (J/nterchange Switching at Wichita 
(1921), 61 I. C. C. 205, 207) ; theirs is “the burden of justifying” the 
proposed increased rates (Grain and Grain Products from North 
Dakota (1927). 123 I. C. C. 49. 55: Grain and Grain Products to 
Arkansas (1927), 128 I. C. C. 29, 30; Lumber from Southern Points 
(1930), 167 I. C. C. 405, 408). 

In Re Mississippi River Fuel Corp. 2 F. P. C. 170, 179, where ap- 
plicant failed to produce evidence as to its investment in its property, 
operating costs or what would constitute a reasonable rate of return, 
we held, in disallowing a rate increase, that evidence to justify the 
reasonableness of proposed increased rates “must be affirmative, con- 
crete and persuasive.” The Court of Appeals affirmed the Commis- 
sion’s order, saying that in the absence of proof as to the aforemen- 
tioned matters, “it cannot be said that the petitioner sustained the 
burden of proof imposed upon it.” Mississippi River Fuel Corp. v. 
Federal Power Commission, 121 F.2d 159, 165. 

These clear statements as to the meaning of the term “burden of 
proof” as used in section 4 (e) of the Natural Gas Act leave no doubt 
as to the obligation of Transcontinental to justify by clear and con- 
vincing evidence that the rates under suspension would be just and 
reasonable. We discuss below some of the more patent defects of 
record. 


RATE BASE 


Transcontinental, in presenting its claim for increased rates, esti- 
mates that on July 1, 1952, it will have a gross investment in gas utility 
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plant of $272,831,255, and that considering its estimated reserve for 
depreciation as of that date, as well as working capital, it should be 
provided with rates which will provide a reasonable return on a rate 
base of $268,919,476, made up as follows: 

Estimated cost of gas plant $272, 851, 255 
10, 


Estimated reserve for depreciation salance at June 30, 1952 0, 450, T79 


Net cost of gas plant 262, 380, 476 
Working capital 6, 539, 000 


Rate base 1 268, 919, 476 


Gas utility plant at July 1,1952.—Transcontinental has not justified 
its claim that $272,831,255 will represent the cost of gas utility plant 
as of July 1, 1952, or at any other date in the reasonable near future. 

The record shows that Transcontinental’s claimed investment in gas 
utility plant at March 30, 1951, was $266,119,716 and that the differ- 
ence between that amount and the claimed cost of utility plant on 
July 1, 1952, of $272,831.255, represents the estimated cost of com- 
pleting facilities necessary to attain its full authorized sales capacity 
of 555,000 M. c. f. per day. But, the record shows that certain of these 
facilities, for which estimated costs are included as of July 1, 1952, 
will not be constructed and in operation until some later date, some not 
until 1953. The cost of completing these facilities is variously esti- 
mated at from $500,000 to $1,100.000. 

General office building—The record shows that included in the total 
of $272,831,255 is $1,720,305 representing the cost of Transcontinen- 
tal’s general office building in Houston, Tex. This building is owned 
by a wholly owned subsidiary of Transcontinental to whom Trans- 
continental makes periodic payments for interest, amortization, and 
income taxes. It appears that such payments are included in Trans- 
continental’s operating expenses. Consequently, in determining 
Transcontinental’s cost of service, either the cost of the building must 
be excluded from the rate base or the periodic payments removed from 
operating expenses. 

Interest during construction—The record also shows that Trans- 
continental has included in its claimed cost of gas utility plant $18.- 
380,264.25 for interest during construction of which $3,568,117.80 
represents the capitalization of interest on equity funds. Of this 
latter amount $2,579,638 represents the capitalization of interest at the 

32, in authorizing 


rate of 15 percent perannum. In opinion) F.P.C. 
Transcontinental to increase its sales capacity from 340,000 M. e¢. f. to 
505.000 M. ¢. f., we questioned the reasonableness of amounts claimed 
by Transcontinental for interest during construction, bond commit- 
ment fees, discount and expense on 6 percent interim notes and said: 


Transcontinental estimates that interest to be charged to construction will 
amount to $15,386,555 on the overall project. Included in the $15,386,555 is an 
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amount representing a rate of 15 percent interest on equity funds, the entire 
amounts of the bond commitment fees and discount and the expense on the 6 
percent interim notes which are convertible into preferred stock. The reason- 
ableness of the rate on equity funds and the propriety of charging the other 
items in their entirety to construction is questionable, but due to the unavail- 
ability of all necessary facts upon which to base a precise adjustment, no attempt 
will be made to resolve the issue at this time. 

The Uniform System of Accounts for Natural Gas Companies pro- 
vides for the capitalization of a reasonable rate of interest on equity 
funds. The record does not justify a 15 percent annual interest rate 
on equity funds and needless to say it is difficult to conceive how such 
a rate could be justified. 

It has not been our general practice in determining interest during 
construction to allow interest on general corporate funds in excess of 
6 percent per annum.' The record in this case contains no justifica- 
tion for capitalizing interest on equity funds at any interest rate in 
excess of 6 percent. Transcontinental’s claim is based on the errone 
ous assumption that it is entitled to a return on its investment during 
construction whereas the Uniform System of Accounts provides only 
for interest during construction. Substituting 6 percent, the $2,579,- 
638 must be reduced to $1,031,855, a disallowance of $1,547,783. 

Transcontinental has also capitalized $5,191,541 as discount and 
expense related to the issuance of $26,500,000, 6 percent interim notes 
dated November 1, 1948, and due May 1, 1951, and referred to in 
opinion 9 F. P. C. 32 as quoted above. Total costs.in relation to the 
issuance of the 6 percent interim notes were: 


Discount $3, O75, 000 


Underwriting commission 1, 470, 000 
Expense 138, 356 
Total 5, 583, 356 


It is significant that the capitalization of $5,191,541 of this total 
cost has not been justified in the record before us, in spite of the fact 
that we questioned such costs in opinion 9 F. P. C. 32. Consumers 
cannot be called upon to bear the burden of costs of such magnitude 
without clear and convincing proof that such charges are a proper 
part of utility plant. 

Transcontinental has also capitalized $786,500 representing a com- 
mitment on 35¢ percent bonds due in 1968 and $80,000 on 314 percent 
bonds due in 1970, a total of $866,500. The record contains no evidence 
to justify a departure from the usual and customary practice of amor- 
izing these costs over the life of the bonds. Making due allowance for 
the construction period, it appears that $68,818 might be capitalized 
with respect to the 35g percent bonds and $2,333 for the 314 percent 








In the period 1920-1025, when money costs were high, the Commission sometimes 


tllowed 7 percent 
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bonds. On such basis Transcontinental has erroneously capitalized 
$717,682 on account of the 354 percent bonds and $77,667 in relation 
to the 314 percent bonds, or a total of $795,349 which must be excluded 
from the plant accounts. 

Thus, Transcontinental has over-stated its gas utility plant on ac- 
count of excess charges for interest during construction by at least 
$7,534,673—anade up of the following items: 


Excess interest on equity funds : ae bisects aimconcs “Qk, OEy 4 
Discount and expense on interim notes______------------- sncoils Gp ey ee 
Commitment fees on 35g percent bonds__-_-------- ee 717, 682 
Commitment fees on 31% percent bonds ; dperaavanst dle J 77, 667 

Total ; saat ak nls 5 ee 


Reserve for depreciation —Transcontinental uses the year July 1, 
1952, to June 30, 1953, as its pattern or test year. In determining 
net investment in utility property, it considers the reserve for depre- 
ciation at July 1, 1952, to arrive at net investment in utility property 
during the test year. Net investment in utility property for this test 
period can only be considered reasonable if the average for the test 
period is used. Transcontinental shows on the record that it will ac- 
cumulate approximately $7,919,096 in depreciation reserve for its theo- 
retical test year. One-half of that amount added to the proper re- 
serve for depreciation on July 1, 1952, would provide properly for 
the average reserve for depreciation during the test year. On the 
basis of Transcontinental’s claimed rate base, the average reserve for 
depreciation for the test year would be $14,410,377 instead of 
$10,450,779. 

Working capital—Transcontinental claims $6,539,000 for working 
capital as a part of the rate base upon which it is entitled to a reason- 
able return. This amount is made up of the following items: 
Materials and Supplies : 

Balance—December 31, 1551 


$2, 600, 000 
Additional inventory principally required for com- 


pressor engine parts (Piedmont stations), meter- 


ing and dehydrator parts, ete_ Son . 400, 000 
Total materials and supplies $3, 000, 000 
Cash Working Capital : 
45 days of operating expenses—14 of $26,910,000 &3, 364, 000 
Prepayments se : 175, 000 
Total cash working capital 3, 539, 000 
Total working capital 6, 539, 000 


Working capital is allowable as a part of the rate base, upon which 
a reasonable rate of return must be allowed, when it is demonstrated 
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by substantial evidence that the utility must provide cash from its own 
funds to meet necessary operating expenses. This necessity arises 
when revenue from utility operations is not received from current 
operations until some time after necessary operating and other ex- 
penses must be met by cash outlay. However, when there is an ac- 
crual of cash provided from operations to anticipate future payment 
of Federal income taxes, or for any other purpose, such cash accruals, 
to the extent available must be utilized by the utility before any al- 
lowance will be made for working capital. 

The record shows that Transcontinental, in what it terms a normal 
year, will accrue $12,137,000 for Federal income taxes. This tax 
would be payable on fixed dates during the succeeding year. The fol- 
lowing table shows how such taxes are payable: 


laxes payable the next year as follows 
Tax year maaan 


Mar.15 | Junel5 § Sept.15 Dee. 15 


Percent Percent Percent Percent 
1951 35 85 15 15 
1952 40 40 10 10 
1953 45 45 5 5 
1954 50 50 


When Federal income taxes are accrued monthly, in accordance 
with common utility practice, and such taxes are payable in designated 
umounts during the next ensuing year, it follows mathematically that 
a natural-gas company will have on hand on an average basis the 
following percentage of its full Federal tax liability payable in the 
designated year. 


Percent 
Nis a a cee ld - ‘elicas sia cial i aie lak 90 
ee a a ee — 
Tit cic basin ecaa ace Taae ss ti aba laa ict aia ae aad 8U 
satirist nse ccenteiecscaeinaniornadsn nahn ne aeniamekaiigctaasaan ns mie 75 


Consequently, in any year a definite percentage of Federal income 
taxes, for which accruals are provided, will be available to meet utility 
requirements for working capital. (Re A/abama-Tennessee Natural 
Gas Co., 11 F. P. C. 75). Likewise, other accruals which are pro- 
vided out of revenue to meet future obligations, to the extent avail- 
able, must be determined and utilized as an offset to working capital 
requirements, 

As early as 1935 the New York Public Service Commission required 
the offset of accruals against working capital requirements to the 
extent available. In case 6093, Investigation of Rates of the Long 
Island Lighting Co., the commission said : 

Practically no taxes are paid prior to the time payment is made by consumers 
and Mr. Mylott has estimated the amount of such funds available fer use by 
the company (Exhibit 560; S, M, 9497-98). Federal income taxes, on the aver- 
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age, are not paid until more than a year after payment has been received from 
consumers. * * * Special franchise and property taxes generally are accrued 
during one year and paid shortly after the first of the year, although some semi- 
annual payments are made. For the purposes of his estimate, Mr. Mylott 
assumed that all of these taxes, except those paid in the year in which assessed, 
were paid in January of the following year, and that the company had the use 
of such funds for six months on the average. 


The latest pronouncement of the New York Commission is found 
in ease No. 15235, decided October 3, 1951, in the matter of New York 
Z'elephone Co., where the company itself, in computing its working 
capital, deducted an item of $21,000,000 representing Operating Costs 
Advanced. ‘The commission in its opinion, in referring to this item, 
stated: 


The item of operating costs advanced, which is shown in the negative amount, 
arises in the main because the company bills for local service in advance of the 
time the service is rendered, and pays wages and taxes (particularly income 
taxes) after service is rendered. The amount of such advance payments by sub- 
scribers is, of course, available in the form of cash used to help maintain ade- 
quate bank balances and to meet the company’s requirements for working funds. 

There are certain items which the company receives in cash which it can use 
to maintain its bank balances, which it has not considered in its determination 
of its claimed need for working capital. These are certain taxes, tax withhold- 
ings and social security withholdings. 

One item is the federal excise tax, Which is a tax collected by the company 
and added to the subscribers’ bills. It is estimated that for the year 1951 this 
will amount to $84,706,000. The company has the use of these funds on the 
average of 47 days. The effect of working capital by the use of these funds 
would be a reduction of $10,950,000. If it be argued that the company, having 
collected this money for the government, has no right to use it in its business, 
it nevertheless is available as cash in bank to maintain the required bank balances. 

Another item somewhat similar in nature which the company did not con- 
sider is the amount of withholding taxes and other items withheld from em- 
ployees’ pay. From this source the company would have $2,600,000 on a yearly 
basis available either as a reduction of required working capital or to supply 
required bank balances. 


Further, the Maine Public Service Commission, in a decision handed 
down on January 17, 1952, 92 P. U. R. (N. S.) 46, in Bangor Hydro 
Electric Co., held that Federal income tax accruals should be deducted 
from working capital requirements. The commission said: 

This cash, provided by the rate-payers and available to meet working capital 
requirements, is more than sufficient to offset what would otherwise be required 
as hereinbefore set forth. To allow the company a return upon these funds 


supplied by the rate-payer, not the investor, would, in our judgment, produce 
inequitable results. 


In re Southern Bell Telephone & Telegraph Co. (Ky. 1948) 76 P. U. R. (N. 8S.) 


6 


33 it was said at page 38: “In so far as it goes this record indicates that advance 
payment of revenues and delayed payment of accrued taxes more than offset 
actual cash requirements. To permit the company, then, to earn on this sum 
amounts to its earning upon money advanced by the customer instead of the 
investor.” 
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To the effect that cash similarly accrued for federal income tax purposes 
should be deducted from working capital requirements, see Re Michigan Con- 
solidated Gas Co. (Mich, 1949) 79 P. U. R. CN. S.) 445, 449; Re Consolidated 
Edison Co. (N. Y.) Case 18423, Dec. 30, 1448. This is true notwithstanding the 
possibility that corporate income taxes may hereafter be changed so as to affect 
materially the funds available from tax accruals, since the Commission must 
decide such matters by the law as it stands. Re Citizens Teleph. Co. (Ky. 1950) 
83 P. U. R. (N. 8.) 129. 

In City of Pittsburgh v. Pennsylvania Public Utility Commission, 
Bell Tele phone Co. of Pe nnsylvania, $8 A.2d 59 (1952). where Bell 
sought a rate increase, the Supreme Court of Pennsylvania held that 
un allowance by the State commission of $6,200,000 as cash working 
capital was improper since Bell accumulated an unsegregated fund in 
excess of $15,000,000 for Federal and State income tax purposes. The 
court said : 

The sole question is one of lag and if, for example, under the management 
and practices of the Bell Co. lags in the payment of its obligations and thie 
accumulation from revenues of the sum of $13,000,000 for taxes eliminates the 
need for cash working capital, no allowance therefor should be made, * * *. 

Decisions of other State commissions to the same effect are: 2 
Pacific Gas & Electric Co. (Cal. Pub. Util. Comm.), 82 P. U. R. (ON. 
S.) 473, 483; Re Citizens Tele phone Co. (Ky. Pub. Serv. Comm.), 
83 P. U. R. (N. S.) 129, 134: Che Sa pe ake & Potomae Tele phone Co. 
(Md. Pub. Serv. Comm.) 84 P. U. R. (N.S.) 175, 193-94: Re Michigan 
Bell Tele phone Co. (Mich. Pub. Serv. Comm.), 85 P. U. R. (N.S.) 
327,341: Re Hackensack Water Co. (N. J. Bd. of Pub. Util. Commrs.). 
80 P. U. R. (N. S.) 345, 349-50: Re Monmouth Consolidated Wate: 
Co. (N. J. Bd. of Pub. Util. Commrs.), 81 P. U. R. (N.S.) 38, 41-42. 

In this connection it must be recounted that in any event Trans 
continental has overstated its working capital requirements. In- 
cluded in its claim is one-eighth of the annual cost of purchased gas 
for resale. ‘This claim presupposes a lag of 45 days between the date 
Transcontinental must pay for the gas purchased and the date upon 
which revenue from such sales is received. The record shows that to 
the extent that there is a lag it is but 5 and 10 days. The determina 
tion of working capital rquirements must be on a realistic and support 
able basis. Ordinarily, no allowance in working capital for the cost 
of purchased gas is justified because current revenue is generally 
available before payment must be made for gas utilized in current 
operations. (Re Hope Natural Gas Co.,3 F.P.C. 150, 174; Re Cities 
Service Gas Ce. 5 F. FP. ©. £59, 177: Re Mississippi Rive } Fu l Co piss 
4 KF, P. C. 340, 344: Re Panhandle Eastern Pipe Line Co., 3 F. P. C. 
273, 283.) To what extent management may impose added costs upon 
the consumer, by providing for prior payment of gas purchased before 
revenue from current operations is available, is not before us for deter- 
mination in this case. However, it is a matter which management 





104 FEDERAL POWER COMMISSION 


must fully justify when consumers are directly affected. The amount 
of accruals, whether federal income tax accruals or other accruals, 
which are available to offset working capital requirements must be 
determined in each case. 

In this case Transcontinental claims, on the basis of the test year 
which it proposes, that is must accrue $12,137,000 for federal income 
taxes. At least 75 percent of this amount is available at all times to 
meet working capital requirements. The amount available would be 
$9,102,750. This amount far exceeds the claim of Transcontinental 
for working capital in the amount of $6,539,000. 

Considering the major items discussed above, Transcontinental has 
overstated its claimed rate base for the test year, July 1, 1952, to 
June 30, 1953, by at least $19,753,526. This total is made up of the 
following items: 


Cost of main office building_- $1, 720, 305 
Improper charges for interest during construction 7, 534, 673 
One-half of annual depreciation accruals 3, 959, 548 
Working capital : 6, 539, 000 

Total i 7 19, 753, 526 


COST OF SERVICE 


Transcontinental, in this case, seeks to justify its claimed increase 
in rates by asserting that its cost of service for the test year which 
it has selected (July 1, 1952—June 30, 1953) will be $68,019,000, made 
up of the following: 


Gas purchased for resale__- $14, 282, 000 
Operation and maintenance expense 9, 277, 000 
Administrative and general expense 3, 351, 000 
Other gas revenues (60, 000) 
Depreciation expense__ 7, 947, 000 
Taxes—Federal income at 52 percent_ 12, 137, 000 
Taxes—other__-_-_~_~_- ; 7" oes 3, 605, 000 
Return at 6% percent__- , 17, 480, 000 

Total cost of service____- 68, 019, 000 


Gas purchased for resale —The cost of purchased gas in the amount 
of $14,282,000 is based on the assumption that 94 percent of the 
maximum daily volume of gas under each gas purchase contract will 
be delivered and paid on an annual basis. The record in no way 
seeks to justify this assumption. No reference is made to past experi- 
ence. Gas is purchased in both Texas and Louisiana at different 
prices. The volumes assumed to be produced in each state is deter- 
mined by applying 94 percent to the maximum daily volumes pro- 
vided by gas purchase contracts in each state. Gathering taxes, 
dehydration costs and other expenses are also calculated on volumes 
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assumed to be produced in each state and from specific fields. A 
departure from the claimed 94 percent under each gas purchase con- 
tract would vary the volumes purchased in Texas and Louisiana with 
material changes in the total cost of gas. 

Taxes other than federal income tares—Transcontinental claims 
$3,605,000 for taxes other than federal income taxes as follows: 


Franchise__ $459. 485 
State income 211, 655 
Ad valorem ; 2, 714, 000 
Payroll. 185, 000 
Other 34, 860 

Total 3, 605, OOO 


Comparable taxes for 1951 were $1,686,958. The claimed costs of 
$3,605,000 were sought to be justified through testimony of witness 
Burton for Transcontinental who stated that the claimed cost was 
based on a study by a committee of individuals working under his 
direction. The study was not introduced in evidence and no individ- 
ual responsible for the compilation testified. 

Transcontinental, in its brief in opposition to the motion to dis- 
miss, relies on published statistics relating to 1950 operations of 
certain natural-gas companies to support its claimed cost of $3,605,000. 
Transcontinental’s claim is 1.32 percent of gross plant. The statis- 
tics relied upon by Transcontinental show like taxes averaging 1.65 
percent of gross plant. An examination of the data relied upon 
shows that such data reflects the operations of a number of natural- 
gas companies which are predominantly distributing companies and 
whose taxes average 2.57 percent of gross plant. Considering natural- 
gas companies, whose operations are primarily carried on by means 
of long pipe lines similar to the operations of Transcontinental, the 
cost of taxes other than Federal income taxes was shown to be 1.06 
percent of gross plant. 

Although we recite these facts, it must not be assumed that we even 
suggest that rates may be established on the basis of comparable costs 
for other natural-gas companies. However, when a compilation of 
claimed future costs are submitted without clear support and justifi- 
cation, such statistics provide a gross approximation as a means of 
comparison. Claimed costs clearly out of line with comparable costs 
of other natural-gas companies are certainly suspect unless justified 
by competent and convincing proof. Transcontinental has not upon 
this record sustained its claimed costs for taxes other than Federal 
income taxes. 

O pe rations, maintenance, and administrative and gene ral ¢ xrpense.— 
Transcontinental’s estimate of $6,012,000 for operations, $3,212,000 for 
maintenance expense and $3,351,000 for administrative and -general 
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expenses is without support in the record. It is not clear exactly how 
these estimates of costs were compiled. As near as can be ascertained 
from the record, labor costs were computed by determining labor re- 
quirements based on management policy and the application of labor 
rates prevailing at December 31, 1951, plus 5 percent. A rising spiral 
of labor costs was given as the reason for the method used. In so far 
us material costs are concerned, in determining operating and mainte- 
nance expense, Transcontinental appears to have taken so-called pre- 
vailing prices for materials during January 1952 and added 10 percent. 
Price trends according to the Bureau of Labor Statistics * were cited 
in justification for the 10 percent increase in prices for materials above 
prevailing catalog prices and quotations used by Transcontinental as 
being current for January, 1952. Estimates of cost thus computed 
have no reliability or probative value. They are based on specula- 
tion and conjecture. In determining future costs of maintenance and 
operations as a basis for utility rates, claimed costs must be bottomed 
on actual costs adjusted, where necessary, to reflect known changes. 
Only in this way can future costs, vital to the establishment of just 
und reasonable rates, be removed from the realm of speculation and 
conjecture. 

If we look to Federal Power Commission published statistics relat- 
ing to natural-gas companies for 1950, it will be found that transmis- 
sion maintenance expense for the following companies raises serious 
question as to justification for the claimed maintenance expense by 
Transcontinental: 

Transmission} Miles of 


maintenance | transmis- 
expense sion line 


Compressor 
horsepower 


iral Gas Pipeline Co. of America $774, 642 
see Gas Transmission Co 252, 000 


171, 745 


7 
' 1,2 
lexas Eastern Transmission Co 1,17 


3, 190, 387 
il Gas Pipe Line Co 3, 265, 000 


The annual report of Panhandle Eastern Pipe Line Co. for 1951 
shows actual transmission expense of $1,634,791 for 4,757 miles of 
(ransmission pipelines and 260,420 of installed horsepower in compres- 
sor stations. These costs are but 50 percent of the amount claimed by 
Transcontinental and yet Panhandle operates slightly more horse- 
power and more than double the miles of pipeline. 

Considering compressor station equipment maintenance expense, 
it is to be noted that Transcontinental claims $1,870,000 for mainte- 
nance of 259,210 horsepower of installed capacity in compressor sta- 


tions. This is a cost of $7.21 per compressor horsepower. 


2? Transcontinental apparently relied on the Bureau of Labor Statistics Consumers Price 


Index whereas the Bureau of Labor Statistics Wholesale Price Index shows a downward 
trend for the last 12 months. 
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Comparable costs in 1951 for the following companies were : 


! 


| Compressor 


Station 





| Compres 

| equipment |} , Se 

Horsepower 
maintenance ’ horsepowe 
expense 

El Paso Natural Gas Co $556, 355 Sf}, RNC 2 97 
Natural Gas Pipeline Co. of America 174, 570 5M 3. 00 
Northern Natural Gas Co 53, 214 2565, 100 1. OF 
Panhandle Eastern Pipe Line Co 865, 148 2ti 


Includes former Texoma Natural Gas Co 


Again we repeat, rates cannot be made on the basis of such com- 
parisons; but Transcontinental’s claimed costs have not been justified 
on the record by competent evidence and the comparisons given above 
clearly indicate the guesswork which inheres in an estimate, if not 
tied to actual costs and modified to the extent required to reflect known 
changes. We do not make rates to reflect probable or possible changes 
in the future. Any variation from present known costs representing 
costs of service must be established as a reality free from speculation. 
The evidence in support of such claimed changes must have the same 
quality. 

The record respecting operating costs and general and administra 
tive expense is equally without competent evidence to support Trans- 
continental’s claimed costs. Transcontinental’s main pipeline, with- 
out considering compressors, is today essentially what it was in De- 
cember 1950. Considering compressors, this line had a capacity of 
340 million cubie feet in March 1951, 505 million cubic feet in June 
1951, and 520 million cubie feet in December 1951. Transcontinental 
is therefore not without experience and no record without costs re- 
flecting that experience can provide a valid basis for future rates. 

Rates cannot be based solely on estimates related to a future period 
when past experience is available. The true test can only be related to 
past experience. Estimates for the future should reflect that experi- 
ence adjusted to provide for known changes. 

Transcontinental has not, on this record, demonstrated that its 
claimed costs for operation, maintenance or general and administra- 
tive expenses are justified or proper. Nor does the record contain 
evidence from which such costs can be accurately determined. 

Our position in this regard is in full accord with what we have said 
in prior cases, and with decisions of other commissions and the courts 
(Re Cities Service Gas Co., 3 F. P. C. 459, 485: The Minnesota Rate 
Cases, 230 U.S. 352. 465-66: Lindheimer v. Illinois Bell Tele phone C'0., 
299 U.S. 151. 163: Railroad Commission v. Pacific Gas & Electric Co.. 
302 U.S. 388, 398-99: Re New York Tele phone Co. (N. Y. Pub. Serv. 
Comm.) Case 15235. decided October 3, 1951: Re Pacific Tele phone ce 
T'ele graph Co. (Cal. Pub. Util. Comm.), 89 P. U. R. (N. S.) 414. 
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RATE OF RETURN 


The evidence submitted by Transcontinental in support of its claim 
for a 61% percent rate of return was in reality no more than a showing 


of cash requirements related to a future plan of expansion involving 
the expenditure of $265,000,000. The plan of financing proposed for 


such a projected construction was based on 75 percent bonds, 10 per- 
cent preferred stock and 15 percent common stock. A projected $1.40 
annual dividend on common stock was suggested by the president of 
Transcontinental although no dividends have been paid to date and 
no dividend policy fixed. It was argued, however, that a $1.40 divi- 
dend was required to maintain the present value of common stock 
and a possible dividend rate of $1.50 on common stock was suggested 
as desirable to establish a price of $25 per share on the common stock, 
thus enabling Transcontinental by the sale of additional shares to 
raise desired funds for the future expansion program. However, it 
must be borne in mind that no application has been filed with the 
Commission by Transcontinental to expand its facilities and the rec- 
ord does not disclose when or to what extent the projected program 
will be carried out. 

That such expansion program was uncertain and speculative was 
made evident at the oral argument on the motion to dismiss by Trans- 
continental’s general counsel: (Transcript, p. 1419.) 

COMMISSIONER SMITH: * * * Now, suppose we were to agree with you 
about that, and then suppose for any number of reasons, perhaps like those which 
led to your abandonment of the New England plan, or perhaps because gas was 
hard to come by, or perhaps because price levels changed, or for whatever reason, 
suppose that the certificate application, which we do not now have, and which 
proceeding we are not now trying, suppose that never did materialize, we could 
not require it, could we? 

MR. HENDERSON: No sir, you couldn't. 


Transcontinental has not demonstrated on this record what earnings 
are required to attract capital. What evidence there is in that regard 
was developed on cross-examination relative to earnings-price ratios 
which indicate that 514 percent or 6 percent rate of return will permit 
Transcontinental to service its outstanding debt and preferred stock 
and allow on its common equity a return in excess of that required by 
investors in the common stocks of Transcontinental and other natural 
gas companies comparable to Transcontinental. Certainly Transcon- 
tinental has not justified a rate of return in excess of 6 percent. It 
may well be that on a full record a somewhat lower rate of return 
would be justified. (7., Alabama-Tennessee Natural Gas Co., 11 
F, P.C. 75, 
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TRANSCONTINENTAL’S EARNINGS 


Transcontinental completed 12 months of actual operations on Feb- 
ruary 29,1952. Its operations during March 1951 were at a capacity 
of 340 million cubic feet, its capacity increased to 505 million cubic 
feet on June 16, 1951, and to 520 million cubic feet on December 15, 
1951. The next increase in capacity to 530 million cubic feet occurred 
on March 19, 1952, and that capacity will not change until at or after 
July 1, 1952, when full authorized capacity of 555 million cubic feet 
will be completed. 

Transcontinental’s average operating capacity for the year ending 
February 29, 1952, was approximately 510 million cubic feet. Its 
average operating capacity for the calendar year 1952 will be 540 
million cubic feat. Its operating income for the 12 months ending 
February 29, 1952, as shown by the record was $19,043,719. Trans- 
continental’s return on average net investment rate base was 7.8 per- 
cent as shown by the following tabulation : 


Net operating income for 12 months ending Febru- 


ary 29, 1952 $19, 048, 719 
Average net investment for period $2.40, 296, 448 
Average working capital 3, o¢4, 201 
Rate base 245, 670, 739 
Actual return earned 7.8% 


Although the record does not disclose basic information from which 
a precise determination can be made as to Transcontinental’s probable 
revenue, expenses and earnings for the calendar year 1952, the record 
dloes provide sufficient facts to indicate that for the full year 1952 
Transcontinental will probably earn in excess of a 6 percent return, 
as shown by the following statement : 
Revenues $51, 672, 276 


Revenue deductions: 


Purchased gas 14, 162, 776 
Other operating expenses : 8, 268, 138 
Depreciation 7, 611, 872 
Taxes—other than Federal income 3, 300, S72 
Taxes—Federal income 2, 344, 701 
Total operating revenue deductions 35. G88, 359 

Net operating revenue 15, 983, 917 

Rate base: 

Average utility plant in service 260, 593, 094 
Average depreciation reserve . ; (9, 749, 892) 
Working capital : 2, 190, 258 
253, 083, 460 
Rate of return____- . ‘ -... 6, 32 percent 


304039—57——10 
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Revenue-—The revenue shown above for 1952 in the amount of 
$51,672,276 is based on the average revenue received during the eight 
months ended February 29, 1952. Transcontinental claims that rev- 
enue for these eight months is overstated because during this period 
it sold large volumes of gas to the Columbia Gas System, Inc., at 31.6 
cents per M. c. f.; and that such sales in major part are nonrecurring. 
Transcontinental estimates this loss in revenue at $464,421. On the 
other hand, it must be realized that system capacity will increase from 
an average of 510 million cubic feet during the 8 months ended Feb- 
ruary 29, 1952, to 540 million cubic feet for the calendar year 1952. 
A substantial increase in revenue must be related to this increase in 
capacity. Transcontinental estimates that its system capacity of 555 
million cubic feet will be utilized at 94 percent of capacity. During 
the 8 months ending February 29, 1952, Transcontinental operated at 
more than 94 percent of capacity. Considering the fact that Trans- 
continental will be operating at 555 million cubic feet after July 1, 
1952, the added sales during the last 6 months of 1952 should produce 
additional revenues of $1,756,344 in excess of the above-stated rev- 
enues of $51,672,276. 

Purchased gas.—TYhe item of $14,162,776 for purchased gas is based 
upon the actual cost per M. ec. f. of the gas purchased in March 1952, 
the most recent month of actual experience. Transcontinental claims 
that this amount does not reflect the full cost of dehydration for the 
year 1952. However, Transcontinental has provided no basis on this 
record from which any determination can be made as to what addi- 
tional dehydration expense will be incurred in 1952. 

Other operating ex penses.—Other operating expenses in the amount 
of $8,268,138 represents the company’s actual experience during the 
eight months ended February 29, 1952, on an annual basis. While 
Transcontinental claims that this amount is inadequate, it presented 
no evidence to show the amount of such increased costs in 1952. Past 
operations do not indicate costs even approximating Transconti- 
nental’s estimates. We are not called upon to speculate as to what 
increase in costs, if any, might be incurred. We, therefore, use the 
sum of $8,268,138 for other operating expenses for the year 1952, 
based on eight months’ actual experience. During the entire eight 
months, Transcontinental’s pipeline has been substantially the same. 
The only change in facilities has resulted from added compression 

31f the system is operated at 94 percent of capacity during the months of July through 
December 1952, the deliveries during that period would amount to 95,992,800 M. c¢. f., or 
6,141,066 M. c. f. in excess of the average deliveries during the eight-month period. On the 
basis of the average revenue per M. c¢. f. of 28.6 cents estimated by Transcontinental, the 
6,141,066 M. ¢. f. would bring additional revenues of $1,756,344. That amount will more 
than offset the cost of gas purchased for resale, added cost of compressor operations in 


cluding fuel and provide added revenue above the claimed loss of revenue on account of 
sales to the Columbia System during the 8 months of past operations 
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in existing compressor stations with a resulting Increase in system 
capacity. 

Depreciation —Depreciation in the amount of $7,611,872 represents 
the application of Transcontinental’s depreciation rates to the aver- 
uge gas plant in service for the year 1952. 

T axves—Other than Federal income.—The amount of $3,300,872 for 
taxes other than Federal income taxes is based on the use of Trans- 
continental’s average rate of 1.32 percent of gross plant. The amount 
of such taxes actually incurred for the twelve months ended February 
29, 1952, was $1,802,511. Thus the sum of $3,300,872 represents an 
S0 percent increase over the company’s actual experience. We use 
the tax rate submitted by Transcontinental because the record does 
not provide the details on which Transcontinental based its estimates 
and the use of such tax rate is most favorable to applicant. 

Federal income taxes—Federal income taxes of $2,544,701 repre- 
sents the amount Transcontinental will accrue for the calendar year 
1952 based upon net operating income of $18.328,618. It has been 
our consistent practice to allow in the cost of service, the amount of 
Federal income taxes which the utility would actually pay to the 
Government based upon a fair return, adjusted for all tax credits to 
which the corporation is entitled. Transcontinental takes the posi- 
tion that we should disregard the fact that for the calendar year 1952 
it will have tax credits by reason of a loss carry-over from 1951 in the 
amount of $7.512,000. There can be no justification for allowing more 
in the way of Federal income taxes than it appears Transcontinental 
will be called upon to pay. 

Rate base-—We previously pointed out the numerous questionable 
amounts included in Transcontinental’s claimed rate base. However, 
for the purpose of determining Transcontinental’s probable earnings 
for the year 1952 we use its claimed investment in utility plant without 
any adjustments. The amount shown for average utility plant in 
service of $260,593,094 represents the average of the plant balances 
on January 1, 1952, February 29, 1952, June 30, 1952, and December 
31,1952. The balances for the two earliest dates are book figures and 
for the two latter dates are those estimated by Transcontinental. 

In determining the amount to be deducted for depreciation, we have 
used the average depreciation reserve balances from the books for 
January 1, 1952, and February 29, 1952. For June 30, 1952, we use 
Transcontinental’s estimated balance as of that date and in determin- 
ing the balance for December 31, 1952, we added to the June 30, 1952, 
balance one-half of Transcontinental’s estimated annual expenses of 
$7,719,096 for depreciation. 

Working capital of $2,190.258 has been determined as follows: 
Materials and supplies of $2,826,092 and prepayments of $176,082 rep- 
resent the average balances, actual or estimated by Transcontinental, 
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for the same four dates previously mentioned. We compute the cash 
working capital requirements of $1,298,314 based on 14 of the operat- 
ing expenses less cost of purchased gas plus 2.05 percent of the cost 
of purchased gas which represents allowance for an average lag of 
714 days between the time payment is made for the gas and the re- 
covery of cost thereof from the customer. For the reasons previously 
stated, we reduced the working capital allowance by 90 percent of the 
Federal income tax accruals for the year 1952, or $2,344,701. The 
amount used for working capital therefore becomes $2,190,258. 

We believe that the return for the full calendar year of 1952 of 
6.32 percent shown by the above compilation is less than actual opera- 
tions will disclose. However, on the basis of the inadequate record 
before us no reliable forecast is possible. It suffices to say that Trans- 
continental had the burden to establish by clear and convincing evi- 
dence that present rates would not provide required revenue to meet 
its cost of service, including a reasonable return on its investment in 
gas utility plant. 

Upon the record in this case, we find that Transcontinental has not 
sustained the burden of proof to show that the increased rates under 
suspension are just and reasonable as of the date of suspension, the 
present or the immediate future. We further find that Transcon- 
tinental has not established on the record before us that its presently 
filed rates will not provide adequate revenue to meet its cost of service, 
including a reasonable rate of return on net investment in utility 
property. 

Upon consideration of the record herein, the Commission further 
finds: 

(1) The evidence of record is insufficient to sustain a finding that 
the increased rates and charges for the sales of natural gas specified 
in applicant’s proposed first revised sheets Nos. 5, 9, 12, 19, and 24, 
second revised sheet No. 16, first revised sheets Nos. 27, 28, and 28—-A 
and second revised sheet No. 28-C to its F. P. C. gas tariff, original 
volume No. 1, setting forth revisions in its rate schedules CF-1, CD-2, 
G-1, G-2, E and EM-1, and suspended by order of the Commission 
issued November 29, 1951, are just and reasonable. 

(2) Applicant has failed to sustain the statutory burden of proof 
upon it to show that the proposed increased rates and charges are just 
and reasonable. 

(3) The motion of staff counsel to disallow the increased rates and 
charges suspended by order of the Commission and to dismiss this pro- 
ceeding should be granted. 

The Commission orders: 


(A) The proposed increased rates and charges suspended by order 
issued November 29, 1951, and referred to in finding (1) hereof, be 
and the same are hereby disallowed. 
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(B) ‘The staff motion to dismiss be and the same is hereby granted. 
(C) This proceeding be and the same is hereby dismissed and 

terminated. 

Commissioner Draper dissenting. 

Commissioner Doty not participating. 

Adopte d: May 28,1952. Issued: May 29, 1952. 

Drarer, Commissioner, dissenting: 

I cannot agree with the majority that the motion of staff counsel 
should be granted disallowing the proposed increased rates or any 
part thereof and dismissing the proceeding. 

A careful reading of the majority opinion discloses many, many 
reasons, to me at least, why an order should issue requiring additional 
evidence to the end that the proper answer be found to the question 
posed: What rates are adequate (a) to provide the more than eleven 
thousand stockholders proper protection for their investments, (b) to 
maintain the financial integrity of the company and (c) to assure the 
approximately eighteen million people living in the communities that 
depend upon Transcontinental in whole or in part for their gas supply 
that the future service will be adequate and efficient ? 

It is my opinion that this Commission has a solemn duty to see that 
all necessary steps are taken to determine sufficiently remunerative 
rates, and that can be done only on a complete record (admittedly not 
before us in this case) which very clearly we have the authority and 
responsibility under the act to develop. 

Tssued: May 99. 1952. 





In THE MaArrer oF 
ALABAMA-TENNESSEE NATURAL GAS COMPANY 


Application for Rehearing of Commission Opinion and Order 
Issued May 1, 1952. 


Docket No. G—585 
(Adopted June 10, 1952; Issued June 11, 1952) * 
Syllabus 


Since factors which usually justify use of demand-commodity allocation of 
cost of service are not present, the use of average unit costs (volumetric or 
commodity basis) is appropriate for Alabuma-Tennessee’s type of operations. 
P. 115. 

»” Commission reaffirms finding that under facts of this case volumetric basis is 
fair and equitable method for allocation of costs between jurisdictional 
sales of natural gas for resale and nonjurisdictional direct sales. DP. 117. 

3. Contention of Alabama-Tennessee that Commission erred in considering tax 
acerual funds as available in computation of working capital allowance 
rejected as it is established utility practice to use these funds for corporate 
purposes. I’. 119. 

4. Alabama-Tennessee’s claim that it has been deprived of property without due 
process of law by Commission’s rejection of its rate schedule filed on 
January 14, 1952, is considered by Commission to be unjustified on ground 
that proposed rates were excessive and no claim of confiscation may be 
predicated upon a claimed right to receive unjust enrichment during sus- 
pension period, P. 121. 

5. Application for rehearing and stay of Commission opinion and order issued 
May 1, 1952, 11 F. P. C. 75, is denied. P. 122. 


Draver, Commissioner, and Dory, Commissioner, not participating ; 
Smirn, Commissioner, Concurring. 
By THE CoMMISSION : 
OPINion 


Application for rehearing and stay of our opinion and order, 11 
F. P. C. 75, issued May 1, 1952, was filed May 12, 1952, by Alabama- 
Tennessee Natural Gas Co. (Alabama-Tennessee ). 

Numerous objections are advanced by Alabama-Tennessee to our 
opinion and order. Among them the objections that we did not make 
an allocation of costs of service between sales for resale which are sub- 
ject to our jurisdiction and direct sales which are not subject to our 


*Designated Commission opinion No. 226—A. 
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jurisdiction, and that in assigning costs of service between jurisdic- 
tional and nonjurisdictional business we failed to enploy the demand 
and commodity method of allocation. 

These patently inconsistent objections are both without merit. As 
our opinion reveals, and as the company’s second objection above 
recognizes, we did, of course, as required by law, determine the just 
and reasonable rates for jurisdictional business on the basis of an 
allocation of costs between jurisdictional and nonjurisdictional sales. 

Alabama-Tennessee’s real complaint is that we did not employ the 
method of allocation advocated by it. We allocated costs of service 
between jurisdictional and nonjurisdictional sales on a volumetric or 
commodity basis (on the basis of the unit of gas transported and sold, 
viz., 1,000 cubic feet), whereas Alabama-Tennessee advocated several 
modifications of a demand-commodity type of allocation. 

It is true that in most of our natural gas rate cases we have employed 
what is generally known as a demand and commodity type of alloca- 
tion rather than a straight commodity basis. In the demand and com- 
modity method, costs are first assigned to two categories, demand and 
commodity. These latter costs are then allocated to jurisdictional and 
nonjurisdictional sales in proportion to demands on the peak days and 
the volumes of gas delivered during a representative period, respec- 
tively. 

As pointed out in our opinion 11 F. P. C. 75, Alabama-Tennessee’s 
natural gas business, however, has not yet brought into play those 
operational factors which justify the use of the demand formula. 
Demand costs in the natural gas transportation business are associated 
with use of capacity of the pipeline at the time of peak deliveries 
In the usual situation, certain sales are interrupted completely or 
drastically curtailed in order that other service may be maintained 
or expanded. Thus deliveries to industrials may be made during, 
say, 360 days of the year but curtailed or shut off altogether on the 
remaining five peak days. Other deliveries, such as for domestic 
service, may have a priority in that they are made not only on 360 
days of the year, but service is actually increased on the remaining 
tive peak, usually cold, days. The fact that deliveries relating to 
certain sales involve involuntary curtailment at peak times and de- 
liveries under other sales arrangements are increased when it is 
most difficult to make deliveries, is a significant cost factor which we 
have generally recognized. Obviously it would not be accurate or 
equitable to assign the same unit (M. c. f.) cost to deliveries associ- 
ated with nonpeak service as deliveries which are increased to the point 
where the pipeline system is operated at its maximum to take care 
of them. The assignment of certain capacity cost to a demand fune- 
tion and the allocation of such assigned cost on the basis of relative 
deliveries on the peak days when capacity is in greatest demand is 





116 FEDERAL POWER COMMISSION 


designed to give recognition to the varying cost factors which are 
known to exist in this type of operation. 

Alabama-Tennessee has not been required to curtail any service 
in favor of any other service. Its pipeline capacity is approximately 
35,500 M. c. f. per day. Its estimated peak load for 1952 is only 
26,245 M.c. f. per day. It is not yet faced with the problem of reduc- 
ing deliveries to certain customers in order to deliver additional gas 
to others. Accordingly, this important factor which calls for the 
recognition of demand costs is absent. 

Alabama-Tennessee recognizes, at least impliedly, the force of the 
foregoing statement. In its application for rehearing it states that 
its methods of allocation which employed a modified demand formula 
“oive effect to the fact that part of the capacity reserved to meet 
fifth year contract maxima is temporarily unused,” and that the “costs 
identified with such temporarily unused capacity were allocated 
between direct and resale customers in proportion to their relative 
maximuin use of installed capacity.” It is apparent, therefore, that 
Alabama-Tennessee would allocate the cost of maintaining unused 
capacity throughout the year on the basis of various demand factors 
of the jurisdictional and nonjurisdictional business even though the 
maximum demands are less than the capacity of the pipeline and the 
relative demands have, therefore, no significance in the company’s 
cost of service at present. In contrast the commodity method which 
we have used allocates the cost of carrying the unused portion of the 
pipeline throughout the year on the basis of the actual use of the 
plant throughout the year, that is, on the basis of the total units of 
as delivered. 

Due to the absence of those factors which usually justify the use 
of a demand-commodity allocation, the use of average unit costs (the 
volumetric or commodity basis) is entirely appropriate for Alabama- 
Tennessee’s type of operations which at the present time and for the 
immediate future are, and will be, a rather simple process business. 


or 
- 


Alabama-Tennessee’s pipeline operations are continuous and uni- 
form. It deals in and sells one commodity—natural gas. Each cubic 
foot of natural gas which it transports and sells is the same as all 
other cubic feet. The chemical content, the heat content, and the 
physical and chemical characteristics generally are the same as to 
deliveries to all customers. In short, the operations are continuous, 
uniform and standardized and the product sold is completely fungible. 
It would be difficult to find an operation more closely conforming to 
the process type of business and, by the same token, it would be 
difficult to find a business in which the use of an average cost basis of 
allocation would be more appropriate. 
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The conditions for the use of average cost or process cost determina- 

tions are: 

1. Continuous or mass production, 

2. Loss of identity of individual items or lots, 

3. Complete standardization of product and processes.’ 
Each of these conditions is fulfilled by Alabama-Tennessee’s opera- 
tions whereas the elements justifying a demand-commodity type of 
allocation are absent. 

Accordingly, we reaffirm our findings and conclusion that under the 
facts of this case the commodity or volumetric basis is a fair, equitable 
und reasonable method for the allocation of costs between the juris- 
dictional sales of natural gas for resale and the nonjurisdictional 
clirect sales. 

Alabama-Tennessee also avers that the Commission erred in assign- 
ing to the cost of doing nonjurisdictional business part of the distri- 
bution, customers’ accounting and collecting and sales promotion 
costs. Alabama-Tennessee says that the amounts it assigned were 
“determined directly from its accounts * * * [and] were incurred 
entirely in connection with the jurisdictional sales.” 

This claim is misleading. Actuaily, Alabama-Tennessee estimates 
expenses in a total amount for the foregoing services and, primarily 
on the basis of a time study related to past experience, allocated such 
estimated costs for the test year. For example, in the case of cus- 
tomers’ accounting and collecting the total amount of $11,310 was 
allocated on a 50-50 basis, that is, $5,655 to jurisdictional sales and 
$5,655 to nonjurisdictional sales. Thus, the question involved is not 
one of failure to charge directly incurred costs to a specific, separate 
function, but rather a difference of view as to the method that should 
be employed in allocating total costs relating to jurisdictional and 
nonjurisdictional business. For all of the reasons outlined in opinion 
11 F. P. C., we find that Alabama-Tennessee’s assignment of error in 
this regard is without merit. 

Alabama-Tennessee next contends that the Commission erroneously 
ellocated regulatory commission expensee in the amount of $20,705 
between jurisdictional and nonjurisdictional business, contending that 
such expense is applicable only to the jurisdictional business. The 
amount of $20,705 consists of $5,000 of rate case expense arising from 
this proceeding, and $15,705 representing, in the words of its witness, 
the “usual regulatory Commission expense.” We do not see how it 
can possibly be contended that the $15,705 is attributable and is as- 
signable only to the jurisdictional business and, for the reasons out- 
lined in opinion 11 F. P. C., we reject Alabama-Tennessee’s conten- 

‘Cost Accountants Handbook (1944), p. 425, Ronald Press Co., New York. See also 
Contemporary Accounting, American Institute of Accountants (1945), chapter 17, p. 3; 


Cost Accounting, Dohr, Ingram and Love (1935), pp. 59-61; and Cost Accounting, W. B. 
Lawrence (1937), p. 18. 
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tion. Nor do we see why the rate case expenses are allocable solely 
to the jurisdictional business. But even if we assume, for the sake 
of argument, that there is some merit to Alabama-Tennessee’s conten- 
tion insofar as it relates to the rate case expenses, it is clear that even 
if the rate case expenses were assigned in toto to the jurisdictional 
business, it has no material effect on the end result in this case. 

Alabama-Tennessee further asserts that the Commission’s volu- 
metric allocation of cost of purchased gas disregards the fact that it 
purchases gas from Tennessee Gas Transmission Corporation on a 
demand-commodity rate under which “the demand charges assessed 
by Tennessee to Alabama-Tennessee” are increased as the demands of 
its resale customers increase. 

While it is true that Tennessee’s rate has demand and commodity 
rate components, it is also true that under the developmental operating 
conditions of such rate schedule, the unit charge cannot be greater than 
19.11 cents M. c. f. nor less than 16.76 cents per M. c. f. regardless of 
the demands or load factors of Alabama-Tennessee’s customers. In 
effect, under such circumstances it is a block commodity rate. The 
maximum limit of this rate is in striking contrast to 25 cents per 
M. c. f. cost of purchased gas which Alabama-Tennessee computed as 
appropriate for allocation to resale customers under its method of 
allocation. 

The volumetric allocation results in the allocation of purchased gas 
cost of 18.9 cents per M. ec. f. to jurisdictional business, representing 
the average cost of all gas purchased during the test period. Because 


of the nature of the rate and since the gas is purchased as a single 
package for jurisdictional and nonjurisdictional sales, the allocation 
of an average cost is entirely proper. These justifications for alloca- 
tion of purchased gas cost on a volumetric basis are, of course, in addi- 


tion to what we have previously said concerning the insignificance of 
demands on Alabama-Tennessee’s system. 

In connection with the allocation of purchased gas costs, Alabama- 
Tennessee also complains that the “Commission erroneously con- 
cluded * * * that the system’s load factor exceeds 70 percent as ‘the 
result of all of the sales of gas on the system.’” This, Alabama-Ten- 
nessee says, is directly contrary to the evidence which shows that the 
system load factor is attributable to the nonjurisdictional sales since 
such sales have an annual load factor during the test year of 89 per- 
cent, whereas the annual load factor of the jurisdictional sales is only 
39 percent. Actually, the Commission stated, “the fact that the 

2The alleged annual load factor of 39 percent is erroneous. It is not in fact a true 
annual load factor. It is the relationship of the loads to billing demands not solely for 
resale customers as a group but is the sum of their individual billing demands, which 
ignores one of the basic considerations in determining system load factors—namely, 
diversity of demands. In some instances, the billing demand of individual customers will 


exceed the actual demands which causes a further distortion in the alleged annual load 
factor. 
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monthly use of the billing demand on the system exceeds 70 percent is 
the result of all the sales of gas on the system.” Since the evidence 
shows that purchased gas costs are computed on the basis of monthly 
data, such data, not the annual data referred to by Alabama-Tennes- 
see, are the significant data, and these show that the resale sales do 
contribute to the maintenance of a monthly use of a purchasing bill- 
ing demand in excess of 70 percent. 

Alabama-Tennessee also complains of the working capital allow- 
ance. In our determination of the allowance for working capital we 
took into consideration the fact that Alabama-Tennessee collects sums 
from customers to cover tax obligations long before the taxes are pay 
able. We pointed out that while management was free to invest in 
securities any of its funds received through rates, management policy 
in this respect could not be recognized as determinative of the reason- 
ableness of the allowance for cash working capital. 

In its application for rehearing Alabama-Tennessee contends its 
freedom to invest monies paid by customers to cover income tax ex- 
pense long in advance of the due date is limited to investment in short- 
term United States Government securities and that the use as working 
capital of cash thus made available by customers would constitute 
“an imprudent and dishonest practice.” 

The record shows that at all times throughout the year, Alabama- 
Tennessee will have collected amounts to pay taxes which exceed the 
amount of taxes then due. The record shows that in 1952, on the 
average, 90 percent of the tax accruals so collected will be available 
for current corporate purposes. In 1955, when the income tax pay- 
ments will be fully accelerated, the record shows Alabama-Tennessee 
will have 50 percent of its advance collections for taxes available 
for general corporate purposes, and 75 percent on the average for the 
year. 

It is now too well established that tax accrual funds are available 
for capital purposes and that such availability should be considered in 
computing the working capital allowance to merit extensive discus- 
sion. See cases cited in Jn the Matter of Transcontinental Gas Pipe 
Line Corp., opinion 11 F. P. C. 94,101 (1952). There is no basis what- 
ever for Alabama-Tennessee’s assertion that the use of such funds 
for working capital purposes is “an imprudent and dishonest prac- 
tice.” In the light of the precedents, it is difficult to ascribe responsi- 
bility for that reckless allegation to Alabama-Tennessee for it re- 
flects either a lack of utility operating experience or prudence in 
management. 

To reiterate, Alabama-Tennessee may use such funds for the pur- 
pose of obtaining investment revenue rather than for corporate 
purposes, but its election to conduct its busines in this manner cannot 
be the occasion for increasing consumer rates. : 
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Alabama-Tennessee additionally complains that the Commission, 
without authority in law, rejected a schedule of rates which the com- 
pany filed on January 14, 1952, proposing to make effective on Febru- 
ary 13, 1952, an increase in the interim rate from a $3.00 demand 
charge and a 1614 cents commodity charge to a demand charge of 
$2.75 and a commodity charge of 2414 cents. Alabama-Tennessee 
states that the new schedule of rates and charges was properly filed 
under section 4 (d) of the Natural Gas Act and that the Commission, 
by reason of section 4 (e) of the act, only had authority to suspend 
the proposed rate for a period of five months and to enter upon a 
hearing to determine whether the increase was justified. 

In all this, however, Alabama-Tennessee assumes that there was 
on file with the Commission a rate which was subject to change upon 
the filing of a new schedule of rates and charges pursuant to section 
4 (d) of the act; whereas the fact is that the only rate which Alabama- 
‘Tennessee then had was an interim rate pursuant to which the Com- 
mission had permitted Alabama-Tennessee to operate pending 
determination of a satisfactory initial tariff. 

In rejecting the proposed change in rates, we noted that there was 


then in progress a hearing for the purpose of determining a satis- 


factory rate and that in such proceeding Alabama-Tennessee had full 
opportunity to present evidence as to any rate it deemed just and 
reasonable, including the rates and charges involved in the rejected 
rate schedule. The fact is that Alabama-Tennessee at the hearing 
availed itself of that opportunity and as the record shows and as we 
have found, it did not justify either the interim rate or the proposed 
increased rate. 

We do not understand how it can be said by Alabama-Tennessee 
that it has been deprived of due process of law in respect of the filing 
which it purported to make on January 14, 1952. As just pointed 
out, it has had a hearing with respect to that proposal. Further, if 
Alabama-Tennessee had properly invoked section 4 (d) of the 
Natural Gas Act, we would have suspended the proposal which at that 
time was not shown to be justified and a hearing was in progress to 
determine what would be a just and reasonable rate. Suspension 
would have deferred its use, in accordance with section 4 (e) of the 
Natural Gas Act, to July 14, 1952. Since our decision was actually 
issued on May 1, 1952, long before the suspension period would have 
expired, in which we found that neither the interim rate nor the 
proposed increase was justified, it is obvious that Alabama-Tennessee 
has suffered no injury. Cr., Hope Natural Gas Co. We Fe deral Power 
Commission, 196 F. 2d 803 (1952). 

Even if it were to be assumed that the interim rate was subject to 
change on the initiative of Alabama-Tennessee, pursuant to the pro- 
visions of section 4 (d) of the act, and that by reason of an allegedly 
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unauthorized rejection of the proposed increase tendered for filing 
January 14, 1952, it became effective on February 13, 1952, as pro- 
posed by Alabama-Tennessee (But see, Hope Natural Gas Co. v. 
Federal Power Commission, supra) that rate was effectively super- 
seded on April 30, 1952, by the rates we found just, reasonable and 
satisfactory in our opinion and order 11 F. P. C. 75, pursuant to our 
authority under the act, particularly sections 5 and 7 thereof, which 
rates Alabama-Tennessee was to file on or before May 15, 1952. See 
paragraph (B) of the order issued May 1, 1968. 11 F. P. C. 75, 91. 
This means that any claim of injury by Alabama-Tennessee must be 
limited to the difference between the revenues Alabama-Tennessee 
would have received from February 13, 1952, to April 30, 1952, under 
the proposed rates, assuming no suspension thereof, and the interim 
rates. On the basis of the evidence this appears to be about $16,952. 
The complete answer, however, is that the evidence shows, as we have 
found, that the proposed rates were excessive and we do not see how 
a claim of confiscation may be predicated upon a claimed right to 
receive unjust enrichment for this period. Moreover, a claim of 
confiscation based upon a 3-month period is hardly well founded. 
The fairness of a return is determined by reference to a representa- 
tive test period which is usually a 12-month period. Finally, in this 
connection it may not be overlooked that under the interim rates 
Alabama-Tennessee collected revenues in excess of a fair return for 
the 12-month period ending October 31, 1951, amounting to $45,966 
and for the period January 1 to April 30, 1952, inclusive, of $47,400.4 
Hope Natural Gas Co. v. Federal Power Commission, supra. To these 
unreasonable exactions Alabama-Tennessee would add the $16,952. 

Thus, whatever view is taken of Alabama-Tennessee’s objections, of 
the Commission’s authority, and of the procedure followed in this case, 
the one inescapable conclusion is that Alabama-Tennessee has not been 
deprived of any property without due process of law. 

Included in Alabama-Tennessee’s application for rehearing is a 
prayer for stay of the Commission’s opinion and order 11 F. P. C. 75. 
Alabama-Tennessee alleges that the stay is necessary to “prevent ir- 
reparable injury to Alabama-Tennessee.” There is, however, no 
showing whatever how Alabama-Tennessee will suffer irreparable in- 
jury if the Commission’s opinion and order are not stayed. We find, 
therefore, that no good cause has been shown for the grant of a stay. 

For the test period the difference between the rates Alabama-Tennessee proposed to put 
in effect on February 13, 1952, and the interim rate is $81,371, according to the data 
submitted in evidence by the company. These data, however, do not show the monthly 
differences. On the assumption that the increase would be uniformly distributed over the 
year for the period of approximately 21%4 months, the difference is about $16,952. Even 
if it be assumed that the difference in revenues during the 24%-month period under con- 
sideration was greater than the average, it is estimated that the $16,952 would be approxi- 
mately $25,000 but, in no event, as much as 50 percent of the total excessive revenues 
received from the commencement of resale deliveries by Alabama-Tennessee through October 
31, 1951, and from January 1, 1952, through April 30, 1952. 


*Computed on the basis of same assumption as was made with respect to thé $16,952. 
See p. 121, footnote 3, supra. 
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One final objection should be noted and that is Alabama-Tennessee’s 
objections to the omission of the intermediate decision procedure. As 
Alabama-Tennessee well knows, it was permitted to operate under 
interim rates which were not just and reasonable to enable it to operate 
pending the submission of a satisfactory tariff in compliance with the 
conditions of its certificate and that several extensions of the interim 
rate were granted when the company persisted in its refusal to file a 
satisfactory tariff. Thus, pending determination of just and reason- 
able rates, consumers have paid excessive rates without recourse. That 
they were entitled to the earliest possible termination of this situation 
cannot be gainsaid. Our determination in this case of the unreason- 
ableness of the interim rate serves to emphasize the necessity for 
prompt action. The Commission’s docket and other public records 
disclose the number and magnitude of formal proceedings which were 
pending before the Commission at the time the Commission issued its 
order in this case omitting the intermediate decision procedure and the 
increasing number and magnitude of formal proceedings that have 
since been initiated. The situation was such that due and timely 
execution of the Commission’s functions imperatively and unavoid- 
ably required omission of the intermediate decision procedure. The 
state of the Commission’s workload and its bearing on this case was 
implicit in our decision to omit the intermediate decision procedure. 
If not made explicit then, we make it explicit now. It was for this. 
and other reasons referred to in our order 11 F. P. C. 75, that we 
omitted the intermediate decision procedure in this case. 

Upon consideration of the application for rehearing and stay, filed 
May 12, 1952, by Alabama-Tennessee Natural Gas Co., and the record 
in this proceeding; 

The Commission further finds: 

The assignments of error raised by Alabama-Tennessee in its ap- 
plication for rehearing do not raise any questions of fact or of law 
which warrant further hearing, modification or revocation of the 
Commission’s opinion and order 11 F. P. C. 75, issued May 1, 1952. 

The Commission orders: 

The application for rehearing and stay of opinion 11 F. P. C. 75 
and order issued May 1, 1952, be and the same are hereby denied. 
Commissioner Draper not participating for the reason that he did 
not participate in the adoption of opinion 11 F. P. C. 75. 
Commissioner Dory not participating. 

Adopted: June 10,1952. Issued: June 11, 1952. 

Smirn, Commissioner, concurring : 
For the reasons stated in my separate opinion [11 F. P. C. 75, 91] in 
this proceeding, I concur in the result herein. 

Issued: June 11, 1952. 
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Ix tHE Marrers oF 
NORTHERN NATURAL GAS COMPANY 


Proceeding to Determine and Prescribe Just and Reasonable Rates 
for Sales of Natural Gas 


Docket Nos. G—-1382, G—1533, G—1607 
(Adopted June 10, 1952; Issued June 11, 1952)* 
Syllabus 


1. Commission may suspend rate schedules which relate to commodity charge 
for direct industrial and non-resale gas when gas utility operates under 
two-part rate and such schedules are inseparable from schedule reflecting 
demand charge for jurisdictional resales. P. 128. 

2. Northern’s rate schedules IND-1 and IND-2 are found to be subject to Com- 
mission’s suspension power in accordance with section 4 (e) of Natural 
Gas Act, since these schedules are not independent of the CD-1 rate 
schedule which is subject to Commission jurisdiction. P. 127. 


3. In computing Northern’s cost of service, Commission finds that actual cost 
is all that can be allowed and rejects Northern’s contention that value of 
Scents per M. c. f. prescribed by Kansas Commission should be attributed 
to gas produced from Hugoton field. P. 129. 

+. For purpose of determining and fixing just and reasonable rates to be effec 
tive after June 1, 1952, Commission adopts 12-month test period of 
December 1, 1950, to November 30, 1951, inclusive, which is first year of 
operation of Northern's system at 600 million cubic feet capacity. DP. 129. 

5. Commission’s settled policy and practice is to test rates for future on basis 
of actual operating experience for a representative period of time and to 
adjust that experience for known changes which have occurred or will 
occur, and not to adjust rates on basis of forecasts which are inherently 
uncertain and speculative. BP. 129. 

6. Commission finds that the best estimate of total sales for test period is 
193,690,070 M. ¢. f. which is based upon 5 months’ actual and 7 months’ 
estimated figures. VD. 130. 

7. Allowing the actual interest rate on borrowed funds and rate of 6 percent 
on equity funds, Commission finds that allowance for interest during con- 
struction is $347,799. P. 131. 

8. Commission reduces working capital allowance by $2,120,970 which is T5 

percent of the income tax allowed for test year, and is provided by cus- 

tomers to meet Northern's income tax liability in advance, P. 131. 


*Designated Commission opinion No, 228. 


(See supplemental opinion No. 228—A, infra, 
p. 375.) 


{Note :] This opinion was affirmed as modified, 206 F. 2d 690 (C. C. A. 8, 1953), cert. 
denied per curiam, 346 U. S. 922 (1954). 
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9. Commission finds that a 514 percent rate of return is. fair and reasonable. 
P. 134. 
10. For reasons peculiar to this case, Commission allows amount of $476,000 
to be included as exploration and development cost in the cost of service. 
P. 135. 
11. Northern's proposal that allowance for its federal income tax liability should 
be based upon a computation other than the practice it follows in computing 
its tax returns is rejected. VP. 135. 
2. Commission finds that treatment of production costs as commodity costs 
and their assignment to customers in proportion to annual sales to such 
customers is proper. P. 137. 
13. Transmission compressor station labor should be treated as a constant cost 
and assigned 50 percent to demand and 50 percent to commodity, and 
supplies and expenses should be assigned 100 percent to commodity. 
P. 137. 
14. Commission finds that allocation of depreciation expense 50 percent to volume 
and 50 percent to demand is proper. VP. 139. 
15. Since Northern operates at near capacity throughout the year, Commission 
finds proposed change from 80 percent minimum billing demand to 100 
percent billing demand during summer months is unreasonable and unduly 
discriminatory. P. 143. 
16. Commission orders deletion of provision in tariff that no reduction in billing 
demand shall be made during period when Northern's deliveries are im- 
paired by force majeure causes. VP. 144. 
17. Northern’s tariff is modified to reduce range within which the heat content 
of its gas can vary without a price adjustment by Northern. P. 145. 
18. Rate schedule R-1 proposed by Commission staff is prescribed for sales of 
gas above contract demand volumes on an interruptible basis, as this rate 
schedule appears to represent reasonable demand and commodity costs 
associated with such service. TP. 145. 
19. Commission prescribes a demand charge of $1.30 per M. c. f. of billing demand 
and a commodity charge of 15 cents per M. c. f. for Northern's CD-1 rate 
schedule. P. 146. 
20. Since a rate schedule should contain the entire charge for gas sold and 
delivered, Northern’s rate schedules G-1, IND-1, and IND-2 are combined 
in the CD-1 schedule. VP. 146. 

. Northern’s proposed increased rates for sales in Hugoton gas field area 
allowed to take effect. P. 147. 

22. Commission reserves determination of disposition of revenues collected under 
bond, because it considers record inadequate. TP. 147. 


Bucuanan, Chairman, and Smrru, Commissioner, concurring ; 
Wrimperty, Commissioner, dissenting. 

Richard J. Connor, Christopher T. Boland, Lawrence I. Shaw, and 
F.. Vinson Roach for Northern Natural Gas Co. 

Alwin A. Kurtz and Eugene Threadgill for the staff of the Federal 
Power Commission. 


By THE CoMMISSION : 
OPINION 


This is a rate case which arises as a result of the proposals of 
Northern Natural Gas Co. (Northern) to increase its rates. The 
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‘ommission is here concerned with the determination and prescrip- 
ion for the future of just and reasonable rates for sales of natural 
as for resale in interstate commmerce and the disposition of funds 
ollected under bond during the period that Northern’s proposed in- 
reased rates have been contingently effective pursuant to the pro- 
isions of section 4 (e) of the Natural Gas Act. 

On January 18, 1952, the presiding examiner filed his intermediate 
lecision in these proceedings. ‘Thereafter, exceptions to this decision 
vere filed by Northern Natural Gas Co., Central Electric & Gas Co., 
‘ouncil Bluffs Co. (Council Bluffs), Western States Utilities Co., 
interstate Power Co., Perry Gas Co., State Corporation Commission 
yf Kansas, and the staff of the Federal Power Commission. On 
March 19 and 20, 1952, the Commission heard oral argument by all 
arties filing exceptions except the Kansas Corporation Commission, 
ind by Metropolitan Utilities District of Omaha, Northern States 
Power Co., lowa-Illinois Gas & Electric Co., Kansas City Power & 
Light Co., Minnesota Valley Natural Gas Co., City of Lincoln, Nebr., 
City of Minneapolis, Minn., City of St. Paul, Minn., Iowa Public 
Service Co., State of Minnesota, Iowa Power & Light Co. and Min- 
neapolis Gas Co. 

The Commission has considered the arguments of all parties to 
this proceeding, the exceptions, briefs, the intermediate decision, and 
the entire record in this case. Because of the complexities of the 
issues discussed in the intermediate decision, and the volume of ex- 
ceptions thereto,’ we shall not adopt the examiner’s decision as the 
decision of this Commission, nor discuss specifically each exception. 
The findings and conclusions hereinafter reached are based, however, 
upon a full consideration of the entire record, including requested 
findings, the intermediate decision and each of the exceptions thereto, 
and are dispositive of each and every one of the requested findings 
and exceptions. 

Northern sought to increase its rates by filing a proposed tariff on 
March 27, 1950? (hereinafter referred to as the first increase) in 
docket No. G-1382. On April 26, 1950, the Commission suspended 
the proposed increase in rates. On September 27, 1950, the first in- 
crease in Northern's rates became effective under bond. 

On October 27, 1950, Northern filed a further rate increase * (here- 
inafter referred to as the second increase) in docket No. G-1533, 
based on the anticipation by Northern that an increase in the capac- 
ity of its main transmission line from 470 million cubic feet to 600 
million cubic feet. per day would soon be available to its customers. 


LE. g., Northern filed 66 specific exceptions ; the staff, 18 exceptions. 

2 First revised sheets Nos. 1, 2. 5 through 35, inclusive, and 39, and original sheets Nos. 
2-A, 35—A, and 35-—B. 

* Second revised sheets Nos. 5, 12, 13, and 14. - 


304039—57——-11 
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This proposed increase in rates was suspended by the Commission on 
November 10, 1950. On April 27, 1951, the second increase in rates 
went into effect under bond. 

On January 11, 1951, Northern filed certain changes in its tariff 
provisions* which were allowed to go into effect subject to an in- 
vestigation, docketed as No. G-1607, and consolidated with the rate 
increase proceedings. 

The issues presented for our determination fall primarily into two 
categories: (1) the problem of the determination of just, reasonable, 
and not unduly discriminatory or preferential rates to be charged by 
Northern from the effective date of this decision for main-line sales 
under the filing in docket No. G-1533, and Hugoton area sales under 
the filing in docket No. G—1382, with applicable tariff provisions as 
proposed in all three of the above docketed proceedings, and (2) the 
problem of the disposition of funds collected under bond, subject 
to refund under section 4 (e) of the act, for the period from Sep- 
tember 27, 1950, until April 27, 1951, in docket No. G-1382 and for 
the period from April 27, 1951, until the effective date of the rates 
prescribed for the future by this opinion and order. 


JURISDICTION 


Northern is engaged in operations in Texas, Oklahoma, Kansas, 
Nebraska, Iowa, Minnesota, and South Dakota, owning and operat- 
ing an integrated natural gas pipeline system composed of main, 
gathering and lateral pipelines. Its status as a “natural-gas com- 
pany”, as that term is defined in the Natural Gas Act, by reason of 
the transportation and sale of natural gas for resale in interstate 
commerce is not questioned by Northern and is not open to question. 
Northern’s only jurisdictional contentions relate to Northern’s rate 
schedules designated IND-1 and IND-2. 

Northern contends that rate schedule IND-1, applicable by its terms 
only “to all natural gas delivered by Northern to the gas utility for 
resale in such community for large-volume industrial use only”, was 
not subject to suspension by reason of the proviso of section 4 (e) 
of the act. That proviso reads as follows: 

“Provided, That the Commission shall not have authority to suspend the rate, 
charge, classification, or service for the sale of natural gas for resale for indus- 
trial use only.” (Emphasis supplied.) 

As to rate schedule IND-2, applicable by its terms only to natural 
gas deliveries by Northern to the gas utility for its own use, Northern 
contends that schedule was not subject to suspension since the Com- 
mission’s jurisdiction does not extend to sales of natural gas to a pur- 
chaser for its own use, but only to sales for resale. 





*Second revised sheets Nos. 6, 7, 27, 28, 29, 30, 31, 32, 33, 34, 35, and first revised sheet 
No. 35—A to its F. P. C. tariff, first revised volume No. 2. 
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The record, however, does not bear out Northern’s contentions. The 
IND-1 and IND-2 schedules are not of themselves complete rate 
schedules but are dependent on the CD-1 rate schedule, which Northern 
joes not deny was subject to suspension and is subject to our jurisdic- 
ion. Additionally, the record conclusively establishes, and we find, 
that Northern makes no sales of gas to utility customers for industria] 
use only or for such purchaser’s own use; that the gas to which the 
IND-1 and IND-2 schedules are intended to apply is actually sold 
under rate schedule CD-1 which is applicable to sales for resale for 
residential, commercial, and small industrial users. For these reasons, 
we find that the IND-1 and IND-2 schedules were subject to our 
suspension power in accordance with section 4 (e) of the Natural Gas 
Act and within the purview of the suspension authority therein con- 
ferred upon us and were suspended by our order issued April 26, 1950. 

Northern’s obligation to sell gas to purchasing utilities is contained 
in its CD-1 rate schedule. The volume of gas it is obligated to deliver 
and the volume of gas the purchaser is obligated to take and pay for 
under the CD-1 schedule is limited to the contract demand as set 
forth in the executed service agreement. The contract demand is the 
amount estimated by the purchasing utilities as required to meet firm 
requirements of their domestic or residential, commercial, and small 
industrial users on peak day. This gas when delivered by Northern 
is available for all these uses and at no time is gas delivered by North- 
ern for or with the understanding that it is for industrial use only or 
for the purchaser’s own use. No part of the gas is “earmarked” for 
any particular customer or use. Indeed, it is not disputed, that if any 
part of the gas delivered by Northern is sold by the purchaser to a 
large industrial user (a sale purportedly covered by IND-1) or is 
used by the purchaser (a sale purportedly covered by IND-2), the 
volumes so used are included as part of the volumes delivered in sat- 
isfaction of Northern’s contract demand obligation under the CD-1 
schedule. This is, of course, consistent with the fact that the gas 
is sold for resale to domestic, commercial, and small industrial users 
and is not sold either for industrial use only or solely for the pur- 
chaser’s own use. 

In the face of these facts we do not think Northern’s contentions 
as to IND-1 and IND-2 may be sustained. But, additionally, there 
is actually no rate for the services purportedly made available by the 
IND-1 and IND-2 rate schedules. Northern’s rates are two-part 
rates, consisting of a demand charge and a commodity charge. Ad- 
mittedly, the IND-1 and IND-2 schedules contain only the commodity 
charge and reference must be had to the CD-1 schedule for the demand 
charge. Without reference to the CD-1 schedule the charge for the 
services purportedly available under IND-1 and IND-2 cannot be 
computed. The CD-1 schedule is an inseparable part of the IND-1 





128 FEDERAL POWER COMMISSION 


and IND-2 schedules. The significance of this lies in the fact that 
the CD-1 schedule relates to sales for resale for domestic, commercial, 
and industrial uses and the demand charge is associated with such 
services. In short, the IND-1 and IND-2 rate schedules are not only 
incomplete rate schedules but actually there is neither a complete rate 
nor complete rate schedule for services claimed to be nonsuspendible 


and nonjurisdictional.® 

The inseparable nature of the CD-1 and IND-1 and IND-2 sched- 
ules would bring about an absurd result if Northern’s contentions were 
sustained. One part of the rate, the demand charge, would be subject 
to suspension, whereas another part of the rate, the commodity charge, 
would not be subject to suspension or even subject to our jurisdic- 
tion. This absurd result, we think, shows that Northern’s claims are 
untenable. 


THE KANSAS COMMISSION “ATTRIBUTIK YN” ORDER 


Northern produces natural gas in the Hugoton field, located in the 
State of Kansas. The gas produced in that field constitutes one of 
Northern’s sources of supply for its sales in interstate commerce of 
natural gas for resale. Respecting the production of natural gas In 
the Hugoton field, the Corporation Commission of the State of Kansas 
entered an order on February 21, 1951,° as subsequently modified on 
March 8, 1951, requiring : 

* * * all persons, firms or corporations which have taken gas or caused gas to 
be taken from the Kansas Hugoton field since March 1, 1949, or which are taking 
or causing gas to be taken from said field, shall, from and after March 1, 1949, 
attribute to all gas taken (except gas for the operation of leases), for all pur- 
poses, including the payment to producers, landowners, leaseowners and royalty 
owners, the fair and reasonable minimum value of not less than eight (8) cents 
per thousand feet at the wellhead until the further order of the Commission 
in the investigation instituted in docket No. G-164. 


Based solely on these provisions of the Kansas Commission’s order, 
Northern contends that it is required to include the gas which it pro- 
duces from the Hugoton field at an “attributed” value of 8 cents per 
M. c. f. in computing its costs of service and that by reason of the 
requirement placed upon it by the order, we are legally bound in 
fixing just and reasonable rates to disregard the actual cost of such 
gas and to substitute 8 cents per M. c. f. for whatever the actual cost. 


5 Contrary to Northern's contention as the facts of this case reveal we do not have here 
the situation presented in Colorado-Interstate Gas Co. v. Federal Power Commission, 185 
Fed. 2d 357. There the question was simply whether a rate schedule could be filed if stated 
in the terms of the statute that it was applicable only to sales for resale of natural gas. 

6 The order of February 21, 1951, was preceded by an interim order of February 18, 1949. 
This order was sustained by the Supreme Court of Kansas in Kansas-Nebraska Natural Gas 
Co. v. State Corporation Commission, 222 P. 2d 704, rehearing denied, 225 P. 2d 1054. This 
order and the order of February 21, 1951, are substantially the same with the exception 
that the latter order required that the “value” be attributed to gas taken from the field 
“for all purposes.” 
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The effect of Northern’s contention would be to add a fictitious 
$1,914,574 to Northern’s actual cost of service. 

Northern does not, and of course could not, claim that the $1,914,574 
will be incurred by it or that it represents cost. Nor does Northern 
contend, that disallowance of the claimed value would be contiscatory. 
Neither does Northern contend, nor has it attempted to show, that 
sound economic reasons exist for a departure from an actual cost of 
service basis for fixing just and reasonable rates. Its contention, 
stated baldly, is simply that: The Kansas Commission has ordered 
this and we are legally bound to obey. 

On the facts of this case and after consideration of Northern’s 
contentions, we find that the actual cost of the gas to Northern is all 
that can be allowed. 


THE TEST PERIOD 


For the purpose of determining and fixing just and reasonable rates 
to be effective from and after June 1, 1952, we adopt the 12-month 
test period used by Northern and the staff of December 1, 1950, to 
November 30, 1951, inclusive, which is the first year of operation of 
Northern's system at 600 million cubic feet capacity.” We do so, how- 
ever, recognizing that the test period reflects actual experience for 
only 5 months. This stems from the fact that the hearings were held 
during the test period and concluded before actual data were avail- 
able for the full 12 months. 

Our settled policy and practice, and we believe the only proper 
policy and practice, is to test rates for the future on the basis of actual 
operating experience of a representative period of time and to adjust 
that experience for known changes which have occurred or will occur. 
We have consistently refused to adjust rates on the basis of forecasts 
which are inherently uncertain and speculative. 

One matter with respect to the test year must be noted, however. 
Northern contends that the proper sales figure is 191,755,613 M. c. f. 
To arrive at this figure, Northern used the actual sales for the months 
December 1950, through March 1951, and estimated figures for the 
months of April through November 1951, at a time when actual sales 
for the month of April 1951, were available. Northern contends, and 
presented some evidence to show, that the month of April 1951, was 
colder than the usual April, and on this basis argues that estimated 
April sales are more nearly accurate for rate-making purposes than 
actual sales for that month. Expert extrapolations are no substitute 
for operations experienced except where such experience is manifestly 
and definitely unrepresentative of the future. In the instant case 

7 While the 12-month period appearing on the staff's exhibits is November 1, 1950, to 


October 31, 1951, the volume and revenue data used by the staff are the same as those used 
by Northern. - 
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there is in the record no evidence that the entire period December 
through April, for which actual data were available, was one of un- 
usual temperatures. Moreover, a comparison of Northern’s estimates 
with actual sales shows a consistent tendency on Northern’s part to 
underestimate its sales. Furthermore, there is testimony to the effect 
that there is a continuing, increasing demand by Northern’s customers 
for gas. It appears that the demand for gas on Northern’s system 
exceeded the amount which Northern could make available during the 
month in question, and consequently, that the unusual temperature 
during that month served, in part at least, merely to shift the use of 
gas from interruptible to firm sales. Under these circumstances, we 
are convinced that the staff’s adherence to actual figures was proper, 
and we find that the best estimate of total sales for the test period is 
193,690,070 M. c. f., as used in exhibit Nos. 123 and 126, which is based 
upon 5 months’ actual and 7 months’ estimated figures. 


RATE BASE 


We shall discuss only two items under this subject—interest during 
construction and working capital. As to the first, Northern’s claim 
for interest during construction in an amount of $579,010 is brought 
in issue by the staff. As to the second, there is no dispute between 
Northern and the staff, but we bring into question the inclusion in 
working capital of federal income tax accruals. 

Interest during construction—Paragraph 5 (17), gas plant ac- 
counts—instructions of our Uniform System of Accounts Prescribed 
for Natural-Gas Companies sets forth our policy with respect to 
interest during construction as follows (p. 44) : 

Interest during construction includes a net cost of borrowed funds used for con- 

struction purposes and a reasonable rate upon the utility’s own funds when so 
used. 
In accordance therewith, we have generally allowed the actual cost of 
borrowed funds and a 6 percent rate of interest on corporate funds 
used for construction purposes. It has been our practice to refuse to 
allow the capitalization of interest during construction at rates which 
would result in a high profit during construction for the allowance is 
not for the purpose of providing the company with a fair rate of 
return before operations begin. It should be noted that the quoted 
instruction relates to “interest.” We believe that 6 percent is the 
maximum rate that can be claimed in these times. 

During the year 1950, the major part of the construction funds was 
provided by the issuance of $40,000,000 of 254 percent serial deben- 
tures at an effective interest rate of 2.66 percent and by 2 percent short- 
term bank loans of $13,000,000. $9,591,750 was also raised by the 
issuance of 304,000 shares of $10 par value common stock. These 
equity funds, the record shows, were used only during the first three 
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nd last three months of 1950, and from March 1950, to October 1950, 
he borrowed funds were used. 

Notwithstanding the facts respecting the use of the funds for con- 
truction purposes, Northern has applied an overall rate of 6 percent 
vhich, when broken down by classes of funds, provides a rate of 10 
ercent on the equity funds. Obviously 10 percent is an unreasonable 
ate of interest. 

Allowing the actual interest rate on borrowed funds and a rate of 
} percent on equity funds, we find that the allowance for interest 
luring construction is $347,799, computed as follows: 


1950 Interest on bor- Interest on 
, rowed funds equity funds 
unuary -_- $5, 190 
ebruary -_- 15, 845 
farch ‘ $901 11, 944 
pril 8, 835 
lay 16, 100 
f 19, 904 
so } 13, 435 
ily 72,306 - 
ugust 63, 384 
eptember 56, 886 
ictober- 31, 298 5, 762 
lovember 19, 581 
lecember 6, 428 
283, 049 64, 750 
64, 750 
Total 347, 799 


Working Capital—Northern and the staff are agreed on a working 
apital allowance of $3,125,410, consisting of materials and supplies 
n the amount of $2,048,476 and a cash allowance of $1,076,934, repre- 
enting one-eighth or 45 days of the total annual expenses which require 
vorking capital. There was not deducted from gross working capital 
‘equirements the amount of $2,120,973 provided by customers to meet 
Northern’s Federal income tax liability long in advance of the time 
vhen the liability must be met. This amount, provided months in 
ulvance of the time the tax is paid, is available to Northern for work- 
ng capital purposes. For the reasons outlined in our opinions /n 
‘he Matter of Alabama-T ennessee Natural Gas Co., docket No. G-585, 
1 F.P.C. 75, 80, and Transcontinental Gas Pipe Line Corp., docket 
No, G—1842, 11 F. P. C. 94, 101, which are of equal applicability in this 
‘ase, we shall reduce the working capital allowance by $2,120,975, 
which is 75 percent of the income tax ($2,827,964) which we allow for 
the test year.6 After making this reduction, the allowable working 
capital would be $1,004,437. 

We realize the issue is not specifically raised at the hearings but 
ull the necessary facts to compute the adjustment are in the record 
und the principle that such an adjustment is proper is not open to 


*This 75 percent gives consideration to the installment basis of paying Federal income 
faxes for the years 1951-55 (See 11 F. P. C. 75, 81). 





132 FEDERAL POWER COMMISSION 


debate. (See, e. g., City of Pittsburgh v. Pennsylvania Public Utility 
Commission, 88 A. 2d 59 (1952). 

We, therefore, find the rate base upon which Northern is entitled 
to earn a fair return from the effective date of the rates prescribed 
herein, June 1, 1952, is $129,945,031, computed as follows: 


Average gas plant in service for year ended 11/30/51 S161, 549, 169 
Average undeveloped leaseholds, for year ended 


11/30/51 44, 765 


162, 093, 934 
Average reserves for depreciation and depletion : 
$30, 883, 157 


35, 167, 790 


Balance per books beginning of period 
Estimated balance end of period 


Average 33, 025, 473 


Average net investment in utility plant- 129, 068, 461 


Less: Contributions in aid of construction 127, 867 


128, 940, 594 
1, 004, 437 


Balance ‘se 
Working capital__- 


Average net investment rate base 129, 945, 031 


RATE OF RETURN 


Northern contends that a fair rate of return in this case is not less 
than 6 percent, whereas the staff contends that a fair rate of return 
is not in excess of 514 percent. We have examined all of the available 
evidence of record on this subject and are convinced and find that a 
514 percent rate of return will produce a fair and reasonable “end 
result.” Federal Power Commission v. Hope Natural Gas Co., 320 
U. S. 591, 601, 603; Bluefield Water Works & Improve ment Co. V. 
P.S. C., 262 U.S. 679, 692-693; United Railways v. West, 280 U.S. 
254, 261-262. 

Northern’s capitalization at December 31, 1950 was as follows: 

Amount Percent 


Long term debt $78, 000, 000 56 


Common equity: 
Common stock, 2,740,500 shares, $10 par_ $27, 405, 000 
14, 463, 750 
Capital surplus 56, 719 
farned surplus 19, 484, 055 
— 61, 409, 524 $4 


Premium on common stock 


— 


Total capitalization_ 139, 409, 524 100 
From our examination of the relevant evidence we think that the con- 


clusion is required that Northern’s capitalization is reasonable. 
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The outstanding debt of Northern in the amount of $78,000,000 
is issued and sold to the public, including all costs of flotation, at 
ost of 2.55 percent.® 

Northern agrees that the actual cost of its debt is 2.55 percent and 
: find that it is a proper measure of the cost of borrowed money in 
termining a fair rate of return in this case.” 

With respect to the proper allowance for the common stock equity 

Northern, a study of investors’ appraisals of the common stock of 
ven natural-gas companies “ indicates that during the period 1946 

the conclusion of the hearing that investors were requiring an 
erage return on their investment of about 8.1 percent. As of the 
ost recent date available in this record, April 30, 1951, the evidence 
dicates that investments were then being made by investors in the 
ven companies on a 714 percent earnings-price ratio basis. Even 
hen we look to the data with respect to the four natural-gas com- 
nies ™ relied on by Northern as indicative of investor requirements, 

e find that such evidence indicates that the securities were selling 
uring the period 1946 to the conclusion of the hearing on an average 
‘turn basis of 814 percent and, on May 31, 1951, at 7.3 percent. 

The evidence also indicates that on a dividend basis investors were 
urchasing the common stock of the seven natural-gas companies, from 
46 to 1950, inclusive, on an average yield basis of 5.1 percent. This 
ield was associated with a payout of common earnings averaging 
714 percent. During this same period investors were purchasing the 
ommon stock of the four companies on an average yield basis of 5.5 


Cost to 
company 
(percent) 


Amount out- 


Jate issue 
Date issued standing 


Serial debentures 


154 percent, due 1951-55 Nov. 7, 1945 $6, 000, 000 1.74 

236 percent, due 1956-65 Nov. 7, 1945 16, 000, 000 2. 41 

214 percent, due 1956-65 May 1,1947 10, 000, 000 2.49 

346 percent, due 1966-69 Dec. 7, 1948 6, 000, 000 3.10 

25 percent, due 1953-70 June 20, 1950 40, 000, 000 2. 66 

Total 78, 000, 000 2.55 

#” Northern contends that its cost of money may be higher in the future. But rate-making 


sa continuing process and it may not be presumed that rates will be perpetuated at levels 
vyhich have been unreasonable when experience demonstrates that adjustment is required. 
Ve note, in this connection, that there is presently pending before this Commission in 
locket No. G—1881 a further request by Northern for an increase in rates. If Northern’s 
xperience in securing additional funds results in increased cost of money to the extent 
hat an adjustment of the 514 percent is necessary, those facts can be spread on the record 
n that proceeding by Northern So far as the record is here concerned, however, there is 
10 basis for allowing more than 5% percent. 

4 Consolidated Gas Utilities Corp.; El Paso Natural Gas Co.; Lone Star Natural Gas; 
Mountain Fuel Supply Co.; Northern; Panhandle Eastern Pipe Line and Southern Natural 
ias Co. The stock of these companies is held by the public and is traded on recognized 
xchanges. 

221 Paso Natural Gas Co., Northern, Panhandle Eastern Pipe Line Co. and Southern 
Natural Gas Co. 
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percent, associated with an average payout of common earnings of 
59.1 percent. 

With respect to the purchase of Northern’s common stock the evi- 
dence indicates the purchase of that stock, during the same period, on 
an average yield basis of 5.6 percent, associated with an average payout 
of common earnings of 62.7 percent. At the very latest date informa- 
tion is available in the record, April 30, 1951, the yield on common 
stock of the seven companies was 5.3 percent, in the four companies, 
5.2 percent, and on Northern’s stock, 5.1 percent. 

A 51% percent rate of return would provide a return on Northern’s 
common stock equity of 8.75 percent after an allowance of 14 percent 
to cover cost of financing,* and which is after income taxes. 

An 8.75 percent allowance for common equity with a 62.7 percent 
payout will result in a yield of 5.49 percent, which is in excess of aver- 
age yields of the seven companies since 1945. We find, therefore, that 
a 514 percent rate of return for Northern is fair and reasonable. 


COST OF SERVICE 


The issues as to cost of service for the test purposes are few in 
number, relating to the proper allowances for exploration and devel- 
opment, Federal income taxes, and regulatory commission expenses. 
We deal with them as follows: 

Exploration and development costs.—During the test year, North- 
ern experienced costs in connection with exploration and development 
which far exceeded the costs for such purposes during any recent year 
of its history. For this reason, the staff contended that such test year 
expenses were not representative of future operations. The staff of- 
fered, as a proper allowance for exploration and development costs, 
a figure based upon Northern’s average expenditudes during recent 
years. Northern, on the other hand, contends that demands upon its 
system have so outrun proven reserves available to it, that it must now 
engage in extensive exploration and development, and that the ex- 
perience of the test: period is more nearly indicative of future expendi- 
tures for this account than past experience. Although we believe that 
the staff’s technique is appropriate in the usual rate case where 
extraordinary nonrecurring expenses are incurred during a test pe- 
riod, we are aware that Northern is extending its search for new 
sources of gas far from its established reserves in the Hugoton and 





18 Percent 
56 percent bonds X 2.55 percent cost of borrowed money_---~-~~--~--~- 1. 43 
44 percent common equity 9.25 percent return on common__._---.-. 4. 07 
100 percent. Overall rate of return._.............-..-....-22.--2---~ 5. 50 


The earnings-price ratios do not include or reflect the cost of flotation. Therefore, 
in order to compare these ratios with the return provided on the common stock 
equity by a 5% percent rate of return, it is necessary to adjust the 9.25 percent 
by a representative cost of flotation, % percent. 
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nhandle fields, and that such exploration is both bona fide and ex- 
isive. Therefore, for the reasons peculiar to this case, we find that 
» amount of $476,000, claimed by Northern, is an appropriate 
ount to be included as exploration and development cost in the 
it of service. 

State property tares.—There is no disagreement between Northern 
d the staff respecting the method for the computation of State taxes 
r the test year. The actual State taxes paid in the years 1949 and 
50 were compared with the plant accounts for the beginning of 
‘h of those years, and an average ratio of State taxes to beginning- 
-year plant account was derived. Northern does not contend that 
is ratio, when applied to the plant account as of January 1, 1951, 
not the best approximation of State taxes for the test year, arguing 
stead that, for the purpose of making rates for the future, the ratio 
ould be applied to an average of the beginning-of-year and end-of- 
ar plant accounts. We find that the staff’s method is consistent in 
plication and derivation; that it is the best approximation of the 
tual State property taxes to be paid during the test year; and that 
e amount to be included in cost of service for this item is $1,903,900." 
Federal income taxes.—Northern contends that the allowance for 
; Federal income tax liability should be based upon a computation 
which certain interest payments, taxes and overheads on construc- 
mn are not taken as allowable tax deductions. Allowance for Federal 
come taxes on that basis would have the effect of increasing the 
nount by approximately $1,282,000. 

Northern’s proposal is not consistent with the practice it follows 
filing its tax returns with the Bureau of Internal Revenue. For that 
irpose it takes the items as taxable deductions thereby reducing its 
x liability. Northern has not sought formal approval of the Bu- 
al of Internal Revenue to change its practice and if it does seek such 
»yproval there is no assurance that approval will be forthcoming. 
We find no merit in Northern’s contentions which would impose an 
Iditional burden of over one million dollars on consumers based on 
mjecture. We disallow the claim and will allow for a tax liability 
ised on Northern’s existing practices of computing its tax returns, 
sing for such purpose the 52 percent tax rate which is now in effect. 
Regulatory commission expenses.—Northern claims regulatory com- 
‘ission expenses in the sum of $300,000, which it proposes to amor- 
ze over a 5-year period. In the test period Northern reflects an 
llowance of $60,000 for such expenses. The examiner rejected North- 
rn’s claim for failure of proof, for Northern produced no real proof 


™ Schedule 10 of exhibit 126. As the plant account has been reduced due to the reduc- 
on in interest during construction capitalized, as discussed herein, the use of this amount 
ves Northern an allowance for property taxes in excess of that which would result.from 
recomputation. Such excess is relatively small, and we adopt the amount shown on 
chibit 126 as the proper amount. 
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at the hearing in support of its claim although requested to do so by 
the examiner. However, we do know that Northern has unquestion- 
ably incurred some regulatory commission expenses. Additionally, 
the staff did not challenge Northern’s estimates of regulatory com- 
mission expense, but accepted them as reasonable after an examination 
of the company’s records. Therefore, although more definitive proof 
would have been in order, and, in future proceedings will be required, 
we allow the $60,000. 
SUMMARY 


We find then that the total overall cost of service for the test period 
is $38,041,317, as follows: 


Distribu- 


. _ . Transmis- 
Cost of service Total Production) 7! sic ag tion and 
sio 
other 
Production expenses $12, 157,032 $12, 157,032 
Transmission expenses 5, 307, 409 $5, 307, 409 


Distribution expenses 897 








Customers’ accounting and collecting expenses 742 
Sales promotion expenses 57, 427 
Administrative and general expenses 59, 471 240, 521 1, 097, 230 
Miscellaneous gas operating revenues 313) (78, 627) (16, 686 
Exploration and development costs 000 476, 000 
Total gas operating expenses 20, 019, 665 | 12,794, 926 836, 786 
Depletion and depreciation 5, 524, 534 994, 735 17, 098 
Taxes—Federal income 2, 827, 964 2, 814, 531 13, 433 
Taxes—State income 75, 020 74, 664 356 
Taxes—other 2, 447, 157 706, 040 1, 715, 337 25, 780 
Total taxes _| 5,350,141 706, 040 4, 604, 532 39, 569 
Total revenue deductions 30, 894,340 | 14,445,701 | 15, 555, 186 893, 453 
Return at 544 percent 7, 146, 977 1, 462, 641 5, 657, 347 26, 989 
Total cost of service ..| 38,041,317 | 15,908,342 | 21, 212, 533 920, 442 


( ) Indicates red figures. 


ALLOCATION OF COSTS 


Three issues developed concerning the proper methods of allocating 
costs in the present case. One problem involved the allocation of 
costs to Hugoton area sales. As the problem of costs and sales in the 
Hugoton area constitute a separate problem, that cost allocation prob- 
lem is discussed in this opinion under a separate heading, infra, p. 146. 
We dispose in this section of the opinion of the remaining two issues. 

Proper peak period for allocation of demand costs—The staff as- 
signed demand costs to classes of customers on the basis of sales during 
a sustained peak period on the system. The period selected as the 
test period was January 8 through January 10, 1951. Northern’s 
witness proposed the use of an average representing an average of the 
sales during a 3-day sustained peak period and the average of sales 
during 3 consecutive coldest days. Sales during the coldest days do 
not, however, necessarily represent a period of operation of Northern’s 
system at maximum capacity. But they do represent the period when 
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pace heating customers are taking gas at their maxinium demand and 
he jurisdictional portion of sales is maximized. By diluting the 
llocation percentages derived from the 3-day period of maximum 
erations with percentages derived from a period when jurisdictional 
ales are at their greatest, the result is to reduce the assignment of 
apacity costs to nonjurisdictional sales and to transfer costs normally 
ssigned to nonjurisdictional business to jurisdictional business. We 
velieve that Northern’s method of assigning demand costs is not sup- 
sorted by any sound reasons. We shall adopt, therefore, the peak 
veriod used by the staff as the more representative of the actual use of 
he facilities during the peak period. 

Division of common costs into demand and commodity com po- 
ents —A major difference exists between Northern and the staff in 
he allocation of costs of producing gas. Northern’s witness, to the 
xtent that such costs were, in his opinion, constant costs, allocated 
hem entirely to demand. The staff, on the other hand, treated costs 
yf production entirely as commodity charges. The latter procedure 
s the more appropriate. It is the uniform practice in the industry 
o purchase gas in the field on a straight commodity basis. And there 
ippears to be no justification for a difference in treatments of the costs 
elated to purchased or produced gas. ‘The costs are directly related 
o the annual volumes of gas produced and sold. Therefore, we find 
hat the treatment of production costs as commodity costs and their 
issignment to customers in proportion to annual sales to such 
‘ustomers is proper. 

Another difference exists with respect to the allocation of trans- 
nission compressor station labor and supplies and expenses. In the 
pinion of Northern’s witness, the costs are in part constant, related 
o capacity, and in part variable, related to annual use. And in his 
udgment the labor costs should be assigned 75 percent to demand and 
5 percent to commodity, and the supplies and expenses costs assigned 
0) percent to demand and 50 percent tocommodity. The staff witness, 
m the other hand, testified that, in his opinion, compressor station 
abor and supplies and expenses are predominantly variable costs, 
issociated with the volumes of gas, and should be allocated 100 percent 
o commodity. For the reasons hereinafter set forth, it is our in- 
formed judgment that transmission compressor station labor should 
ve treated as a constant cost and assigned 50 percent to demand and 
0 percent to commodity and that supplies and expenses should be 
issigned 100 percent to commodity. 

Compressor station labor is not related solely to capacity or solely 
o the volumes of gas handled. Compressor station labor is provided 
10t only to take care of peak-day operations but is employed in con- 
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nection with operations over the entire year. As we stated in /n the 
Matter of Atlantic Seaboard Corp., et al., 11 F. P. C. 48, 54: 

* * * A pipeline would not normally be built to supply peak service, that is 
to say, service on the peak days only. We know from our administration of sec- 
tion 7 of the Natural Gas Act, which involves the issuance of certificates of 
public convenience and necessity, that pipelines are built to supply service not 
only on the few peak days but on all days throughout the year. In proving the 
economic feasibility of the project in certificate proceedings, reliance is placed 
upon the annual as well as the peak deliveries. Stated another way, the capital 
outlay for the pipeline facility is made—and justified—not only for service on 
the peak days but for service throughout the year. Both capacity and annual 
use are important considerations in the conception of the project and in the 
issuance of certificates of public convenience and necessity. Both capacity and 
volume, therefore, are what are known as cost factors or incidences in respect 
to the capital outlay for a pipeline project. It follows that reasonably accurate 
results can be achieved only by allocating the fixed expenses flowing from the 
capital outlay to both operating functions, viz., capacity and volume. 

The determination of how much of the constant cost should be 
assigned to demand and how much should be assigned to commodity 
is not without difficulty. It is not susceptible of mathematical deter- 
mination nor is it susceptible to determination, particularly in this 
case where Northern’s system operates at a load factor of approxi- 
mately 95 percent, by means of behavior cost studies. As Northern’s 
witness concedes the determination must rest wholly on judgment. 

We note that both functions are very significant but there is no 
evidence available which warrants the conclusion that one function 
predominates over the other. In these circumstances, it is our in- 
formed judgment that the assignment of the compressor station labor 
costs should be made equally to demand and to commodity. 

Based on similar considerations, we have allocated return and Fed- 
eral and State income taxes equally between demand and commodity. 
Northern’s witness similarly treated such items in this case. 

As to compressor station supplies and expenses, it is appropriate 
to allocate such expenses 100 percent to commodity. These expenses 
consist mainly of gas used as fuel in the engines and lubricating oil, 
both of which are directly related to engine-hours operated, which, 
in turn, can be translated into gas pumped or commodity costs. 

Maintenance to compressor station equipment was allocated by 
Northern, 50 percent to demand and 50 percent to commodity, whereas 
the staff witness allocated this expense 100 percent to commodity. 
Maintenance to equipment in this case is predominantly related to 
use, since it consists mainly of the replacement of the moving parts of 
engines used to compress the gas which, in turn, is entirely related to 
the volume of gas compressed. Therefore, we find that maintenance 
to compressor station equipment should be allocated 100 percent to 
commodity. 
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Jepreciation expenses was allocated by Northern’s witness entirely 
he demand factor. The assumption underlying such an allocation 
hat depreciation expense is a constant cost and that all such costs 
uld be allocated 100 percent to demand. 

Jepreciation expense, in brief, is a cost of service resulting from 
using up of the service or economic life of property. A pipeline 
onstructed for the service it will render—the work it will do. In 
ense the investment therein is the cost of future service, hence a 
‘t of the investment cost becomes a part of the cost of the service 
dered each year, and, in a sense, of each unit of such service. The 
vice rendered is the transportation of natural gas, usually stated 
nits of cubic feet. 

t is true that investment in pipeline facilities varies, generally 
aking, with the diameter of the line, hence its capacity, and it is 
ewise true that size is controlled to a considerable degree by the 
ximum loads it is planned to serve. On the other hand, the pipe- 
e is used to transport gas not only at peak times, but throughout 
year as well. The service rendered, the work performed, by pipe- 
es is continuous, although not necessarily at a uniform rate. 
“very cubic foot of gas which gets to the seller’s pipeline market 
kes use of the pipeline facility. That is the only way in which the 
scan get from the place of production to distant points of consump- 
n. Every cubic foot of natural gas transported must, therefore, 
ir its fair share of the cost of the transportation facility, which is 
say, every cubic foot of gas transported must be assigned some part 
annual depreciation expense. 

Thus a pipeline is constructed to deliver a certain maximum capacity 
1 is also constructed to transport natural gas throughout the year. 
th maximum service, or service at time of maximum demands, and 
umetric service, that is the transportation of the total volume, are 
nificant factors in the planning and operation of a pipeline facility 
dare likewise significant factors in determining the cost of service 
dered. The assignment of annual depreciation expense between 
»demand and volumetric functions necessarily is a judgment deter- 
nation. In our opinion, demand and volumetric functions should 
given equal weighting in making this assignment, that is to say, 
percent of the annual depreciation expense should be assigned to the 
nand factor and 50 percent to the volumetric factor. This is con- 
tent with the treatment Northern’s witness gave to return (com- 
nsation of capital) which he assigned 50 percent to demand and 
percent to volume. Depreciation and return are related items of 
t. One is a return of capital while the other is a return on capital. 
>In the Matter of Atlantic Seaboard Corp., et al., 11 F. P. C. 48, 56. 
cordingly, we find the allocation of depreciation expense 50 per- 
it to volume and 50 percent to demand is proper. 
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Administrative and general expense was allocated by Northern’s 
witness to demand and commodity using several different percentage 
rates. The staff witness allocated this expense between demand and 
commodity on the ratios developed from all other supervised expendi- 
tures, exclusive of compressor station fuel. Northern’s witness at- 
tempted to break down the general expenses into various selected 
items and make individual determinations of each expense. To give 
any consideration to this method, equal treatment should be accorded 
the thousands of other items of expense making up the total cost of 
service. Obviously this would be unworkable. 

We shall adopt, therefore, the method used by the staff which is 
consistent with our treatment of this expense in past cases. 

We, therefore, find that the proper allocation of the total cost of 
service for the test period may be summarized as shown in table I, 
and further, that demand and commodity costs should be allocated 
among the various classes of Northern’s customers as set forth in 


table IT. 


RATE STRUCTURE AND TARIFF PROVISIONS 


Zone rates.—Northern at present has system-wide rates with the 
exception of its sales in the Hugoton area, discussed under a separate 
heading herein, ‘nfra, p. 146. Council Bluffs advocated zone rates for 
Northern’s sales. In support of its centention, Council Bluffs pre- 
sented detailed studies of proposed zones with cost of service and 
allocation of costs by zones and proposed specific zone rates. How- 
ever, on a system as complex as Northern’s the determination of 
proper zone rates, to our mind, requires more thorough and exhaustive 
study. Other methods of allocating costs between zones might be 
more reliable than the pipeline mileage method utilized by Council 
Blutfs. Moreover, the delineation of zones requires scrupulous care 
if such zones are not to be arbitrary or discriminatory, Council Bluffs’ 
Witness, who prepared these studies conceded, upon cross examination, 
that his use of state lines as zone boundaries was arbitrary and that 
other boundaries might reasonably be fixed. For the foregoing rea- 
sons, and from our examination of the record, we do not believe that 
there is sufficient evidence before us to determine at this time whether 
zone rates for Northern’s system are in fact proper, and if so, what 
such zones and such rates should be. There is now pending a pro- 
ceeding upon a proposed rate increase by Northern in docket No. 
G-1881 and we think it appropriate that the problem of zone rates 
be explored in that proceeding. 

Minimum billing demand.—Northern, for several years prior to the 
filing of March 26, 1950, operated under a tariff which provided in 
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. CD-1 rate schedule that when a utility’s demands declined below 
contract demand, Northern would bill it for only so much as the 
lity actually purchased, with the minimum billing demand to be 
percent of the contract demand. During the summer months the 
ling demand was fixed at a flat 80 percent of the contract demand. 
its filings of March 27, 1950, October 27, 1950, and January 11, 
91, Northern has provided that the billing demand under the CD-1 
edule shall be the contract demand regardless of the maximum 
lumes purchased by the utility. 
Under the provisions sought to be enforced by Northern, utilities 
ll be billed a demand charge upon a take or pay-for basis for all 
s contracted for. Where a pipeline company has a large peak load 
a short period of time which utilizes the full capacity of the pipe- 
e, and for the remainder of the year has a large excess capacity, 
it company might be justified in requiring the customer utilities to 
y for such capacity throughout the year, whether used or not. But 
the load factor increases on a pipeline, we believe that the company 
comes less and less justified in charging its utility customers for 
mands which they do not take. Where a pipeline operates at or 
ar capacity throughout the year, as Northern does, to charge one 
lity for gas it does not take, while at the same time selling such 
s to another customer, is unduly discriminatory. Northern is a 
iture operating company, with one of the highest load factors in the 
lustry, and is confronted at the present time with the major problem 
obtaining reserves adequate to meet the high annual demands for 
s or of discouraging such demands. Under these circumstances, we 
d that the proposed change from an 80 percent minimum billing 
mand to a 100 percent billing demand is unreasonable and unduly 
scriminatory, and we shall not allow such change to go into effect. 
.erefore, we find that since September 27, 1950, and from and after 
e effective date of the rates prescribed herein for the future the 
oper provisions for monthly billing demand are similar to those 
ntained on original sheet No. 5, original volume No. 1, of Northern’s 
riff, relative to winter billing demands, which was in effect prior 
the tariffs here under investigation. Under such a provision, 
orthern’s practice for winter periods would not change, but it 
ould bill its customers for the summer months on a basis consistent 
ith its winter billing.*® 
Billing demand adjustment for failure to deliver—Northern has 
* As the provision relating to the months of April to October would allow customers to 
ce in excess of 80 percent of their contract demand and pay no demand charge thereon, 
shall not accept such provision. As shown in appendix A, of this opinion, we adopt 
> following language as the proper definition of billing demand: 
“The billing demand in effect for a billing month in a particular community or 
billing group served by gas utility shall be the maximum volume of gas delivered by 


Northern to the gas utility under this rate schedule on any day of such month, but not 
less than 80 percent of the contract demand, nor more than the contract demand.” 
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proposed, by its filing of January 11, 1951, docketed as G—1607, a 
tariff provision that “no reduction in billing demand shall be made 
hereunder, when failure to deliver is occasioned by causes beyond the 
reasonable control of Northern.” The effect of this prevision is to 
require the utility customers to insure Northern against loss of income 
during a period when Northern’s deliveries are impaired by force 
majeure causes. If, on the one hand, it is proper for Northern to 
provide that it shall not be liable for damages for failure to deliver 
for causes outside its control,” it seems equally fair that customers 
shall not be required to pay for gas they do not get. We find no justi- 
fication for the inclusion of the sentence above quoted in Northern's 
tariff and shall order it deleted. 

Reimbursement for customers’ use of pe ah-shaving facilitie 8—In 
Northern’s proposed tariff, there is a provision that Northern may 
request any utility customer to operate its standby facilities at a time 
when Northern may in its judgment be unable to deliver the full con- 
tract demand volume to any gas utility. If the utility accedes to 
such request, then the contract demand volume is to be reduced by an 
amount agreed upon, and Northern will credit the utility at a rate of 
$2.00 per M. c. f. for such reduction. The Minneapolis Gas Co. con- 
tended at the hearing and in oral argument that this provision was 
discriminatory, and suggested modification thereof. Northern con- 
tends that the complexities of dispatching gas require that it have 
discretion to request utilities to operate standby facilities. It appears 
to us that the tariff provision, as proposed by Northern, may be re- 
quired for proper management of the system. It is true that the 
operation of this provision might become unduly discriminatory, for 
where discretion exists there also exists the possibility of undue dis- 
crimination. However, we expect Northern to administer this pro- 
vision on a reasonable and equitable basis. If it should appear that 
this provision is not being so administered, we may, on our own 
motion, or on complaint, take action to eliminate the undue 
discrimination. 

Heat content adjustment.—Northern has heretofore and is presently 
delivering gas at approximately 1,000 B, t. u. heat content. Its tariff 
provides that a price adjustment shall be made if the heat content 
varies below 950 or above 1,050 B. t. u. per cubic foot. Northern has 
substantial control of the heat content of its gas through the operation 
of its gasoline extraction plants. The staff recommended in these 
proceedings that Northern’s tariff be modified to reduce the range 
within which the heat content could vary without a price adjustment 
by Northern. The range recommended by the staff is 975 to 1,025 
B. t. u. During the test period, gas delivered by Northern was well 


7As provided by section 15.1 of the general terms and conditions, econd revised sheet 
No. 34, first revised volume No. 2. 
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hin the limits recommended by the staff. As natural gas service is 
delivery of heat energy, customers do not receive full value unless 
y receive the full energy content. Under these circumstances it 
ms appropriate to require Northern to exercise every effort to 
iver gas with the energy content contracted for. The range recom- 
nded by the staff appears from the record to be adequate to protect 
rthern against fluctuations which might be beyond its control and 
which it should not have to make a price adjustment. Therefore, 
find that the proposed limitation should be included in Northern’s 
iff provisions. 

vate schedule for overrun interruptible gas—At the present time, 
eral of Northern’s customers take substantial volumes of gas in 
ess of their contract demand on an interruptible basis. Northern 
;no separate rate schedule for such gas, and the utility is charged 
‘such gas merely the commodity charge of the demand-commodity 
e. As we have pointed out above in our discussion of the minimum 
ling demand provision, Northern would charge utilities not taking 
ir contract demand volumes the demand charge for such gas, and 
ess only the commodity charge against companies purchasing the 
s. The sale of gas above the contract demand volumes on an inter- 
itible basis is a separate service for which there should be a separate 
e schedule, as required under our rules.’ We believe also that 
» rate for such service should include not only the commodity cost 
ated thereto, but, in addition, should include some of the demand 
t related thereto. The staff’s proposed rate schedule R-1 describes 
» service provided and it appears to represent reasonable demand 
d commodity costs associated with such service. Therefore, the 
ff’s rate schedule R-1 will be prescribed for this service. 

Level of de mand and commodity charges.—In Northern’s proposed 
fe increases, particularly the second increase, the demand and com- 
«lity charges do not correspond with Northern’s allocation of costs 
demand and commodity. The staff, on the other hand, used its cost 
ocations to determine the relative level of the demand and com- 
lity components. Northern’s witness testified that, in his opinion, 
ere high load factors are involved, the demand and commodity 
arges in the tariff could depart from the demand-commodity cost 
ocation without significant discrimination. The cost allocation 
rein found to be appropriate indicates a demand component which 
approximately the same as that which the company proposed.” The 
mmission has in the past used cost allocations as reasonably accu- 
te guides to the appropriate level of the demand and commodity 
® Section 154.11, General Rules and Regulations. 


®*The company’s proposed demand charge, on a monthly basis, of $1.37 is in contrast to 
‘average demand cost of $2.95, as derived from the company’s allocation. 
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components of the rates unless some unusual circumstances require a 
departure therefrom. 

On the facts of the record, we prescribe the following rate for the 
CD-1 schedule as just and reasonable: 


Demand charge—$1.30 per M. c. f. of billing demand. 
Commodity charge—15 cents per M. c. f. 


This rate was developed in the following manner: A unit com- 
modity price was first developed by dividing the total commodity 
costs by the total volume of gas delivered during the test period. The 
total demand costs were reduced by the difference between revenues 
from the overrun gas rate of 17 cents per M. c. f. and the developed unit 
commodity cost. A unit demand cost was then developed by dividing 
the adjusted demand cost by the total billing demand units. The ap- 
plication of these rates results in the test period of revenues which 
exceed cost of service by approximately $50,000. 

As pointed out above in our discussion of the IND-1 and IND-2 
schedules, a rate schedule should contain the entire charge for gas sold 
and delivered. Consequently, we cannot approve of Northern’s pro- 
posals in its filings of March 27, 1950, and October 27, 1950, to separate 
its demand charge from its commodity charge, and file separate rate 
schedules therefor. For this reason, we shall combine in the CD-1 
schedule Northern’s so-called rate schedules G-1, IND-1, and IND-2, 
and shall order a schedule, similar to Northern’s rate schedule for 
general service, in effect prior to September 27, 1950. 


HUGOTON AREA SALES 


Pursuant to Commission order of January 6, 1944, 4 F. P. C. 480, 
Northern acquired the transmission lines of its subsidiary Argus Natu- 
ral Gas Co., Inc. (Argus), which transported natural gas produced 
in the Hugoton field for distribution in several communities in south- 
western Kansas and for delivery into Northern’s main-line system. 
Argus, at that time, operated distribution systems in the Kansas com- 
munities served by this pipeline and Northern proposed to charge 
town-border rates to Argus which were designed to enable Argus to 
continue in effect its retail rates. Subsequently, Peoples Natural Gas 
Co., a subsidiary of Northern, acquired the distribution systems in 
these southwestern Kansas communities. However, because of this 
historical relationship, Northern has always treated sales from the old 
Argus system, even though augmented at times by deliveries from its 
main line, on a basis different from mainline sales. 

In docket No. G-1382, Northern proposed to increase charges for 
its sales in the so-called Hugoton Gas field area and to such effect filed 
new rate schedules F-1, I-1, I-2, and I-38.” No analysis of rate base 


*” First revised sheets Nos. 15, 16, 17, 18, 19, 20, 21, 22, superseding similarly numbered 
original sheets. 
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costs of service relating directly to sales in this area was put in 
dence, either by Northern or the staff. Both Northern and the staff 
sented system-wide cost of service studies, which included the costs 
the Hugoton area sales. Northern’s allocation witness segregated 
h costs and excluded them from his allocation studies, assuming 
t costs equaled revenues, and subtracting the revenues from total 
ts to be allocated. The staff, on the other hand, treated Hugoton 
a sales as a class of sales and assigned costs to all classes of sales on 
basis of peak-day and annual volume. The staff’s analysis sup- 
‘ts the conclusion that costs exceed revenues, even with the proposed 
e increases for sales in the Hugoton area.” 
‘rom the foregoing, it may be concluded that the proposed in- 
ase in rates in rate schedules F-1, I-1, I-2, and I-3, as filed by 
rthern on April 26, 1950, should be allowed to take effect as of the 
ctive date of this opinion and order. Moreover, we find that such 
es were properly put into effect, under bond, on September 27, 1950, 
| that Northern is justified in retaining money collected since that 
e under such rate schedules. 


REVENUES COLLECTED UNDER BOND 


Ls previously mentioned, the first increase in Northern’s rates 
wcket No. G-1382) became effective under bond on September 27, 
0. The second increase (docket No. G—1533) became effective 
ril 27, 1951, and Northern has collected such increased rates under 
id to the effective date of the rate herein prescribed. Thus we must 
1 with two periods during each of which different rates were in 
ct under bond. 

Ve have carefully examined the record in these proceedings to 
ertain whether it is feasible to determine therefrom the appropriate 
position of the revenues collected under bond during the two above 
ntioned periods. It is our conclusion that such disposition cannot 
properly accomplished based upon the data now of record. The 
ord does not contain actual operating experience subsequent to 
ril 1951, which was more than one year ago. Additionally, the 
ord discloses that certain items of revenues and expenses included 
our cost of service study for the test period were not actually 
erienced during a part of such period and that it is impossible 
m the record to make appropriate adjustments therefor. 

‘or these reasons we deem it necessary to reserve the determination 
the disposition of the revenues collected under bond, subject to 
ther order of the Commission. 

‘he Commission therefore orders: 

A) Northern Natural Gas Co.’s first revised sheets Nos. 1 and 2, 
yinal sheet No. 2A, first revised sheets Nos. 5, 11, 12, 13, 14, 24, and 


On the basis of the record before us, we hereby adopt a system-wide basis of allocation. 
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39 of its F. P. C. gas tariff, first revised volume No. 2, which sheets 
were filed on March 27, 1950, and second revised sheets Nos. 5, 12, 13, 
and 14, filed on October 27, 1950, and second revised sheets Nos. 27, 
28, 29, 30, 31, 38, and 35A, filed on January 11, 1951 are hereby rejected 
as unjust and unreasonable. 

(B) The following be and the same are, hereby made effective on 
June 11, 1952, as the just, reasonable, nondiscriminatory and non- 
preferential tariff to be thereafter observed and in force: Prescribed 
first revised sheets Nos. 1 and 2, prescribed original sheet No. 2A, 
prescribed second revised sheet No. 5, prescribed original sheets Nos. 
5A, 5B, and 5C, prescribed first revised sheet No. 11, prescribed second 
revised sheet No. 12, prescribed original sheets Nos. 12A, 12B, 12C, 
12D, and 12K, prescribed second revised sheets Nos. 13 and 14, pre- 
scribed first revised sheet No. 24, prescribed second revised sheets Nos. 
27, 28, 29, 30, 31, and 33, and prescribed first revised sheet No. 35A, 
all as set forth in appendix A to this order, which appendix is made 
a part hereof by reference; second revised sheets Nos. 6 and 7, first 
revised sheets Nos. 8, 9, 10, 15, 16, 17, 18, 19, 20, 21, 22, 23, 25, and 26, 
second revised sheets Nos. 32, 34, and 35, original dante Neos. 36, 37, 
38, 39, 40, 41, 42, and 43, and second revised sheets Nos. 44, 45, 46, 47, 
48, 49, 50, 51, 52, and 53, and first revised sheet No. 54. 

(C) The prescribed sheets described in paragraph (B) hereof, all 
appearing in appendix A of this order, and original sheet No. 39, be, 
and the same hereby are, directed to be inserted by the Secretary of the 
Commission in Northern Natural Gas Co.’s F. P. C. gas tariff, first 
revised volume No. 2. 

(D) Rate schedules F-1, I-1, I-2, and I-3, as filed by Northern 
on April 26, 1950, be and the same are allowed to take effect as of 
June 11, 1952, and the funds collected under bond under said rate 
schedules since September 27, 1950, be and the same may be retained 
by Northern. 

(E) The disposition of the amounts collected under bonds be, and 
the same is, hereby reserved for determination subject to further order 
of the Commission. 

Commissioner WIMBERLY dissenting. 
Commissioner Dory not participating. 
Adopted: June 10,1952. Issued: June 11, 1952. 


BucHanan, Chairman, concurring: 

I am in agreement with all that has been said in the opinion and 
order of the Commission adopted today and have joined in it, but 
I should like to state my reasons for disallow: ance of the so- oad 
attribution item of $1,914,574 which does not represent actual cost of 
service. 


Involved in Northern’s contention respecting the effect. of the Kansas 
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ttribution order are two basic assumptions: first; that the order of 
1e Kansas Commission must be interpreted as requiring us to follow 
rate-making formula established by the Kansas Commission; sec- 
nd; if so construed, that the order is a valid exercise of authority 
y the Kansas Commission. 

As to the first assumption, it will be noted that the quoted provi- 
ions of the order do not, expressly or by fair implication, purport 
» establish rate-making criteria for this or any other regulatory 
ommission, or to circumscribe the regulatory authority conferred by 
‘ongress with respect to sales for resale in interstate commerce sub- 
ect to the jurisdiction of this Commission. I think it significant 
hat the Kansas Commission, a party to this proceeding as an inter- 
ener, did not, through its counsel or its witnesses, assert that its 
rder is a directive to this Commission and is to be obeyed by us. 

As to the second assumption, if the Kansas Commission’s order were 
> be construed as Northern would have it, the order would become 
n attempt by the Kansas Commission to regulate sales in inter- 
tate commerce as far away as Minneapolis, regulation of a sort for- 
idden by the Constitution and the Natural Gas Act. State of Mis- 
ouri V. Kansas Gas Co., 265 U.S. 298, 307. 

Nor is the foregoing altered by the fact that the Kansas Commis- 
ion’s order may be a conservation measure. State of Pennsylvania v. 
Vest Virginia, 262 U. S. 553, 596, 598; and Cf. Federal Power 
‘ommission. Y. IT ope Natural Gas Co., 320 U. S. 591, 611, 612. 
he announced purpose of the measure, however laudable, is irrelevant. 
"*%~ublie Utilities Commission of Rhode Island v. Attleboro Steam & 
tlectric Co.. 273 U.S. 83. 89. 

I find nothing in Cities Service Co. v. Peerless Co.. 340 U.S. 179 
1950), and Phillips Petroleum Co. v. State of Oklahoma, 340 U.S. 
90 (1950), which points to any other result. Indeed, the court took 
‘xpress notice of the fact that there was no claim of conflict with 
‘ederal authority under the Natural Gas Act. 

Additionally, if, as Northern would have it, the Kansas Commis- 
ion’s order were to be construed as requiring this Commission to allow 
in attributed value of 8 cents per M. c. f. for the Hugoton field gas, 
t would mean that the Kansas Commission has in part nullified the 
ate-making standards of section 5 (a) of the Natural Gas Act. This 
s so because the Commission under section 5 (a) of the Natural Gas 
\ct is not bound to the use of any single formula or combination of 
ormulae in determining rates (/'ederal Power Commission v. Natural 
Fas Pipeline Co., 315 U.S. 575; Federal Power Commission v. Hope 
Vatural Gas Co.. 320 U.S. 591: Colorado Interstate Gas Co. v. Federal 
Power Commission, 324 U.S. 581: Panhandle Eastern Pipe Line Co. v. 
Mederal Power Commission, 324 U.S. 635), and, pursuant to that free- 
lom, has long adhered to an actual cost-of-service basis for the deter- 
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mination of just and reasonable rates. Under Northern’s interpre- 
tation of the order our statutory freedom would be circumscribed 
by State action. 

I do not believe that the Kansas Commission’s order may have such 
effect and I do not believe that there should be attributed to that order 
an intent which would jeopardize its validity. 

The construction placed upon a similar order issued by the Okla- 
homa Corporation Commission is relevant here. After hearings, the 
Oklahoma Corporation Commission issued an order providing “that 
no natural gas shall be taken out of the producing structures or forma- 
tions in the Guymon-Hugoton field * * * at a price at the wellhead, 
of less than 7 cents per thousand cubic feet of natural gas measured 
at a pressure of 14.65 pounds absolute pressure per square inch.” In 
connection with an attack upon that order by Phillips Petroleum Co., 
which produces in that field but does not purchase from other pro- 
ducers in the field, the Oklahoma Commission concluded that Phillips 
had no standing to complain of the order since it was currently com- 
plying with it by realizing on the average, from sale and utilization 
of byproducts and sale of gas, the minimum price set. I do not see, 
and am not advised, why a similar construction of the Kansas order 
is improper. Under such a construction Northern, it appears to me, 
would be complying with the Kansas order and any question of its 
validity would be avoided, for the rates we are fixing permit realiza- 
tion of more than 8 cents per M. c. f. 

For all the foregoing reasons I agreed to the disallowance of the 
$1,914,574. 
Tssued: Jume 11, 19852. 


Smitu, Commissioner, concurring : 


In the circumstances of this case, and within the four corners of 
the record which is before us, I concur in the findings of the Com- 
mission and in the order based thereon. Indeed, as I understand the 
facts and the legal theory upon which Northern Natural has chosen 
to rely regarding the Kansas “attribution” order in seeking to justify 
the proposed increases of its rates, I have no alternative. However, 
my reasons for arriving at these conclusions are so different from 
those of my concurring colleagues that it seems desirable for me to 
set them forth with some particularity so that my position may be 
clearly understood. 

My main point of difference with my colleagues of the majority 
concerns the treatment for rate-making purposes of the gas which 
Northern itself produces and then transports and sells for resale in 
interstate commerce. As I have heretofore stated on a good many 


occasions, I can see little justification—in either equity or economics— 
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yr this Commission’s insistence upon a different treatment for gas 
hich is purchased by a pipeline, where the full arm’s-length purchase 
rice is uniformly allowed for rate purposes, and for gas which is 
roduced by the pipeline itself (perhaps in the same field or even 
rom adjacent wells), where the Commission has traditionally in- 
isted upon pricing the gas according to a “utility formula,” involving 
he use of a utility rate of return upon the depreciated and depleted 
et investment in gas-producing property. This method often results 
n figures for the gas far below either its value as a depleting com- 
nodity or the prices being paid under contract by the pipeline for 
as which it must purchase. Those figures would ultimately tend 
o approach the vanishing point of zero as far as the gas as such is 
oncerned.* 

This, to my mind, approximates unjustified discrimination by the 
Yommission in respect of the sources of gas production and is detri- 
nental to the ultimate public interest in conservation of both the 
upply and the utilization of this irreplaceable resource. While in 
he short-run the ultimate consumer may gain a temporary—and, in 
relation to his total bill for gas, very small—advantage through the 
‘stablishment of somewhat lower rates, the long-run result is against 
his and the national interest, as I see it, for this operates to encourage 
wasteful production and use, to perpetuate the conditions of scarcity 
with which the large consuming areas of the country have become only 
too painfully familiar in recent years, to necessitate rationing by this 
Commission or other governmental agencies, State and Federal, and 
may eventually induce a situation under which consumption will have 
to be governed by edict and proscription—all of which I regard as 
both undesirable and readily avoidable. As Mr. Justice Jackson has 
sO aptly said: 

The Commission is free to face up realistically to the nature and peculiarity 
of the resources in its control, to foster their duration in fixing price, and to 


consider future interests in addition to those of investors and present con- 


sumers. ... This problem presents the Commission an unprecedented oppor- 


tunity if it will boldly make sound economic considerations, instead of legal and 
accounting theories, the foundation of federal policy. 

While the Commission has been sustained in its routinized policy of 
rate-making, which reflects a pipeline’s production and gathering 
properties in the rate base at a depreciated and depleted net investment 
figure and allows the expenses, including a utility fair rate of return 
(in this instance 514 percent) thereon, as I understand the opinion of 
the United States Supreme Court in the leading case on this point, the 





1B. g., Natural Gas Investigation, docket No. G-580, Report of Commissioners Smith and 
Wimberly (1948), especially Part V; Testimony on Amendments to the Natural Gas Act, 
H. R. 4051, before the Senate Committee on Interstate and Foreign Commerce, 80th Cong., 
2d sess. (1948). . 

2 Dissenting opinion in Federal Power Commiasion, et al. v. Hope Natural Gas Co., 320 
U. S. 591, 628, at p. 660 (1944). 
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Court has held “only 
from using it” 


. that the Commission is not precluded 
Indeed, in this five-to-four decision, although the 
Court held that “we cannot say as a matter of law that the Commission 
erred in including the production properties in the rate base at actual 
legitimate cost” it seems clear that a majority of the Justices regarded 
the Commission's method as inappropriate, for one reason or another. 
Thus, Chief Justice Stone, joined by Justices Roberts, Reed, and 


Frankfurter, stated that “the Federal Power Commission, in making 


the rate order here under attack, exceeded its jurisdiction and reached 
a result which must be rejected because unauthorized by the applicable 
statute”;* while Mr. Justice Jackson, separately concurring in sus- 
taining the Commission's order on the legal ground that a majority 
was not ready to reconsider the principles of law laid down in the 
ITope case, reasserted his objections to what he termed the Commis- 
sion’s “fantastic method of fixing a ‘just and reasonable’ price for 


Following his thought-provoking line of original reasoning 


vas. 


in the //ope case, he said: 


To let rate-base figures, compiled on any of the conventional theories of rate 
making, govern a rate for natural gas seems to me little better than to draw 
figures out of a hat. These cases confirm and strengthen me in the view I stated 
in the Hope case that the entire rate-base method should be rejected in pricing 
natural gas, though it might be used to determine transportation costs. These 
cases vividly demonstrate the delirious results produced by the rate-base 
method.’ 


I am convinced, therefore, that: (1) We should reexamine our con 
ventional approach to the pricing for rate-making purposes of natural 
gas produced by pipelines with a view to its revision along lines which 
would be sounder from the standpoint of both economics and equity: 
(2) there is eminently respectable judicial authority for the view that, 
as a matter of either law or the exercise of our administrative discre 
tion, this should be done: and (3) it is clear that the Natural Gas Act 
contains no barrier to prevent such action on our part whenever, in a 
proper case and upon an adequate record, we are persuaded that we 
should do so. 


Mr. Justice Douglas for the majority in Colorado Interstate Gas Co, vy. Federal Power 
Commission, et al., and Canadian River Gas Co. v. Federal Power Commission, et al., 324 
U. S. 581, 601 (1945): and again, at p. 605: “We only decide that it [the Natural Gas 
Act] does not preclude the Commission from reflecting the production and gathering facili 
ties of a natural gas company in the rate base and determining the expenses incident thereto 
for the purposes, of determining the reasonableness of rates subject to its jurisdiction 
(Emphasis supplied in both text and footnote.) 

4324 U.S. 581, 605. (Emphasis supplied.) 

’, S. 581, 615, at p. 616. 
é 7. S. 581, 608, at p. 611. 

7 324 U. S. 581, 608, at p. 610. At p. 615 he elaborated further as follows: “I should 
like to reverse this case, not because I think the rate reduction is wrong, but because I 
think the real inwardness of the gas business as affects the future has been obscured by 
the Commission’s preoccupation with bookkeeping and historical matter. . . . But as the 
matter stands I see no legal grounds for reversal.” (Emphasis supplied in text and 
footnote.) 
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Logical application of the principles which I think should be fol- 
»wed might well require the treatment of the production and gather- 
ng Operations as a nonutility function so far as rate-making is con- 
erned. The facilities involved and associated reserves for their 
epletion and depreciation could be eliminated from the rate-base 
etermination; so-called production credits and charges, except as 
learly, directly and necessarily related to the requirements of pre- 
aring gas for pipeline transportation, would become non-operating 
fems; exploratory and developmental costs would no longer be 
harged against gas consumers as operating expenses: it would be 
ecessary to make adjustments for all income tax liabilities attribut- 
ble to profits on the production and gathering operations; and per- 
aps other modifications would be found to be required. The instant 
rroceeding, however, does not, on the record as made, present in my 
pinion such a situation; although this record would permit, in a 
lifferent setting, of many—if not all—of the adjustments just referred 
o. The fatal defect of Northern’s position, however, from my point 
f view, is its reliance on the Kansas Corporation Commission’s 8 cents 
attribution” order as compelling us to reflect in our determination of 
he rates at which sales for resale are to be made in interstate com- 
nerce that same figure for some of the gas which Northern itself 
yroduces, transports and sells. 

Northern does not contend that this State-fixed minimum price rep- 
resents the commodity value of the gas which it produces in the Hugo- 
‘on field, where in fact current sales of gas have been made at somewhat 
higher prices. Nor does Northern claim that this minimum value 
should be attributed to all of the gas which it produces, but only to that 
portion which comes out of the Hugoton field, where the Kansas 
rder applies. Thus we are not confronted with the clear-cut issue 
of rate-making policy which the Commission could then dispose of 
in a straightforward and decisive fashion. Rather, Northern has 
elected to rely entirely on the contention that, to give full validity 
and effect to the State commission’s order, we are legally bound and 
required to make the attribution in question. 

I cannot subscribe to this view of the law. The validity of the 
Kansas order is not in question here. Similar orders of the Okla- 
homa Corporation Commission have been upheld by the Supreme 
Court of the United States as a proper exercise of the conservation 
authority of the State There can be no doubt that the Kansas 
order, as a lawful conservation measure within the competence of 

8 Cities Service Gas Co. v. Peerless Oil & Gas Co., et al., 340 U. S. 179 (1950) ; Phillips 
Petroleum Co. v. State of Oklahoma, et al., 340 U. S. 190 (1950). The court concluded 
that the Oklahoma order did not come within the ban of the Commerce Clause, since there 


was no discrimination against or undue burden upon interstate commerce. C/., H. P. Hood 
€ Sons, Inc. v. Du Mond, 336 U. S. 525 (1949). 
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the Kansas Commission,® stands on firm ground within the range 
of its proper application. But this does not—and cannot-—mean that 
a State agency may by its action circumscribe the jurisdiction which 
the Congress has conferred upon this Commission to regulate the 
resale rates of natural gas which is transported and sold in interstate 
commerce, 

In the Peerless case, Mr. Justice Clark, speaking for a unanimous 
Court,” was careful to point out that the question whether State or 
Federal] authority would prevail in the event of a direct conflict between 
the undoubted authority of the States over conservation in the produc- 
tion of natural gas and this Commission’s statutory jurisdiction over 
the interstate operations and resale rates of “natural-gas companies” 
was not resolved, or even reached." But it seems to me clear that, 
were the question to be squarely posed, there could be but one answer, 
which would have to give full weight and effect to the constitutional 
distribution of powers between the States and the Nation, and to the 
grant by Congress to this Commission of rate jurisdiction over natural 
gas in interstate commerce. 


This of course does not mean that this Commission would be with- 
out authority, in the exercise of its own discretion, to consider and 
weigh the lawful actions of duly constituted State authorities. On 
the contrary, if the Commission were, in a proper case, to follow what 


I think would be a more realistic approach to the treatment of pipe- 
line-produced gas for rate-making purposes, it could—and I should 
hope that it would—give great weight to, among other factors, the 
minimum prices established for gas by State agencies close to and 
fully familiar with local conditions in the producing areas. But this 
is a far different matter from the posture in which the instant proceed- 
ing is presented to us. 

We are, as I see it, limited to the record as it lies before us.* In 
these circumstances, and fenced in as we are by the legal position 
taken by Northern, I can only conclude with the majority that: “On 
the facts of this case * * * the actual cost of the gas to Northern is 
all that can be allowed.” It necessarily follows that certain adjust- 
ments which would otherwise be appropriate—for such items as ex- 
ploration and development costs and income taxes—cannot properly 
be made. 

®The Supreme Court of the State of Kansas has sustained an earlier order which is 
somewhat similar to that here involved, but which did not contain the requirement of at- 
tribution “for all purposes,” upon which Northern relies in this proceeding. Kansas 
Nebraska Natural Gas Co., Inc. v. State Corporation Commission, et al 
(1950), rehearing denied, 225 P. 2d. 1054 (1951). 

1©In both of the Oklahoma cases Mr. Justice Black was “of the opinion that the alleged 
federal constitutional questions are frivolous and that the appeal therefore should be 
dismissed.” 

11 Cities Service Gas Co. v. Peerless Oil & Gas Co., et al., 340 U. 8. 179, 188. 


12 See discussion in dissenting opinion in docket Nos. G-627 and G—635, City of Pittaburgh 
v. Pittsburgh and West Virginia Gas Co., et al., 7 F. P. C. 112, 135 at pp. 136-137 (1948). 
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or 


There are a few other matters concerning which 1 would place a 
somewhat different emphasis than does the opinion of the Commis- 
sion. Thus, it seems to me that we could well recognize more frankly 
the impact of the opinion of the Court of Appeals for the Third 
Circuit in Colorado-Interstate Gas Company v. Federal Power Com- 
as establishing the legal right of a pipeline to file tariffs 
applicable to sales for resale for industrial use only. I agree, how- 
ever, that Northern has not in this case succeeded in its attempt thus 
to insulate itself against our rate suspension power." 


NLSStOV I 


Likewise, and with respect to a somewhat related matter, I am not 
entirely satisfied with the rather casual and perhaps over-simplified 
treatment of the allocation of costs between jurisdictional and non- 
jurisdictional business—although the differences between Northern 
and the staff are comparatively slight in this respect—or with the 
relative weights assigned to the demand and commodity components 
of the rates prescribed. ‘To me it seems that to give undue emphasis 
to the demand element, particularly in the cases of pipelines having 
such extremely high load-factors as Northern’s, adds an artificial and 
exaggerated incentive for the making of dump sales of natural gas 
for industrial uses. Perhaps here, too, fresh, less conventional and 
more practical approaches are called for if economically sound results 
are to be secured.” 

Notwithstanding these differences of emphasis, however, I am satis- 
fied that, in the light of this record, the Commission has arrived at 
a generally satisfactory end result. I therefore concur in the findings 
and order herein. 


Issued: June 11, 1952. 

Wimeerty, Commissioner, dissenting: 

I dissent from this order because I cannot agree with the majority 
in their failure to recognize a conservation order of the Kansas Cor- 
poration Commission governing natural gas produced by Northern 
Natural Gas Co. from its own controlled acreage in the Hugoton field 
in the State of Kansas. The Commission has, in effect, told the State 
of Kansas that the conservation orders issued by its regulatory author- 
ity, the Kansas Corporation Commission, are meaningless if they 
tread on the toes of this federal agency even though such conservation 
measures are designed to protect and augment the gas service of all 
consumers—interstate and intrastate—who are supplied from that 
field. 


a 


123185 Fed. 2d. 357 (1950). 

“This gap in the Commission's regulatory authority is, I think, undesirable. The cure 
lies in an appropriate amendment of the Natural Gas Act. See Testimony on Amendments 
to the Natural Gas Act, H. R. 4051, before the Senate Committee on Interstate and Foreign 
Commerce, 80th Cong., 2d Sess. (1948); also 3lst Annual Report of the Federal Power 
Commission (1951), p. 144 (Recommendation 5). - 

% See Natural Gas Investigation, docket No. G-580, Report of Commissioners Smith and 
Wimberly. Part VI. 
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The majority has made an effort to brush off lightly the minimum 
price order of the Kansas Commission. It gives lip service to state- 
enforced conservation but the end result is that the State of Kansas 
is told to keep up the good work so long as there is no impact on the 
costs of natural gas companies under our jurisdiction which produce 
any part of their own natural gas. 

The Kansas Corporation Commission on February 21, 1951, adopted 
an order, which was amended March 8, 1951, requiring all persons 
causing gas to be taken from the Kansas Hugoton field to attribute 
a fair and reasonable minimum value of not less than 8 cents per thou- 
sand cubic feet at the well-head for the purpose of conservation and 
prevention of waste of gas in and from the Hugoton field. This order 
is similar to an order adopted by the Corporation Commission of the 
State of Oklahoma, which was upheld to be a valid exercise of state 
power by the United States Supreme Court.’ 

While the Supreme Court did state in the Oklahoma cases that the 
question of conflict between state and federal regulation was not made 
an issue, it pointed out that a legitimate local interest was involved 
and that a state is justifiably concerned with preventing rapid and 
uneconomic dissipation of one of its chief natural resources. 

The majority not only fails to recognize this local interest but it 
closes its eyes to the fact that interstate consumers hundreds of miles 
from producing gas wells have just as much stake in the enforce- 
ment of sound conservation practices as any producing-state interest. 
To ignore the Kansas order here in question is to say to the regulatory 
and conservation commissions in the producing states that they do 
not know what they are talking about when they tell us that it is 
difficult equitably to conserve and produce natural gas when, through 
a rate-making process, it is stripped of any value whatsoever. Sooner 
or later the myth that the consumer is being unduly burdened when 
some degree of value is placed on produced gas is going to be 
exploded. 

I simply cannot go along with an order that serves notice on State 
conservation commissions that the Federal Power Commission will 
tell them just what they can do and how far they can go in enforcing 
conservation orders when natural gas moves in interstate commerce. 
The question is not, as has been inferred, that this Commission is asked 
to submit to the Kansas order in fixing the interstate rates of Northern 
Natural. I do not think it is too much to expect that the federal 
agency give proper weight to the state order when it is made abun- 
dantly clear it applies to all gas produced in the Kansas Hugoton field, 
whether such gas is consumed locally or in distant interstate markets. 
Unless we challenge the wisdom of the Kansas Commission when it 





1 Qities Service Gas Co. v. Peerless Oil & Gas Co., 340 U. S. 179 (1950) ; Phillipe Petro- 
leum Co. v, State of Oklahoma, 340 U. 8S. 190 (1950). 
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clares that a minimum price determination for natural gas at the 
ellhead is an effective and proper conservation agent, we will be 
ying in effect that the interstate consumer may receive the rewards 
F conservation measures but we will see to it that any costs charge- 
)le thereto will have to be paid by the local consumer. 

It is not hard for consumers who are paying $1.00 or more per 
ousand cubic feet to understand the necessity of conserving natural 
is. It is a very difficult matter, however, for the State of Kansas 
. enforce conservation regulations when this same natural gas is 
ithdrawn from the fields without so much as one-tenth of one mill 
f value per thousand cubic feet assigned to it. 

We cannot refuse to recognize the local interests involved without 
opardizing the future welfare of all natural gas consumers. The 
atural Gas Act was enacted not to deprive a state of any authority 
it to supplement it. The power over production and gathering of 
is is a state function, as was so clearly pointed out by the United 
tates Supreme Court in the Panhandle case when it stated that 
ongress intended to keep the Commission’s hands out of local func- 
ons and it would not by “an extravagant, even if abstractly possible, 
ode of interpretation push powers granted over transportation and 
ites so as to include production.” * 

The suggestion that the Kansas order is an attempt to fix rates at 
hich gas may be sold outside its borders is without foundation. It 
mply establishes a minimum value below which gas cannot be pro- 
uced in the Kansas Hugoton field, regardless of whether it is con- 
imed locally or subsequently moves in interstate commerce. Other 
atters that must be determined in the fixing of rates, including re- 
im on investment, are of no concern to the State of Kansas. Indeed, 
1is does not mean, by recognition of the Kansas order, that all costs 
sociated with production can be included in the rate base or expense 
ccounts of the company in the determination of rates. Under the 
iajority decision all such costs are allowed but I would strike them 
1 a decision recognizing the Kansas conservation order. 

The action of the majority in its failure to give effect to the State 
f Kansas order can be construed as an effort by this Commission to 
ullify that State’s conservation program. We have no authority in 
his most essential task of conservation of natural gas. That is an 
rea in which the states are acting and I am convinced we must follow 
nd support them in their efforts to conserve this valuable and dimin- 
shing natural resource or go to the Congress and seek such authority 
or ourselves—or perhaps for some other Federal agency. 

Issued: June 11, 1952. 


* Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 498 (1950). 
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RATE SCHEDULE CD-1 
CONTRACT DEMAND SERVICE 
(Town Border Delivery ) 


1. Availability.—This rate schedule is available to the purchaser, hereinafter 
called the Gas Utility, for a community where the Gas Utility’s distribution 
system is connected to and receives natural gas from the pipeline system of 
Northern, and where the Gas Utility purchases Contract Demand under North- 
ern’s Service Agreement for “CD-1” Rate Schedule. 

2. Applicability and Character of Service.—This rate schedule shall apply to 
ull natural gas delivered by Northern to Gas Utility on a firm basis. Service 
rendered under this rate schedule, up to the Contract Demand, shall be firm 
and shall not be subject to curtailment or interruption except as provided in 
sections (7.1) and (7.2) of this rate schedule and in sections (12) and (15.1) 
of the General Terms and Conditions. 

3. Rate—Demand Charge: $1.30 per month per M. ¢. f. of Billing Demand. 
Commodity Charge: 15 cents per M. c. f. of gas delivered. 

4. Minimum Bill—The Demand Charge for the month. 

5. Contract Demand.—The Contract Demand shall be the maximum daily 
volume of natural gas Northern is obligated to deliver to the Gas Utility and shall 
be the maximum daily volume of gas the Gas Utility is entitled to receive under 
this rate schedule, except as provided in sections (7.1) and (7.2) of this rate 
schedule and section (12) of the General Terms and Conditions. The Contract 
Demand shall be agreed upon by Northern and the Gas Utility and set forth in 
the Executed Service Agreement and in the Index of Communities and Contract 
Demands in Sheets Nos. 46 through 53 of this Tariff. 

6a. Billing Demand.—The Billing Demand in effect for a billing month in a 
particular community or billing group served by Gas Utility shall be the maxi- 
inum volume of gas delivered by Northern to the Gas Utility under this rate 
schedule on any day of such month, but not less than 80 percent of the Contract 
Demand, nor more than the Contract Demand. 

6b. Group Billing.—The grouping of communities for billing purposes (includ- 
ing the imposition of penalties as provided in paragraph (7a.1) hereof) where 
they are served by a single Gas Utility and located within an area of reasonable 
extent, will be permitted when the influence of such grouping does not result 
in unreasonable discrimination, require the additional looping of branch lines, 
detract from Northern’s ability to deliver the Contract Demand Volumes to all 
other communities or adversely affect Northern’s pipeline operations. 

7. Demand Charge Adjustments. 

7.1 Credit for Delivery Deficiency—On any day when Northern does not de- 
liver the full actual natural gas requirements of any billing group of the Gas 
Utility within the Contract Demand, because Northern did not maintain the 
delivery pressure equal to or greater than it is obligated to maintain, then the 
demand charge otherwise payable during the month in which such day occurs 
shall be reduced by an amount equal to the difference between the Contract 
Demand and the volume of gas actually delivered on such day, multiplied by 
4.33 cents per M. c. f. 

7.2 Credit for Voluntary Operation of Gas Utility’s Peak-Shaving Facilities at 
Northern’s Request.—On any billing day when Northern is, or in its Judgment 
may be, unable to deliver the full Contract Demand volume to any Gas Utility 
for any billing group requiring such volume on such day, Northern may request 
any Gas Utility to voluntarily operate its peak-shaving facilities. If the Gas 
Utility advises Northern that its elects to so operate its faciliies, then the Gas 
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ility’s right to take the Contract Demand volume for the particular billing 
yup shall be reduced for such day by the volume of gas that Northern and the 
s Utility agree is to be made by the Gas Utility on such day. To the extent 
it the volume of gas actually taken by the Gas Utility from Northern on such 
y for such billing group is reduced below the Contract Demand for such 
ling group, the demand charge otherwise papable during the month in which 
ch day occurs shall be reduced by an amount equal to the sum of the following: 
(a) $2 per M. ec. f. of equivalent 1,000 B. t. u. gas up to but not exceeding 
e volume the Gas Utility agreed with Northern to make on such day, and 

(b) 4.33 cents per M. c. f. multiplied by the difference between Contract 
*mand and the volume of gas actually delivered on such day. 

7a. Penalty for Unauthorized Takes in Excess of Contract Demand. 

7a.1 Amount of Penalty.——Any volume of gas taken by a Gas Utility in excess 
the Contract Demand in any day following the day on which Northern notifies 
e Gas Utility (by telephone, telegraph or otherwise) that the receipt of gas by 
e Gas Utility is to be limited to the Contract Demand, and until Northern 
itifies the Gas Utility that the limitation has been removed, shall be considered 
; unauthorized overrun gas taken under this rate schedule. Northern shall 
ll, and the Gas Utility shall pay, for such unauthorized overrun gas at the 
llowing rates, in addition to the commodity charge: 





2 per M. c. f. for such overrun gas up to and including the larger of 3 

sreent of the Contract demand, or 50 M. c. f. 

$10 per M. c. f. for additional volumes of overrun gas. 

The payment of an overrun penalty shall not, under any circumstances, be 
msidered as giving any Gas Utility the right to take unauthorized overrun 

ylumes, nor shall such payment be considered to exclude or limit any other 
medies available to Northern or another Gas Utility against the offending 
as Utility for failure to comply with its obligations to stay within its Contract 
emand for all communities when Step 5 curtailment (Contract Demand) is 
rdered into effect. 

All such penalties shall be collected and retained by Northern and shall not 
e refunded to the Gas Utilities, except as provided in paragraph (7a.2) 
ereof. 

7a.2 Waiver of Penalties Under Conditions of Force Majeure.—Northern shall 
ot have the right to waive the penalty for unauthorized overrun volumes under 
ny circumstances, except where unauthorized overrun volumes were taken 
ecause of a force majeure gas operating situation of the Gas Utility. Such 
ituation shall be deemed to exist when the unauthorized overrun volumes taken 
vere due to accident or to breakage of pipelines, machinery, or equipment of the 
mas Utility, fires, floods, storms, strikes, riots, legal interferences, acts of God 
r the public enemy, or without limitation by enumeration, any other cause 
eyond the reasonable control of the Gas Utility, other than as provided in the 
hird paragraph of this section (7a.2) : Provided, however, The Gas Utility shall 
romptly and diligently take such action as may be necessary and practicable 
inder the then existing circumstances to repair or otherwise remedy such 
‘ituation. 

The Gas Utility shall notify Northern at once, by phone or wire, whenever 
such force majeure gas operating situation arises as a result of which the Gas 
Utility proposes to request waiver of the penalty for unauthorized overrun gas, 
ind shall furnish proof in writing satisfactory to Northern, that such unauthor- 
ized overrun was the direct result of such force majeure gas operating situation. 

Northern shall not have the right to waive such penalties when the un- 
authorized overrun is occasioned by deliveries to large volume consumers, except 
and unless permissible deliveries are made to large volume consumers on a day 
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in which a force majeure operating situation occurred, and such otherwise per- 
missible deliveries occurred before the Gas Utility was aware of the existence 
of the force majeure operating situation. 

8. Limitation on Total of Contract Demands.—Northern agrees that the total 
of the effective Contract Demands shall not be greater than Northern’s pipeline 
delivery capacity required to supply such total demands. 

9. Heat Content.—Refer to paragraph (1) of the General Terms and 
Conditions. 

10. Measurement Base.—Refer to paragraph (1) of the General Terms and 
Conditions. 

11. Applicable Terms and Conditions.—This Rate Schedule CD—1 shall be sub- 
ject to the provisions of paragraph (1) through (13.10), inclusive, of the Gen- 
eral Terms and Conditions of First Revised Volume No. 2 of Northern's F. P. C. 
Gas Tariff. 

CANCELLATION OF SECOND REVISED SHEET NO, 12 


Second Revised Sheet No. 12 of the F. P. C. Gas Tariff, First Revised Volume No. 
2, of Northern Natural Gas Company is hereby canceled. 


RATE SCHEDULE R-1 
INTERRUPTIBLE OVERRUN SERVICE 
(Town Border Delivery ) 


1. Availability —This rate schedule is available to any purchaser (hereinafter 
called Gas Utility) for the purchase of natural gas from Northern Natural Gas 
Company (hereinafter called Northern) when Gas Utility is purchasing gas from 
Northern under Northern's Rate Schedule CD-1. 

2. Applicability and Character of Service.—This rate schedule shall apply te 
all natural gas delivered by Northern to the Gas Utility in excess of the Contract 
Demand except during such days in which Northern orders Gas Utility to cur- 
tail completely the taking of gas under this rate schedule. Service rendered 
under this rate schedule shall be subject to curtailment or interruption. 

3. Rate——17 cents per M. c. f. delivered. 

4. Minimum Bill.—None. 

5. Determination of Deliveries.—The volume of gas delivered under this rate 
schedule during any day when gas is available hereunder shall be the volume 
of gas delivered to Gas Utility in excess of the Contract Demand for a billing 
group (herein called “overrun” gas): Provided, however, That on any day 
tor which Northern has ordered complete curtailment of service to a Gas Utility 
under this rate schedule, all gas taken by Gas Utility shall be considered as 
delivered under Northern’s Rate Schedule CD-1. 

6. Procedure for Curtailment of Service Under This Rate Schedule.—Service 
rendered under this rate schedule shall be subject to curtailment by Northern 
in the following order: 

Step 1: Curtail or discontinue deliveries of overrun gas for the gas require- 
ments of such existing and new large volume consumers whose maximum daily 
requirements are more than 12,000 M. ¢c. f. per day: Provided, however, That the 
gas requirements of any existing consumer for whose requirements Northern 
received 141% cents per M. ¢. f. from the Gas Utility immediately prior to 
October 27, 1947, and of direct customers of Northern taking D-1 gas, immedi- 
ately prior to said date, shall be curtailed and deliveries limited to not more 
than 12,000 M. ¢. f. per day under this step. 
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Step 2: Curtail or discontinue deliveries of overrun gas for the gas require- 
ents of such large volume consumers: (a) Who were supplied gas through 
e Gas Utility under Northern’s class D-1 priority, immediately prior to Oc- 
ber 27, 1947; (b) which were direct customers of Northern taking priority 
ass D-1 gas immediately prior to October 27, 1947; and (c) new large volume 
nsumers whose normal monthly requirements are more than 20,000 M. ec. f. 

Step 3: Curtail or discontinue deliveries of overrun gas for the gas require- 
ents of such large volume consumers: (a) Who were supplied gas through the 
as Utility under Northern’s class C-—1 priority immediately prior to October 
', 1947; (b) which were direct customers of Northern taking C-—l gas im- 
ediately prior to October 27, 1947; and (c) new large volume consumers whose 
rmal monthly requirements are between 10,000 and 20,000 M. ¢. f 
Step 4: Curtail or discontinue deliveries of overrun gas for the gas require- 
ents of such large volume consumers: (a) Who were supplied gas through the 
as Utility under Northern’s class B-1 priority, immediately prior to October 
i, 1947; (b) which were direct customers of Northern taking B-1 gas im- 
iediately prior to October 27, 1947; and (c) new large volume consumers whose 
ormal monthly requirements are less than 10,000 M. e¢. f. 

Step 5: When curtailment of overrun gas is necessary beyond that set out in 
tep 1 through Step 4 above, then the Contract Demand shall be put into effect. 
Vhen the Contract Demand is ordered into effect, deliveries to direct inter- 
uptible customer loads of Northern shall be discontinued. 

When any of the curtailment Steps 1 through 4 are in effect in an area, de- 
iveries to direct interruptible customer loads of Northern in such area shall 
e ordered curtailed to the same curtailment step that has been ordered into 
ffect for the Gas Utilities in such area. 

As much advance notice of the effective time of curtailment orders covering 
‘teps 1 to 4, inclusive, shall be given as is practicable under the circumstances at 
he time, and a minimum of 12 hours’ advance notice of the effectiveness of 
‘step 5 shall be given when practicable. 

As used in this section (6) the word “existing” shall mean existing on Oc- 
ober 27, 1947, as a consumer served by the pipeline system of Northern either 
is a direct customer of Northern or as a customer of the Gas Utility and the 
vord “new” shall mean added after October 27, 1947, as a consumer served by 
he pipeline system of Northern. 

7. Penalties for Violation of Curtailment Orders. 

7.1 Amount of Penalty.—Any volume of gas taken by a Gas Utility under this 
‘ate schedule in excess of the volume permitted under the curtailment step 
rrdered by Northern for a billing group for any day following the day on which 
Northern notifies the Gas Utility (by telephone, telegraph or otherwise) that 
the receipt of gas by the Gas Utility shall be limited to such curtailment step 
under the provisions of section (6) hereof, shall be considered as unauthorized 
verrun volume taken under this rate schedule. Northern shall bill, and the 
as Utility shall pay, for such unauthorized overrun gas at the rate of $1 per 
M. c. f.: Provided, however, That the penalty shall not apply unless two or more 
hours’ notice of curtailment has been given prior to the beginning of the af- 
fected day: And provided further, That the penalty shall not apply if the total 
lake of the Gas Utility on such day is less than the larger of: 

(a) 103 percent of the Contract Demand. 

(b) The Contract Demand plus 50 M. ec. f. 

On or before the first day of each calendar month, the Gas Utility shall fur- 
nish Northern a statement of the deliveries, computed on the measurement basis 
provided by this tariff, to all large volume customers covered by Steps 1, 2, 3 
and 4, for each day in the previous billing month. 





164 FEDERAL POWER COMMISSION 


The payment of an overrun penalty shall not, under any circumstances, be 
considered as giving any Gas Utility the right to take unauthorized overrun 
volumes, nor shall such payment be considered to exclude or limit any other 
remedies available to Northern or another Gas Utility against the offending 
Gas Utility for failure to comply with its obligation to stay within its Contract 
Demand for all communities when Step 5 curtailment (Contract Demand) is 
ordered into effect. 

All such penalties shall be collected and retained by Northern and shall not 
be refunded to the Gas Utilities, except as provided in paragraph (7.2) hereof. 

7.2 Waiver of Penalties Because of Force Majeure.—Northern shall not have 
the right to waive the penalty for unauthorized overrun volumes under any 
circumstances, except where unauthorized overrun volumes were taken because 
of a force majeure gas operating situation of the Gas Utility. Such situation 
shall be deemed to exist when the unauthorized overrun volumes taken were 
due to accident to or breaking of pipelines, machinery or equipment of the 
Gas Utility, fires, floods, storms, strikes, riots, legal interferences, acts of God 
or the public enemy, or without limitation by enumeration, any other cause be- 
yond the reasonable control of the Gas Utility, other than as provided in the 
third paragraph of this section (7.2) : Provided, however, The Gas Utility shall 
promptly and diligently take such action as may be necessary and practicable 
under the then existing circumstances to repair or otherwise remedy such 
situation. 

The Gas Utility shall notify Northern at once, by phone or wire, whenever 
such a force majeure gas operating situation arises as a result of which the 
Gas Utility proposes to request waiver of the penalty for unauthorized overrun 
gas, and shall furnish proof in writing satisfactory to Northern, that such au- 
thorized overrun was the direct result of such force majeure gas operating 
situation. 

Northern shall not have the right to waive such penalties when the unau- 
thorized overrun is occasioned by deliveries to large volume consumers, except 
and unless permissible deliveries are made to large volume consumers on a 
day in which a force majeure operating situation occurred, and such otherwise 
permissible deliveries occurred before the Gas Utility was aware of the existence 
of the force majeure operating situation. 

8. Heat Content.—Refer to paragraph (1) of the General Terms and Conditions. 

9. Measurement Base.—Refer to paragraph (1) of the General Terms and 
Conditions. 

10. General Terms and Conditions.—Sections (1) through (13.10) of the Gen- 
eral Terms and Conditions are applicable to this rate schedule and are hereby 
made a part hereof. 


CANCELLATION OF SECOND REVISED SHEET NO, 13 


Second Revised Sheet No. 13 of the F. P. C. Gas Tariff, First Revised Volume 
No. 2, of Northern Natural Gas Company is hereby canceled. 


CANCELLATION OF SECOND REVISED SHEET NO. 14 


Second Revised Sheet No. 14 of the F. P. C. Gas Tariff, First Revised Volume 
No. 2, of Northern Natural Gas Company is hereby canceled. 


GENERAL TERMS AND CONDITIONS 


The average gross heating value of the gas is expected to approximate 1,000 
Bb. t. u. per cubic foot. However, if, in any month, the arithmetic average of 
hourly gross heating values of the gas as delivered hereunder shall be less than 
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975 or more than 1,025 B. t. u. per cubic foot, then the volume of gas measured 
hereunder during such period shall be decreased in proportion to the decrease 
below 975 or increased in proportion to the increase above 1,025 B. t. u. per cubic 
foot as the case may be. 

(1-b-6) Supercompressibility Determination of supercompressibility of nat- 
ural gas at measurement pressures shall be made by Northern at Northern’s 
Omaha Central Laboratory and Testing Shop at intervals of 3 months or as 
much oftener as found necessary in practice, and the correction factor so deter- 
mined shall be used in the computation of deliveries until the next test. 

(1—b-7) Northern’s Equipment.—Northern shall test, and adjust to par 
accuracy, at reasonable intervals, all equipment used in making the determina- 
tions of factors used under the provisions of this section (1). Such equipment 
shall, at all reasonable times, be subject to test or inspection by a representative 
of the Gas Utility in the presence of a representative of Northern, and if found 
to be inaccurate, shall be corrected to par accuracy at the time of test. 

(2) Meters. 

(2-a) Town Border Meter.—The gas delivered by Northern to the Gas Utility 
shall be measured by an adequate meter or meters of standard type, installed, 
operated and maintained by Northern at its sole expense at or near the delivery 
point, or as otherwise mutually agreed to by the Gas Utility and Northern, if 
necessitated by special or peculiar circumstances. When more than one town 
Border Meter is used for Town Border measurement of gas, the term: “Town 
Border Meter” 
used for that purpose. 


shall be construed to mean and include all such meters as are 


CANCELLATION OF SECOND REVISED SHEET NO. 27 


(9) Paragraph 9 entitled “Volumes in Excess of the Contract Demand” trans- 
ferred to Prescribed Original Sheets Nos. 12a, 12b of Northern Natural Gas 
Company F. P. C. Gas Tariff, First Revised Volume No. 2. 


CANCELLATION OF SECOND REVISED SHEET NO. 28 


(9) Paragraph (9) entitled “Volumes in Excess of the Contract Demand” 
transferred to Prescribed Original Sheets Nos. 12b and 12¢ of Northern Natural 
Gas Company F. P. C. Gas Tariff, First Revised Volume No. 2. 


CANCELLATION OF SECOND REVISED SHEET NO. 29 


(9) Paragraph (9) entitled “Volumes in Excess of the Contract Demand” 
transferred to Prescribed Original Sheet Nos. 5a and 12¢ of Northern Natural 
Gas Company F. P. C. Gas Tariff, First Revised Volume No. 2. 


CANCELLATION OF SECOND REVISED SHEET NO. 30 


(9) Paragraph (9) entitled “Volumes in Excess of the Contract Demand” 
transferred to Prescribed Original Sheet No. 5b, 5c, 12d and of Northern Natural 
Gas Company F. P. C. Gas Tariff, First Revised Volume No. 2. 

(10) Paragraph (10) entitled “Limitation on New Requirements, Limitation 
of Deliveries and Determination of Authorized Summer Demands,” previously 
in effect was cancelled as of February 6, 1951. 

(11) Paragraph (11) entitled “Group Billing” transferred to Prescribed 
Second Revised Sheet No. 5 of Northern Natural Gas Company F. P. C. Gas Tariff 
First Revised Volume No. 2. 

(12) Limitation on Northern’s Obligation to Sell and Deliver Gas: .(12-a) 
Right to Reduce Deliveries Below the Contract Demand From April to October: 
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(12-a-1) Northern shall have the right to reduce deliveries of gas hereunder 
during the billing months of April to October, both inclusive, below the Contract 
Demand whenever and to the extent that in Northern’s judgment it is necessary, 
to permit maintenance, repair, overhaul, replacement or construction of pipe 
lines, compressor, metering, regulating and other production, gathering and 
transmission facilities and equipment, provided any such reduction in deliveries 
by Northern, except for conditions beyond its reasonable control (as set forth 
in paragraph (13.1) of the General Terms and Conditions), shall not operate 
to impair the ability of the Gas Utility to supply the needs of its residential 
and small volume commercial and industrial consumers. 

(12-a-2) Northern agrees that when deliveries are reduced below the Con- 
tract Demand, as provided in this paragraph (12-a-1), deliveries to direct in- 
terruptible customers of Northern shall be discontinued. 


CANCELLATION OF SECOND REVISED SHEET NO. 335 


Second Revised Sheet No. 33 of the F. P. C. Gas Tariff, First Revised Volume 
No. 2 of Northern Natural Gas Company is hereby canceled. 

The following paragraphs (14 through 21) are applicable only to Rate Sched- 
ules F-1, I-1, 1-2, 1-3. 

(14) Utility Information.—On or before the 5th day of each calendar month, 
the Gas Utility shall furnish Northern a statement showing such information as 
to the Gas Utility’s customers and gas sales, as, in Northern’s judgment, is 
necessary for billing gas delivered during the preceding month. Northern shall 
have the right, at all reasonable times, to audit the Gas Utility’s records cover- 
ing information furnished by the Gas Utility as a basis for billing under North- 
ern’s rate schedules. 

(15) Eligibility of Interruptible Consumers.—The Gas Utility shall not under- 
take or agree to supply the requirements of any additional consumer or extend 
the period of service to any existing consumer under any interruptible rate 
schedule: 

(15-a) Unless the Gas Utility has furnished Northern, in advance of any such 
commitment to render service, complete information concerning the proposed 
use of natural gas, including the consumer's ability to discontinue the use of 
gas in case of necessary curtailment or interruption, and * * * 
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IN THE MATTER OF 
PANHANDLE EASTERN PIPE LINE COMPANY 


Proceeding Upon Application for Order Permitting Partial 
Abandonment of Natural Gas Service 


Docket No. G—1725 
(Adopted June 17, 1952; Issued June 20, 1952) * 
Syllabus 


Commission finds that Panhandle’s availabie natural gas supply is not depleted 
to the extent that continuance of service is unwarranted, as provided by 
section 7 (b) of Natural Gas Act. P. 168 

Panhandle fails to make statutory showing that proposed cutback at Detroit 
will result in benefits to consuming public along its line which would offset 
injury and damage to consuming public in territory served by Michigan- 
Consolidated and Michigan-Wisconsin. P. 170. 

Application of Panhandle for partial abandonment of service in Detroit area 
is denied, since public convenience and necessity require use of gas which 

P. 173 


Panhandle seeks to take away from Michigan-Consolidated. 73. 


Decision of presiding examiner, 11 F. P. C. 575, affirmed and adopted by Com- 
mission, except to the extent it is inconsistent with this opinion. P. 173. 
John S. L. Yost, Baker & Daniels, Steptoe & Johnson, and Scott 

: Littman for Panhandle Eastern Pipe Line Co. 
Bernard A. Foster, Jr... Howell Purdue, and Louis Flax for the 


‘ederal Power Commission staff. 
YY THE COMMISSION : 


MEMORANDUM OPINION 


In this proceeding, Panhandle Eastern Pipe Line Co. (Panhandle) 
eks an order permitting and approving the partial abandonment of 
s natural-gas service to Michigan Consolidated Gas Co. (Michigan 
‘onsolidated) at Detroit, Mich., on and after January, 1952. Pan- 
andle proposes to reduce its deliveries from 125,000 M. c. f. per day 
» 87,500 M. c. f. per day, which would be a reduction of 37,500 M. c. f. 


er day. On an annual basis, the reduction would be approximately 
*Designated Commission opinion No. 229. (See supplemental opinion No. 229A, infra, 
. 364.) 

LNOTE:] This opinion was reversed, 204 F. 2d 925, (C. C. A. 3, 1953). 
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13,687,500 M. c. f., from 45,625,000 M. c. f. to 32,000,000 M. c.f. The 
contract between Panhandle and Michigan Consolidated covering 
deliveries at Detroit, by its terms, was to expire December 31, 1951, 
upon 18 months’ notice, which was given by Panhandle on May 25, 
1950. 

On February 28, 1952, following a hearing, the presiding examiner 
made the initial decision in this matter, 11 F. P. C. 575, whereby Pan- 
handle’s application was denied. On May 26, 1952, the matter came 
on for oral argument before us on exceptions of Panhandle to that 
decision, and was submitted for consideration and decision. 

After due deliberation on the evidence introduced at the hearing, 
the exceptions, the briefs on file, and the oral arguments, we agree with 
and adopt the findings and conclusions reached by the presiding ex- 
aminer in his decision and with the reasons and basis therefore, except 
to the extent that they are inconsistent with this opinion. 

Section 7 (b) of the Natural Gas Act provides as follows: 

No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by means 
of such facilities, without the permission and approval of the Commission first 
had and obtained, after due hearing, and a finding by the Commission that the 
available supply of natural gas is depleted to the extent that the continuance 
of service is unwarranted, or that the present or future public convenience or 
necessity permit such abandonment. 

Respecting the first of the two statutory prerequisites for an aban- 
donment of service, the evidence shows, and we find, that Panhandle’s 
available natural-gas supply is certainly not “depleted to the extent 
that the continuance of service is unwarranted.” Indeed, Panhandle 
does not even claim that a depletion in the supply of gas has taken 
place. The record shows that since Panhandle obtained a certificate 
for its so-called “C” facilities, on June 11, 1948, it has increased its 
available reserves in the Panhandle and Hugoton fields. In our order 
In Re Trunkline Gas Supply Co., et al., docket Nos. G-882, G-1317, 
G-1152, 9 F. P. C. 721, we found that Panhandle then possessed an 
adequate supply of natural gas originating in the Panhandle and 
Hugoton fields for at least a 20-year period for a project having 
a sales capacity of 55,000 M. c. f. per day. Also, Panhandle now has 
a supplemental supply of gas from Trunkline of 250,000 M. ec. f. per 
day. For a statement of the recoverable gas reserves available to 
Panhandle and Trunkline, see our order of May 4, 1950, supra. Pur- 
suant to Commission authorization in that proceeding, the designed 
capacity of Panhandle’s pipeline was increased by 250,000 M. ec. f. 
per day to 800,000 M. c. f. per day; and, recently, by an additional 
50,000 M. c. f.," making the total designed capacity, 850,000 M. ec. f. 





* Temporary authorization granted August 14, 1951, in Re Panhandle astern Pipe Line 
Co., docket No. G—1705. 
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r day. Clearly, Panhandle has available to it an adequate supply 

natural gas and an adequate pipeline capacity to continue its 
esent deliveries of natural gas at Detroit. 

Respecting the second statutory prerequisite for allowing an aban- 
nment of service, the record is equally clear, and we find, that the 
esent and future public convenience and necessity do not permit 
e proposed abandonment of service. The presiding examiner has 
ude findings, which we adopt, as to the shortage of natural gas 
. the system of Michigan-Wisconsin Pipe Line Co. (Michigan-Wis- 
nsin) which would result if the Panhandle proposed reduction of 
rvice were allowed. The evidence establishes that in the event of 
e cutback, there would be an annual deficiency in meeting the firm 
ad on the Michigan-Wisconsin system of 4,155,480 M. c. f. and a 
‘esently existing annual deficiency of 8,505,080 M. c. f. in meeting 
e special industrial, or interruptible, load would be augmented by 
132,020 M. c. f. 

The presiding examiner pointed out that customer companies of 
ichigan-Wisconsin, primarily Michigan Consolidated, could manu- 
cture the requisite volume of gas to make up for the firm deficiency, 
id that by this means and the judicious use of Michigan Consolli- 
ited’s storage fields, the normal firm requirements could be met. In 
e first year of operation following the cutback, 3,292,000 M. ec. f. 
ould have to be manufactured in addition to the 4,155,480 M. ec. f. 
. order to bring the Lincoln-Freeman storage field up to base pres- 
ire, making a total volume of 7,447,480 M. c. f. to be manufactured 
ie first year. The presiding examiner found that the cost of sub- 
antially this volume of manufactured gas over and above a corre- 
nding volume of natural gas would be some $7,000,000. This 

a conservative figure. By other evidence in the record, the addi- 
onal cost of manufacturing such volume of gas would be as much 
3 $12,000,000. It is a justifiable conclusion that this added expense 
ould be passed on to the gas consumers of Detroit. Certainly, the 
ifliction of this great added cost upon either customer companies of 
lichigan-Wisconsin or consumers or both, would be contrary to the 
ublic convenience and necessity. 

In addition, there would be a lack of interruptible gas to meet 
dditional firm requirements in the event of abnormally cold heating 
“asons and emergency situations. 

Panhandle says that it has no obligation to the public served by 
istributors supplied by the Michigan-Wisconsin pipeline other than 
lichigan Consolidated. But the considerations of the public conven- 
nce and necessity in testing the abandonment are not restricted to 
hat portion of the public living in Detroit, and include, certainly, 
he impact on other areas as well. In the event of a cutback, it is 
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probable that, as the presiding examiner concluded, the reduction 
in the supply of Panhandle gas to Michigan Consolidated would be 
met by reductions in deliveries to all of the Michigan-Wisconsin cus- 
tomer companies, with the deleterious consequencies above noted. If, 
on the other hand, the effects of the cutback were visited upon the 
Detroit area alone, the public injury would be as great, or perhaps 
much greater. If Michigan Consolidated alone could not manufac- 
ture sufficient gas to meet the firm deficiency, that company would be 
required to reduce its deliveries to numerous firm industrial customers 
engaged in output for defense purposes. As a result, the making of 
deliveries of equipment contracted for by the military departments of 
the Department of Defense would be prevented or materially delayed, 
to the irreparable injury of the public. 

In its exceptions to the decision of the presiding examiner, Pan- 
handle complains that the presiding examiner received certain hearsay 
evidence, consisting of estimates of peak-day requirements of customer 
companies of Michigan-Wisconsin based on their responses to a ques- 
tionnaire of this Commission. “* * * we do not think the hearsay 
rule is applicable to administrative proceedings so long as the evi- 
dence upon which an order is ultimately based is both substantial and 
has probative value” (Montana Power Co. v. Federal Power Commis- 
sion, (App. D. C.), 185 F.2d 491, 498, cert. denied, 340 U. S. 947). 
In any event, the presiding examiner only made use of these esti- 
mates in finding that, should the cutback be allowed, there would, 
during the period March 1952 to March 1953, be a firm shortage of 
7,543,000 M. c. f. of gas with which to meet the storage schedule of 
Michigan-Wisconsin. And we come out with substantially the same 
figure when we limit ourselves to other evidence in the record which 
is not hearsay. 

Panhandle also complains that the presiding examiner, in his find- 
ing as to the volume of gas which would have to be manufactured, 
did not give effect to the factors of peak shaving, use of line pack 
and use of additional storage fields available to Michigan Consoli- 
dated. It is apparent that neither peak shaving nor use of line pack 
would lessen the annual volume of gas which customer companies 
would be required to manufacture. Making use of additional storage 
fields would increase, during the first year of operation, not decrease, 
the volumes of gas which would have to be manufactured, since, as 
the evidence shows, in order to use these fields, it would be necessary 
to inject gas into them so as to create a minimum base pressure. 

Panhandle argues that the public convenience and necessity require 
that the 37,500 M. c. f. of capacity be sold to Panhandle’s customers 
other than Michigan Consolidated. But Panhandle has made no 
showing that the needs of the consuming public served by these other 
customers for natural gas are greater than, or as great as, the needs 
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f the consuming public in the areas served by Michigan Consolidated 
nd Michigan-Wisconsin in the event of the cutback at Detroit. Or, 
ut another way, there is no showing of benefits to the consuming 
ublic along the Panhandle system, who would receive the gas should 
ne cutback be permitted, which would offset the injury and damage 
» the consuming public in the territory served by Michigan Consolli- 
ated and Michigan-Wisconsin. The record discloses that should 
he service at Detroit be reduced, a portion of the gas thereby released 
rould be “valley gas” on the system of Panhandle, which Panhandle 
ntends to sell to direct industrial customers, in part for electric gen- 
ration. We find that the proposed abandonment of service at De- 
roit is not permitted by the public convenience and necessity in other 
reas on the Panhandle system. 

Panhandle’s principal contention is that our opinions and orders 
n late 1946 and early 1947 Jn Re Michigan-Wisconsin Pipe Line Co., 
locket No. G-669, 5 F. P. C. 953, 993, 1022, 6 F. P. C. 91, determined 
“anhandle’s right to reduce deliveries to Michigan Consolidated com- 
nencing December 31, 1951; that the proceedings in docket No. G-669 
atisfied the requirements of section 7 (b) of the act; that Panhandle 
loes not have to establish that the public convenience and necessity 
ow permit the proposed abandonment of service; and that upon the 
trength of the docket No. G-669 proceeding, it is entitled to an order 
vermitting the abandonment without a further hearing. This posi- 
ion is erroneous. The question of permitting Panhandle to abandon 
ny portion of its service at Detroit under section 7 (b) of the act 
vas not before the Commission in that proceeding. The Commission 
vas there presented with the question of resolving differences between 
wo pipeline companies, Michigan-Wisconsin and Panhandle, over 
he sharing of the Detroit and Ann Arbor markets. The opinions 
ind orders in that proceeding did not even purport to deal with a 
ituation in the future where the primary consideration would be the 
‘ffect of an abandonment of service upon the general public conven- 
ence and necessity. ‘The Commission could not then presume to, and 
lid not, pass upon any such consideration in the year 1952 and there- 
ifter. We now have the question before us for determination for the 
irst time as to whether the abandonment of service is permitted by 
he public convenience and necessity. And since the evidence in the 
ecord establishes that they do not permit the abandonment, Panhan- 
lle’s application must be denied. 

Moreover, regardless of how the former opinions and orders are 
‘construed, we are still called upon to determine whether the public 
‘onvenience and necessity now allow the abandonment of service. 
Necessarily, the former orders could not foreclose such a determination. 
In the more than 5 years that have elapsed since they were made, the 
requirements of the Detroit market have increased tremendously over 
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what was estimated in 1946, in the docket No. G-669 proceeding. 
Michigan-Wisconsin then estimated that in 1951, the annual require- 
ments of firm consumers in the Detroit district would be 43,000,000 
M. c. f. (6 F. P. C. 13), whereas the evidence in the instant case dis- 
closes that actually, in the first nine months of 1951 alone, the firm 
requirements were approximately 58,000,000 M. c.f. And by Michigan 
Consolidated’s annual report to the Commission for 1951, the actual 
firm requirements for the full year were 82,443,569 M. c. f., nearly 
double what was estimated back in 1946. 

There is a further consideration that calls for mention respecting 
the docket No. G-669 proceeding. The order of March 12, 1947, 
6 F. P. C. 91, provided that upon the termination of Panhandle’s 
contract with Michigan Consolidated, 


upon mutually satisfactory terms, Panhandle is afforded reasonable opportunity 


to deliver and sell to Michigan Consolidated not less than [32,000,000 M. c. f. per 


year]. Further, Panhandle shall have the right to participate in the future 
growth of the Detroit * * * market[s] by being given the opportunity to deliver 
and sell such additional volumes of gas to Michigan Consolidated as the latter 
may require in excess of the volumes of gas then being contractually purchased 
by it from Panhandle and Michigan-Wisconsin, * * *. 

Thus, even if the order were to be construed so as to permit Pan 
handle to reduce its deliveries after December 31, 1951, to 32,000,000 
M. c. f. per year, Panhandle made no election within any reasonable 
period of time so to do. As late as June of 1949, in a certificate 
proceeding wherein Michigan-Wisconsin sought authorization to 
expand its pipeline capacity for serving the Detroit market, the chair- 
man of the board of Fanhandle testified before this Commission that 
the company had reached no conclusion as to its course of action. It 
was not until March 1950 that Panhandle gave any notice that it 
proposed to cut back its deliveries to 87,500 M. c. f. per day; and it 
was not until June 1951 that it filed its application in the instant 
matter. In the interim, the needs of the Detroit market had grown 
enormously, far beyond what was anticipated in 1946 and 1947. Pan- 
handle could not reasonably expect that the Commission, before per- 
mitting any abandonment of service, would not conduct a hearing for 
the purpose of determining whether, under currently existing condi- 
tions, considerations of the public convenience and necessity preclude 
approval of the abandonment. Such a hearing has now been held, 
and on the basis of the record made in this proceeding the Commission 
concludes that Panhandle has failed to make the showing required 
by section 7 (b) of the act before we may permit it to cut back 
deliveries in the manner which it has proposed. Beyond that we 
decide nothing as to the rights of the parties. 

?It is no answer to say that Panhandle’s contract with Michigan-Wisconsin required it 
to give only 18 months’ notice before December 31, 1951, as to whether it would terminate 


the contract. The public convenience and necessity which the Commission is called upon 
to consider are not governed or controlled by the law of private contracts. 
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Since the public convenience and necessity require the use of the 
is in the Detroit area which Panhandle seeks to take away from 
ichigan Consolidated, no other conclusion seems possible but that the 
yplication of Panhandle for partial abandonment of service should 
» denied. 

Upon consideration of the record herein, the Commission orders: 


(A) The initial decision of the presiding examiner, 11 F. P. C. 575, 


‘cept to the extent that it is inconsistent with the foregoing opinion, 
» and it hereby is affirmed and adopted as a part of our decision. 
(B) The application of Panhandle for an order permitting and 
pproving abandonment in part of its natural-gas service to Michigan 
onsolidated being rendered at Detroit, Mich., by reduction in service 
» 87,500 M. c. f. per day, on and after January 1, 1952, be and the 
ime hereby is denied. 


Adopted: June 17,1952. Issued: June 20, 1952. 


304039—5 


=! 
_ 





In THE MATTER OF 


NORTHERN NATURAL GAS CO. 
Application for Certificate of Public Convenience and Necessity 
Docket No. G-1618 
(Adopted June 18, 1952; Issued June 24, 1952)* 


Syllabus 


Commission requires Northern to file application for certificate of public 
convenience and necessity authorizing construction and operation of facilities 
it has erroneously classified as “gathering facilities,” since these facilities 
are to be used for jurisdictional transportation and sale of natural gas. 
P. 181. 

Northern is required to file a certificate application authorizing construction 
and operation of facilities it contends fall within exemption provisions of 
section 2.55 of Commission’s rules, or establish that a certificate is not 


ns 


required. P. 182. 

3. Record clearly shows that there is market and public demand for increased 
volumes of gas that will be available upon Northern’s system as a result 
of construction and operation of proposed facilities. P. 182. 

4. Commission finds it is in public interest to require Northern to supply 29,034 
M. ec. f. of natural gas per day to Minnesota Valley for communities it now 
serves and for four additional communities it proposes to serve. P. 184. 

>. Northern is required to make available to Coon Rapids, Iowa, contract demand 
allotments of 500 M. ¢ f. of natural gas per day and 480 M. c. f. per day to 
Guthrie Center. P. 185. 

. Commission imposes condition in order issuing certificate to require Northern 
to construct necessary branch pipeline facilities for delivering natural gas 
to the respective town border stations, as Northern’s rates are based upon 
its making delivery at such points and to require Minnesota Valley and 
Iowa communities to construct these lines would constitute an unfair dis- 


crimination in service. P. 186. 

. Northern’s contention that “impairment” clause of section 7 (a) of Natural 
Gas Act is a limitation upon Commission’s authority under sections 7 (c) 
and 7 (e) is rejected as section 7 (a) is not applicable to certificate proceed- 


“I 


ing under sections 7 (c) and 7 (e). PP. 187. 

8. Legislative history of section 7 (e) of Natural Gas Act indicates that Congress 
intended Commission should have authority to attach proper conditions to 
issuance of a certificate requiring a natural-gas company to provide service 
other than that proposed by it in its certificate application. P. 187. 

9. Commission does not construe holding in Panhandle case (337 U. 8. 498) as con- 
stituting a barrier to exercise of its authority under section 7 (e) of 





*Designated Commission opinion No. 230. (See supplemental opinion No. 230A, infra, 
p. 400.) 


174 
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Natural Gas Act to attach reasonable terms and conditions as required by 
public convenience and necessity. P. 194. 

10. Certificate issued to Northern upon condition that Northern commit firmly 
its natural gas reserves to rendition of service authorized and that it not 
sell or transfer such gas reserves so long as it is economically feasible to 
produce natural gas therefrom for rendition of service to be authorized. 
P. 197. 

SmitTH, Commissioner, concurring. 

Draper, Commissioner, dissenting. 


Lawrence I. Shaw, F. Vinson Roach, and Dale Te Kolste for North- 
ern Natural Gas Co. 

Bernard A. Foster, Jr., Norman A. Flaningam, Robert W. Perdue, 
and William R. Duff for Federal Power Commission staff. 


By tre Commission: 
OPINION 


This proceeding concerns an application filed in the above-entitled 
matter by Northern Natural Gas Co. (hereinafter referred to as appli- 
cant or Northern) on February 21, 1951, for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing the construction and operation of certain natural-gas 
transmission pipeline facilities subject to the jurisdiction of the 
Commission. 

In its application as initially filed, Northern proposed facilities 
designed to increase its system capacity north of Kansas from 600,000 
to 825,000 M. c. f. per day, an increase of about 37.5 percent,’ for the 
purpose of delivering and selling, upon a contract demand basis under 
its F. P. C. gas tariff, about 179,945 M. c. f. of additional natural gas 
per day to its connected utility customers, and about 17,725 M. c. f. of 
natural gas per day to unspecified customers. This proposal involved 
increasing Northern’s daily contract demand volumes from some 
567,798 M. c. f. to an estimated 768,468 M. c. f—an increase of about 
oo percent. 

The application as filed on February 21, 1951, was incomplete in 
imany respects.2. In response to a Commission request made on March 
23, 1951, Northern filed amendatory and supplemental matter on April 
50, May 7 and 31, June 15, 19, and 22, July 18 and 30, and October 25, 
1951. In these nine supplements to its application, and at the hear- 

1 Refers to capacity in terms of the volumes of natural gas (at 14.73 pounds per square 
inch absolute) that Northern’s facilities are designed to compress at and transmit by means 
of its system north of its Clifton, Kans., compressor station. 

?The Commission, in an order entered herein on July 2, 1951, pointed out that the 
G-1618 application as filed was incomplete; that Northern had been requested to file 


additional data and information to supplement the application; and that the Commission 
had instructed its staff to investigate the adequacy of Northern's gas supply. 
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ings which commenced on October 30, 1951, Northern modified its pro- 
posal to add certain spare or standby compressor units and thereby 
provide additional salable capacity; and to eliminate its proposal to 
supply gas for service in communities not then being served natural 
gas and, instead, to propose disposal of the entire increment of con- 
tract demand gas, available from the G-1618 project, to its existing, 
connected customers. 

Northern’s modified service proposal, for which it seeks certificate 
authorization herein, is to supply about 215,543 M. c. f. of additional 
gas per day, upon a contract demand basis under its F. P. C. gas tariff, 
to its currently connected utility customers, for resale to attached con- 
sumers and of commencing gas service to prospective consumers in com- 
munities now being served. Northern proposes to provide from the 
amended G-1618 project an aggregate contract demand volume of 
785,743 M. c. f. per day, of which 776,004 M. c. f. is proposed for its 
resale customers north of Kansas, 7,337 M. c. f. is for such customers 
south of Nebraska, and 2,402 M. c. f. is for its main line firm rural 
direct customers—an increase of approximately 38 percent in the 
utility contract demand service that Northern rendered when it had a 
system capacity north of Kansas of 600,000 M. c. f. per day.® 

On June 27 and August 9, 1951, in response to urgent requests by 
Northern and many of its customers claiming emergency needs existed 
for Northern to supply additional gas during the 1951-52 winter 
eating season, the Commission issued, without prejudice to its final 
determination of the application herein, temporary certificates of pub- 
lic convenience and necessity authorizing Northern at its own risk to 
construct and operate certain of the facilities proposed in docket No. 
G—1618 for increasing its system capacity north of Kansas from 600,000 
to 675,000 M. c. f. of natural gas per day. Pursuant thereto Northern 
later in 1951 installed and placed in operation such temporarily au- 
thorized facilities.‘ 

Upon the basis of such temporarily certificated additions to its sys- 
tem, Northern entered into service agreements with its resale custom- 
ers to serve, commencing in the 1951-52 heating season, contract 
demands amounting to 638,978 M. c. f. per day (632,273 M. c. f. north 


The Commission by its order dated January 18, 1950, In the Matter of Northern 
Natural Gas Co., Docket No. G—1183, 9 F. P. C. 401, issued a certificate that authorized 
Northern to construct and operate additional natural-gas pipeline facilities designed to 
increase its system capacity north of Kansas from 470,000 to 600,000 M. c. f. per day 
(at 14.73 pounds per square inch absolute). These facilities were installed and this 
capacity became available late in 1950. 

4See appendix A hereto for a tabulation of the temporarily certified facilities. 
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Kansas and 6,705 M. ec. f. south of Nebraska), an increase of 
,180 M. c. f.5 
Pursuant to due notice, public hearings upon the instant applications 
mmenced October 30, 1951, and were held intermittently thereafter 
til their conclusion on February 13, 1952. All parties waived or 
neurred in the waiving and ommission of the intermediate decision 
ocedure, under the provisions of section 1.30 of the Commission’s 
les of practice and procedure (18 C. F. R. 1.30). The filing of 
iefs by all parties in this proceeding was completed on April 28, 
52. 

Northern’s following utility customers, Central Electric & Gas Co. 
Yentral Electric), Council Bluffs Gas Co. (Council Bluffs), Iowa 
ower & Light Co. (Iowa Power), Metropolitan Utilities District of 
maha (MUD of Omaha), Minnesota Valley Natural Gas Co. (Min- 
sota Valley), Minneapolis Gas Co. (Minneapolis Gas), and Western 
rates Utilities Co. (Western), and the municipalities of Coon Rapids 
1d Guthrie Center, Iowa, intervened in the proceeding and generally 
ipport the issuance of a certificate. Coon Rapids and Guthrie Cen- 
r, together with Minnesota Valley on behalf of the Minnesota com- 
unities of Madelia, St. James, Sleepy Eye, and Springfield, urge 
at a certificate be issued on the condition that Northern supply 
is for these two Iowa and four Minnesota communities not presently 
rved natural gas. Council Bluffs favors a certificate upon a con- 
ition that Northern’s form of rate be modified. Central Electric 
nd MUD of Omaha favor a certificate but object to any gas being 
ade available to the aforementioned new communities. 

Northern, a Delaware corporation with its principal place of busi- 
oss at Omaha, Nebr., owns and operates a natural-gas transmission 
ipeline system located in the States of Texas, Oklahoma, Kansas, 
ebraska, Iowa, Minnesota, and South Dakota. By means of this 
ystem, Northern is, among other things, engaged in transporting 
atural gas produced in gas fields in Texas, Oklahoma, and Kansas, 
ito the States of Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and 


5 On November 28, 1951, the Commission entered an order In the Matter of Northern 
atural Gas Co., docket No. G—1840, 10 F. P. C. 1577, allowing to take effect certain 
rvice agreements and tariff changes filed by Northern relating to service to its gas 
‘ility customers at such time as its system capacity north of Kansas was to reach 675 
illion cubie feet per day. Additionally, that order suspended certain proposed changes 
}its F. P. C. gas tariff that Northern had filed to provide for the establishment of contract 
‘mands for the 1952-1953 heating season when Northern’s capacity might approximate 
25 million cubic feet per day, upon the assumption that the G—1618 project would be 
rtificated and be in operation by that time. That order provided for a hearing to be 
ld concerning the lawfulness of such proposed tariff changes. 

On November 29, 1951, the Commission issued an order consolidating the proceedings 
| docket Nos. G—1618 and G—1840 for the purpose of hearing. On February 7, 1952, 
ywever, in said consolidated dockets, upon motion of several parties to the proceeding 
ie presiding examiner ordered the completion of the hearing in docket No. G—-1418 and 
le postponement of further hearing in docket No. G-1840 pending further order of the 
‘esiding examiner or the Commission. 
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South Dakota, and there selling such gas for resale for ultimate public 
consumption, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Com- 
mission Jn the Matter of Northern Natural Gas Co., docket No. 
G-280, 3 F. P. C. 967, and Jn the Matter of Northern Natural Gas Co., 
docket No. G-1183, 9 F. P. C. 401. 

The proposed natural-gas pipeline facilities for which Northern 
herein seeks certificate authorization and their construction cost as 
estimated by Northern, may be summarized as follows: 


TABLE No. 1.—Northern’s 600 to 825 million cubic feet proposed capacity additions 


PART A. LOOP PIPELINE ADDITIONS 


Length, 
_— miles of Estimated 
A 26-inch cost 


O. D. pipe 


(1) Sublette, Kans., East see 30.1 $1, 699, 000 
(2) Mullinville, Kans., North__- 54.0 3, 009, 500 
(3) Undercrossing, Arkansas River_- = 154, 500 
(4) Bushton, Kans., North oe 21.0} = 1,100,000 
(5) Undercrossing, Republican River | 75, 700 
(6) Clifton, Kans., North ‘ 54.3 | 2,906, 000 
(7) Undercrossing, Little Blue River- as 110, 300 
(8) Beatrice, Nebr., North__- 41.7 2, 191, 300 
(9) Undercrossing, Big Blue River. _-_- 71, 700 
(10) Welcome, Minn., North 12.0 885, 000 

Subtotal a — silica 213.1 12, 203, 000 


PART B,. COMPRESSOR STATION ADDITIONS 


: Total | p 
Compressor station oa horse- — d 
. power 

CO Se 2 3, 200 | $774, 000 
(2) Sublette, Kans 3 4, 800 1, 649, 000 
(3) Mullinville, Kans_.____. 3 4, 800 1, 023, 000 
(4) Holeomb, Kans_.... 6 9, 600 2, 118, 000 
(5) Burdett, Kans__ 6 10, 560 2, 639, 000 
(6) Bushton, Kans 8 12,800 | 2, 869, 000 
(7) Clifton, Kans. 7 11, 200 3, 020, 000 
(8) Beatrice, Nebr 4 6, 400 1, 533, 000 
(9) Palmyra, Nebr 5 8, 000 2, 031, 000 
(10) Oakland, Iowa 7 11, 200 3, 123, 000 
(11) Ogden, Iowa. 6 9, 600 3, 119, 000 
(12) Ventura, Iowa. .____- ’ ihe 5 8, 000 2, 569, 000 
Subtotal | 62 | 100,160 | 26,847,000 


Total (G-1618 application) -_ 5 2 S sschiosaiiiriedbiebinia Eovaviiolen . 38, 690, 000 


The cost of the facilities is based largely upon Northern’s experi- 
ence in constructing in 1950 the G-1183 facilities and in 1951 the 
facilities certificated herein, as well as upon actual costs already in- 
curred for materials purchased for the G-1618 project. The record 
reveals that most materials required were acquired before conclusion 
of the hearings herein. The cost as thus estimated appears reasonable. 

In addition to the facilities described above and estimated to cost 
about $38,690,000, Northern proposes to construct and operate other 
facilities at an estimated cost of $29,360,200 as “Gathering system 
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ions, production plant additions, pipeline and compressor station 
ions,” and “Gasoline plant additions.” Northern contends, and 
me instances quite properly, that under section 1 (b) of the 
ral Gas Act, and section 2.55 of the Commission’s rules and regu- 
is (18 C. F. R. 2.55), no certificate authorization is required for 
mstruction and operation of such facilities. It is the contention 
e Commission staff, however, that certain of said facilities esti- 
1 to cost about $11,000,000 will upon construction and operation 
ed, or if already constructed and in operation, are being used, in 
transportation of natural gas as does not fall within the exemp- 
provisions of either section 1 (b) of the Natural Gas Act, or 
mn 2.55 of the Commission’s rules and regulations, and that appli- 
n for a certificate of public convenience and necessity must be 
, therefor. 

ese facilities fall into two groups. One group includes facilities, 
ated to cost about $714 million, are classified by Northern as 
ring facilities and as exempted by section 1 (b) of the act, and 
ther group includes facilities, estimated to cost about $3,750,000, 
lassified by Northern as not affecting its system capacity and, 
fore, exempted under section 2.55 of the Commission’s general 
and regulations. 

e facilities which Northern characterizes as “Gathering system 
tions,” and which the staff contends are such as for which cer- 
te authorization must be obtained, consist of large diameter pipe- 
, from which no imports or exports of gas are made between the 
inals of the respective lines. The high pressures required to 
sport natural gas through said “gun barrel” lines are furnished 
1e compressor stations which Northern terms “gathering stations” 
vhich are operated for the same purpose of those which Northern 
owledges are main line compressor stations. 

1e record shows that Northern proposes to construct and operate 
-inch pipeline, which the staff contends is jurisdictional, for the 
ose of transporting natural gas produced and gathered on the 
ebraker acreage in Texas County, Okla., from Texas County 
herly into Morton County, Kans., a distance of approximately 
> miles. The said 24-inch pipeline will interconnect in Morton 
nty with a proposed 26-inch pipeline, which the staff also con- 
s is jurisdictional, through which natural gas will be transported 
heasterly a distance of approximately 21 miles to a point of 
ection with an existing 20-inch pipeline. Natural gas will then 
‘ansported through said 20-inch pipeline northeasterly a distance 
pproximately 6 miles to the site of the proposed “Hugoton gather- 
station,” wherein the pressure of the gas will be raised to approxi- 
ely 447 pounds per square inch gauge. Thence, the natural gas 
be transported northerly through a 24-inch pipeline, which the 
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staff claims is jurisdictional, a distance of approximately 41 miles to 
a point of connection in Grant County, Kans., with an existing 20-inch 
pipeline known as the “Kearney-Grant trunkline.” The 6 miles of 20- 
inch pipeline and the “Kearney-Grant trunkline,” mentioned above, ap- 
pear to be of the same jurisdictional status as the other lines described 
above. The 20-inch line and the trunkline have been constructed and 
operated by Northern for sometime. Exact determination of their 
jurisdictional status can be made upon application by Northern for 
a certificate for the other pipelines as hereinafter ordered. 

Approximately 2 miles south of said point of connection in Grant 
County between said 24-inch pipeline and the Kearney-Grant trunk- 
line, Northern proposed to construct the Tate compressor station, the 
jurisdictional status of which is also in issue, wherein the pressure 
of natural gas produced and gathered from wells in the northwest 
corner of Grant County and the southwest portion of Kearney County 
will be raised to 420-430 pounds per square inch guage—the pressure 
maintained in the 24-inch pipeline. The connections into the Tate 
compressor station and between said compressor station and the 24 
inch pipeline, through which gas will flow into said pipeline, are also 
claimed to have a jurisdictional status by the staff. 

Northern also proposes to construct approximately two miles of 
26-inch pipeline connecting the northern terminus of its Kearney- 
Grant trunkline with the existing Holcomb compressor station. The 
jurisdictional status of the 2 miles of 26-inch pipeline is also in issue. 

Northern, in its reply brief, states that it has followed a “rule-of- 
thumb” method of classifying transmission facilities downstream 
from the suction side of its so-called “first transmission compressor 
station” as requiring certification, and classifying facilities upstream 
from the suction side of such station as being within the exemption 
provisions of section 1 (b) of the act, and not requiring certification. 
But Northern does not reveal by what method it determined which 
of its compressor stations was its “first transmission compressor sta- 
tion.” Apparently Northern reasons the “first transmission com- 
pressor station” is the one which has transmission facilities down- 
stream from the suction side, and, a fortiori, the facilities downstream 
are transmission facilities because the compressor station is “the first 
transmission compressor station.” Jurisdiction is not dependent upon 
such circuitous logic. 

Northern does not take the position that its “rule-of-thumb” method 
of determining the facilities requiring certificate authorization is 
without difficulty, “exact and consistent of application,” and further 
states, “Nor can it, without full review and further study, propose or 
recommend to the Commission a complete and workable plan or method 
for the determination of this matter insofar as it applies to the com- 
monly referred to ‘gathering’ facilities.” Northern says that, if it is 





conclude 
either al 
require ¢ 
certificat 
A hea 
ing the fi 
undertak 
herein cc 
The p 
facilities 
proposed 
in interst 
to be sub 
Act. Ac 
30 days 
applicati 
thorizing 
roneoushy 
Northe 
ties whic 
exempt f 
visions o 
and regu 
the daily 
tem”, an 
line whic 
“they ar 
stallation 
tomers fi 
served.” 





® Section : 
of the Nat 
interpreted 
(a) Auzil 
merely auxi 
are installe¢ 
of authoriz 
cathodic pre 
refining equ 
munication 
(b) Reple 
facilities wl 
will not resi 
ties; and, P 
delivery cap 
(c) New 
essary to th 
existing cus 
system by s 
[Order Ni 





NORTHERN NATURAL GAS CO. 181 


oncluded from such review that certain of the “gathering facilities” 
ither already installed or proposed to be installed, are such as to 
equire certificate authorization, Northern will promptly seek such 
ertificate. 

A hearing has been had and sufficient facts are of record concern- 
ng the first group of facilities. ‘The Commission deems that it should 
ndertake to resolve the jurisdictional question raised by the record 
erein concerning such facilities. 

The pipelines and compressor facilities in question appear to be 
acilities that, as an integrated part of Northern’s system, are or are 
rroposed to be used for such transportation and sale of natural gas 
n interstate commerce for resale for ultimate public consumption as 
o be subject to the Commission’s jurisdiction under the Natural Gas 
ct. Accordingly, it is reasonable to require Northern to file, within 
0 days next following the issuance of this opinion and order, an 
pplication for a certificate of public convenience and necessity au- 
horizing the construction and operation of the facilities it has er- 
oneously classified as “gathering facilities”, hereinbefore described. 

Northern, in its reply brief, states that the second group of facili- 
ies which the staff have questioned on jurisdictional grounds, are 
xempt from the necessity of certificate authorization under the pro- 
‘isions of section 2.55 (18 C. F. R. 2.55)° of the Commission’s rules 
nd regulations. Northern states that such facilities “do not change 
he daily delivery capacity of the existing transmission pipeline sys- 
em”, and that such facilities “are not additions to Northern’s main 
ine which will result in increased capacity.” Northern contends that 
they are either replacements of existing facilities or metering in- 
tallations or branch lines for new delivery points for existing cus- 
omers for the delivery of gas for resale in communities presently 
erved.” 


® Section 2.55 Definition of term used in section 7 (c). For the purposes of section 7 (c) 
f the Natural Gas Act, as amended, the word “facilities” as used therein shall be 
iterpreted to exclude: 

(a) Auviliary installations. Installations (excluding gas compressors) which are 
1erely auxiliary or appurtenant to an existing transmission pipeline system and which 
re installed only for the purpose of obtaining more efficient or more economical operation 
f authorized transmission facilities, such as: valves; drips; yard and station piping; 
athodic protection equipment; gas cleaning, cooling and dehydration equipment; residual 
efining equipment ; water pumping, treating and cooling equipment, electrical and com- 
hunication equipment; and buildings. 

(b) Replacement of facilities. Facilities which constitute the replacement of existing 
acilities which have or will soon become unserviceable ; Provided, That such replacement 
rill not result in a reduction or abandonment of service rendered by means of such facili- 
ies ; and, Provided, further, That such replacement does not appreciably change the daily 
elivery capacity of the existing transmission pipeline system. 

(c) New delivery points. Metering and regulating installations and branch lines nec- 
ssary to the establishment of new delivery points required for the delivery of gas to an 
xisting customer for resale in a local community presently served from the same pipeline 
ystem by such customer. i 

[Order No. 148, 14 F. R. 681]. 
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Northern apparently construes section 2.55 in the light of the ca- 
pacity of its main transmission system only. Such is not the proper 
construction of that section for it concerns delivery capacity of seg- 
ments of a natural-gas company’s transmission system as well as the 
total capacity of a natural-gas company’s main transmission system. 
Thus, as in the case here, such section does not exempt facilities that 
will increase delivery capacity to present metering stations that meas- 
ure deliveries to customers; that replace existing main or branch trans- 
mission pipelines with pipelines of larger diameter that will permit 
or in conjunction with other facilities, permit larger deliveries to 
customers ; or that replace existing measuring facilities with facilities 
of greater capacity or make additions to measuring facilities. 

The facilities which Northern contends fall within the provisions 
of section 2.55 consist of a second branch line and measuring station 
at Omaha, Nebr. ; an increase in branch lines to unspecified “old com- 
munities”; a new branch line to Minneapolis, Minn.; an extension of 
an existing line at Albert Lea, Minn.; replacement of river crossings, 
a new measuring station at Des Moines, Iowa; and other line replace- 
ments.’ Clearly, the purpose of the facilities is to transport increased 
amounts of natural gas to certain present customers, and to serve a 
new industrial load. Northern admits that the facilities which it 
contends fall within the provisions of section 2.55 would not be con- 
structed if its system capacity were not being increased. 

The facilities which Northern contends fall within the provision 
of section 2.55, and which the staff have contended are such as to 
require certificate authorization, hereinbefore described, appear to 
be such as to require a certificate of public convenience and necessity 
under section 7 of the Natural Gas Act. Accordingly, Northern will 
be required to file, within 30 days next following the issuance of this 
opinion and order, an application for a certificate of public conven- 
ience and necessity authorizing the construction and operation of such 
facilities, or establish that such certificate is not required. 

The record clearly shows that there is a market and public demand 
for the increased volumes of gas that will be available upon Northern’s 
system as a result of the construction and operation of the G—1618 

facilities. At the commencement of the hearings herein on October 
30, 1951, a controversy arose between Northern and its utility custom- 
ers that intervened in the proceeding, concerning the method of al- 
location of the increment of contract demand. On February 7, 1952, 
shortly before the hearings herein were concluded, Northern and its 
municipal and utility customers north of Kansas entered into an al- 
location agreement.’ This agreement, which was received as evidence 


7 See appendix B hereto. 

5S Northern and all intervenors to the G—1618 proceeding are signatory parties to the 
agreement. The record shows that the utility customers signing the agreement represent 
about 97.6 percent of the contract demand of Northern’s system north of Kansas. 
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in this record as item W by reference to the Commission’s files, pro- 
vides in part that “the amount of capacity thereof to which each 
utility customer is entitled shall be available only after making such 
allowance for service to any new towns or communities that may be 
authorized by the Commission to receive gas out of said 825,000 
M. c. f. capacity in the proceeding at docket No. G—1618.” 

Summarized below are the contract demands at various capacities 
of Northern’s system north of Kansas, namely, the actual contract de- 
mands at its 600 and 675 million cubic feet capacities, and the contract 
demands as now proposed by Northern under the item W agreement 
at the proposed 825 million cubic feet capacity: 


TABLE No. 2—Tabulation of Northern's contract demands under rate schedule 


CD-1 
Gas utility contract demands (M. c. f 
Name of utility customer Under 600 Under Pres- Proposed 
ent 675 under 825 
million cubic : 
feet capacity million cubie | million cubic 
BPAcity | feet capacity | feet capacity 
(1) (2) (3) (4) 


Austin, Minn., Board of Water, Electric, Gas & Power Com- 


missioners... 8, 947 
Central Electric & Gas Co 83, 589 
Central Natural Gas Co-. 3, 816 
Council Bluffs Gas Co 19, 400 
Elkhorn Valley Gas Co 950 
Interstate Power Co. 5, 412 
Iowa Eelectric Co___- 2, 224 
Iowa Electric Light & Power Co 20, 081 
lowa Illinois Gas & Electric Co 16, 886 


Iowa Power & Light Co 

Iowa Public Service Co 

Omaha, Nebr., Metropolitan Utilities District 
Minneapolis Gas Co 

Minnesota Natural Gas Co 

Minnesota Valley Natural Gas Co 
Owatonna, Minn., Municiptl Public Utilities 
Nebraska Natural Gas Co-.- 

New Ulm, Minn., P. U.C 

Northern States Power Co 

Northwestern Light & Power Co. 

Pender, Nebr 

People Gas & Electric Co 

Peoples Natural Gas Co 


46, 365 





Perry Gas Co 32: 
Ponea, Nebr 25 
Western States Utilities Co ¢ 
l'otal utilities north of Kansas 561, 348 632, 27 776, 004 
Kansas Power & Light Co 6, 450 6, 485 7, 097 
Peoples Natural Gas Co 220 240 
Total utilities south of Nebraska “ . 6, 450 6, 705 7,337 
Total 67, 798 638, 978 1 783, 341 


1 Does not include Northern’s so-called contract demand of 2,402 M. c. f. for its main line firm rural direct 
customers. 

Additionally, the interveners Coon Rapids and Guthrie Center, 
Iowa, on behalf of such communities, and the intervener Minnesota 
Valley on behalf of the Minnesota communities of Madelia, St. James, 
Sleepy Eye, and Springfield, request a supply of natural gas for 
initiating natural-gas service in these small communities. The evi- 
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dence supporting these requests corroborates the conclusion that there 
is a public demand and market for the additional volumes of natural 
gas proposed to be made available by means of the G—1618 project. 
This evidence also raises the issue of whether or not the Commission 
should attach to a certificate authorizing the G-1618 project terms and 
conditions requiring Northern to supply, and deliver at their respec- 
tive town borders, a reasonable quantity of natural gas for service in 
these six communities. 

The evidence presented by Coon Rapids and Guthrie Center, Iowa, 
to support their requests for supplies of natural gas for resale and 
distribution in these communities through proposed municipally- 
owned gas distribution systems, and the evidence presented by Min- 
nesota Valley in support of its request for supplies of natural gas 
for resale and distribution in the Minnesota communities of Madelia, 
St. James, Sleepy Eye, and Springfield, warrant the conclusion that 
supplying of natural gas by Northern for service in these communities 
is in the public interest. It further appears that the undertaking of 
natural gas service in these communities is feasible. The evidence dis- 
closes that the volumes of natural gas that are needed to provide for 
service in these communities are relatively small, and, moreover, that 
Northern can supply these quantities, in addition to serving the 
substantial volumes proposed in item W to its existing customers, 
from the system capacity that it to be available if the G—1618 facilities 
are certificated and placed in operation. 

The evidence presented by Minnesota Valley shows that the esti- 
mated maximum day requirement for the four Minnesota communi- 
ties in the first year is 2,860 M.c. f. This is the volume that Minnesota 
Valley requests be provided in this proceeding for undertaking service 
to these communities. Since Minnesota Valley is already serving 
communities in the same general area, it is in the position to take 
advantage of Northern’s tariff provisions that permit the shifting 
of demands between communities within a tariff zone. As a result, 
Minnesota Valley has requested only the first year’s estimated maxi- 
mum volume for the four Minnesota communities and has stated that 
if such request is granted herein, it will be willing to accept a reduc- 
tion of 505 M. c. f. in the 26,679 M. ¢. f. per day allotted Minnesota 
Valley in the item W agreement. Thus, it requests in the aggregate 
29,034 M. c. f. per day of contract demand, whereas Northern proposes 
to make available only 26,679 M. c. f. per day, the quantity specified 
in the item W agreement for Minnesota Valley for service in the 
communities that it is now serving. Upon the basis of the evidence, 
the Commission concludes that a net contract demand allotment of 
29,034 M. c. f. per day to Minnesota Valley for both the communities 
that it now serves and the four additional communities it proposes 
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to serve, is reasonable and that it is in the public interest to require 
Northern to supply the same as hereinafter ordered. 

The Iowa communities of Coon Rapids and Guthrie Center request 
volumes in excess of their first-year estimated maximum daily re- 
quirements. Coon Rapids requests that it be allocated a contract de- 
mand of 665 M. c. f. per day and Guthrie Center requests 550 M. c. f. 
per day. The situation here is somewhat different than that involved 
in Minnesota Valley’s request for gas for the four Minnesota com- 
munities, where demands can be shifted between communities in the 
same tariff zone. Also, Minnesota Valley and other customers of 
Northern have had an opportunity during past years to develop and 
obtain increased contract demands from Northern. 

The evidence relating to the natural-gas requirements of these 
Iowa communities shows that market estimates were based upon a 
100 percent space heating saturation in the first year of operation. 
The towns also applied a 25 percent and 35 percent load factor to 
their peak day requirements. Experience has taught that neither of 
these assumptions are realistic. In the circumstances, it appears rea- 
sonable that these Iowa communities be granted something in excess 
of their estimated first-year requirements, but not to the extent that 
they request. The volumes recommended by the staff appear reason- 
able upon the basis of the evidence presented. The Commission deems, 
therefore, that contract demand allotments of 500 M. c. f. per day to 
Coon Rapids and 480 M. ec. f. per day to Guthrie Center, are in the 
circumstances reasonable, and that it is in the public interest to require 
Northern to make the same available as hereinafter ordered. 

To supply natural gas to Minnesota Valley, for service in the four 
Minnesota communities involved, and to Coon Rapids and Guthrie 
Center, Iowa, Northern will need to construct, at an estimated cost 
aggregating approximately $1,100,000, branch pipelines from its sys- 
Minnesota Valley contends such 
branch lines should be constructed by Northern since it has been 
Northern’s long established practice to construct, own, and operate 
whatever branch or lateral lines are required to deliver gas to its 
customers at the town borders.” Northern contends that it should not 
be required to do so. Northern acknowledges that its F. P. C. gas 
tariff provides for town-border deliveries and that the rates contained 
therein are based upon Northern making deliveries at such points. 
To require Minnesota Valley and the Iowa communities to construct 


9 


tem to the respective communities.‘ 


® Approximately 6 miles and 11 miles of 4%4-inch diameter pipelines, respectively, to Coon 
Rapids and Guthrie Center, Iowa, and 45 miles of 6-inch, and 18 miles of 4-inch diameter 
pipelines to the four Minnesota communities. Coon Rapids and Guthrie Center, as well as 
Minnesota Valley, have indicated that, if necessary in order to obtain gas, they will 
construct the pipelines. 

”Northern’s application herein contained estimated expenditures of $7,452,000 for 
branch lines to new communities. These were subsequently eliminated bt Northern's 
amendment withdrawing its preposal for supplying gas to new markets. 
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these lines would constitute an unfair discrimination in service. The 
Commission finds that it is reasonable to require Northern, incident to 
its supplying natural gas for these communities, to construct the 
necessary branch pipeline facilities for delivering such gas to the 
respective town borders and, further, finds that the installation of such 
branch lines by Northern is required by public convenience and ne- 
cessity. Accordingly, the order issued herein will be so conditioned. 

Northern contends it will be unable to deliver and sell contract 
volumes in excess of those set forth in the item W agreement of Febru- 
ary 7, 1952, which volumes, for customers north of Kansas, aggregate 
776,004 M. c. f. per day, and are exclusive of its so-called contract 
demand of 2,402 M. c. f. for main line firm rural direct customers. The 
proposed G-1618 facilities were designed by Northern to deliver 
$25,000 M. c. f. of natural gas per day northwardly from the Clifton, 
Kans., compressor station. From the proposed capacity of 825,000 
M. ec. f. per day, the lost and unaccounted-for volume will be about 
8,250 M. c. f. per day, and the fuel requirement of the stations north 
of Clifton will approximate 26,300 M. c. f. per day. Deducting such 
lost and unaccounted-for and fuel gas, leaves an indicated 790,450 
M. ¢. f. of gas per day available for sale north of Kansas. 

Northern contends that the salable capacity per day north of Kan- 
sas will be only 778,700 M. c. f. per day, on the premise that it needs 
to reserve 11,750 M. c. f. per day of what it calls “cushion gas” to com- 
pensate for “the human element of dispatching and operating.” 
Northern’s so-called cushion gas, on the basis of the evidence of 
record, appears, however, to be salable capacity, as the staff and Min- 
nesota Valley contend. The evidence shows clearly that Northern 
could provide therefrom sufficient contract demand volumes to render 
the service that is herein ordered for Coon Rapids and Guthrie Center, 
Towa, and Minnesota Valley for Madelia, St. James, Sleepy Eye, and 
Springfield, Minn." To do so would not impair its proposed service 
of the item W contract demand volumes to its existing customers. 
For as Northern’s expert witness on design and operation testified 
Northern can, upon installation of the G-1618 facilities, deliver its 
proposed contract demands to its utility customers, and in addition, 
will have the “cushion gas” available anywhere on its system. 

The record reveals that because a conservative estimate was em- 
ployed in computing the horsepower of its compressor units that upon 
the installation of the G-1618 facilities Northern will have available 


excess compressor horsepower that may be utilized for meeting daily 


The supplying by Northern, from its so-called cushion gas capacity of the volume 
herein provided for the above Iowa and Minnesota communities will have the apparent 
effect of reducing its claimed “cushion gas” in the G—1618 project from 11,750 M. ec. f. to 
about 8,700 M. c. f. per day north of Kansas. Such an effect cannot reasonably be con 
sidered to be a critical or material one in operation of the magnitude proposed by Northern 
in this G-1618 project. 
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requirements in excess of the proposed contract demands. Further, 
it is disclosed that because Northern has never experienced a peak 
day in which all of its utility customers have required their full con- 
tract demands, a considerable amount of diversity in load will be avail- 
able. Northern’s past operations demonstrate a capability of meeting, 
for comparatively long periods of time, daily demands exceeding its 
firm contract demands, by taking advantage of its diversity in load 
and excess horsepower. It is reasonable to assume that such capability 
will prevail in the future. 

Northern, in opposing the requests for gas for the Minnesota and 
lowa communities involved in this proceeding, contends that it is 
required, by the terms of section 7 (a) of the Natural Gas Act, to 
deliver all the additional gas that the G-1618 facilities are to supply 
to its connected utility customers. Its contention is that the “im- 
pairment” clause in section 7 (a)" is a limitation upon the authority 
conferred upon the Commission by sections 7 (c) and 7 (e) of the act, 
as amended in 1942. 

Northern’s contention in this respect is manifestly untenable. The 
“impairment” clause of subsection 7 (a) of the act is not applicable 
to a certificate proceeding under subsections T (c) and (e) of that 
act, such as the instant proceeding. The act does not provide that 
section 7 (a) shall limit the authority conferred upon the Commis- 
sion by sections 7 (c) and 7 (e) of the act, as amended in 1942. The 
1942 amendments to section 7 added, among other things, subsection 
‘e) which expressly authorizes the Commission to attach reasonable 
conditions to the issuance of a certificate and to the exercise of rights 
granted thereunder when found to be required in the public interest. 
The legislative history thereof clearly shows that the Congress in- 
tended that the Commission should have authority under section 7 (e) 
to attach proper conditions to the issuance of a certificate requiring 
a natural-gas company to provide service other than that proposed 
by it in the certificate application, as the Commission held, for ex- 
ample, in Jn the Matters of Texas Kastern Transmission Corp. et al... 
8 F. P.C. 139. 

Even if the section 7 (a) limitation were applicable to this pro- 
ceeding, the evidence is clear that if the proposed facilities are cer- 
tificated and placed in operation, the result will be, instead of any 
impairment in its ability to serve adequately, an increase in Northern’s 
contract demand service to its connected customers, irrespective of 
whether it supplies any gas for the said Iowa and Minnesota com- 
munities. 

12* * * the Commission shall have no authority to compel the enlargement of trans- 
portation facilities for such purposes, or to compel such natural-gas company to establish 


physical connection or sell natural gas when to do so would impair its ability to render 
adequate service to its customers.” . 
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Northern presented evidence concerning the economic and financial 
teasibility of its G-1618 project, its plans for financing the project, 
and the possible impact of such project upon Northern’s existing 
rates subject to the jurisdiction of the Commission. The Commission 
by its Opinion, /n the Matters of Northern Natural Gas Co.,11 F. P.C. 
123, rejected, as unjust and unreasonable, rate increase proposals total- 
ing about $9,300,000 per year, and in lieu thereof, ordered new rate 
schedules which, based on the test year ended November 30, 1951, 
would result in an increase in revenues to Northern of over $5,000,000. 
There is under consideration in docket No. G-1881 the application 
filed by Northern on December 26, 1951, for a further rate increase. 
The hearings upon this application, which was suspended by the 
Commission’s order dated January 24, 1952, have not been concluded. 
Whether any further rate increase is to be allowed Northern is a mat- 
ter that will be determined in that proceeding. Accordingly, it can- 
not now be determined whether the revenue estimates presented in the 
instant proceeding will approximate Northern’s actual revenues in the 
future. The estimated cost of service presented herein by Northern 
appears unrealistically high, particularly in the light of the afore- 
said opinion and order 11 F. P. C. 125, and in the light of the actual 
operating costs shown in this record. 

Northern estimates that it will need to obtain approximately 
$57,000,000 to finance the proposed G-1618 project, in addition to util- 
izing funds accruing during the years 1951 and 1952 from retained 
sarnings and reserve accruals in excess of those required for retiring 
debt on 1950 construction costs carried over into 1951 and 1952. North- 
ern proposes to issue additional shares of common stock to provide 
at least $18,000,000, to issue at competitive bidding additional deben- 
tures in the amount of $36,000,000 with maturities up to 20 years, and 
to obtain the balance through commercial bank loans. Some addi- 
tional funds may be required ; if so, it appears that this should present 
no serious problem, in view of Northern’s existing sound capital struc- 
ture and as herein projected, in which long-term debt approximates 
about 60 percent, which is well within the limits of reasonable and 
conservative financing. 

Northern’s plan of financing appears reasonable and there appears 
to be no question but that the necessary capital can be raised by 
Northern upon a reasonable basis to finance the proposed G-—1618 
project. The construction and operation of the facilities hereinafter 
authorized appear to be economically feasible and in the public in- 
terest if it be assumed that adequate gas supplies will be available 
for rendering the expanded service proposed in this proceeding. 

The most important issue raised by the record in this proceeding con- 
cerns the adequacy of the gas supply showing made by Northern in 
support of the very substantial expansion in its system and the natural 
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‘as service proposed to be rendered by means of its G-1618 project. 
"he Commission has stressed the importance of an adequate gas supply 
howing in certificate proceedings. Every certificate of public con- 
renience and necessity issued pursuant to the act must be based upon 
ippropriate findings, among others, that the applicant for such cer- 
ificate is “able and willing properly to do the acts and to perform 
he service proposed * * *”2° An adequate gas supply is the bed- 
‘ock upon which such findings must be grounded. 

A gas supply can be considered adequate only if the volume avail- 
ible is sufficient to meet the demand requirements for the service pro- 
posed, if such volume is assured over a sufficient period of years to 
justify the expenditures required for the construction of the proposed 
pipeline project, and if that assurance of a continuing supply of 
natural gas meets the requirements of public convenience and neces- 
sity. Generally, a supply of natural gas should be assured for a 
period approximating fifteen to twenty years, dependent upon the 
particular facts involved, if the pipeline project is to be economically 
sound and in the public interest and if the natural-gas company 
is to be in a position to meet its obligations to investors and provide 
dependable service to consumers. 

The vital importance of requiring an adequate gas supply showing 
is evident in this case when consideration is given to the magnitude 
of the expansion that Northern has projected in this proceeding. In- 
volved is an increase of about 38 percent in the utility contract de- 
mand service that Northern was rendering by means of its 600 million 
cubic feet system covered by the certificate issued by the Commission’s 
order. Jn the Matter of Northern Natural Gas Co., docket No. G- 
1183, 9 F. P. C. 401. Involved also are the substantial capital ex- 
penditures that are to be made by Northern, its utility customers, and 
thousands of consumers for appliances in expectation of gas service, 
in the event a certificate is issued. 

The adequacy of Northern’s gas supply was last considered in de- 
tail by the Commission on January 18, 1950, the date on which the 
Commission adopted its order in docket No. G—1183, issuing a cer- 
tificate authorizing Northern to enlarge its system capacity north 
of Kansas from 470 to 600 million cubic feet of natural gas per day. 
The gas reserves available to Northern, according to that order, were 

8 Section 7 (e) of the Natural Gas Act provides in pertinent part that : 

“* * * a certificate shall be issued to any qualified applicant therefor, authorizing 
the whole or any part of the operation, sale, service, construction, extension, or acqui- 
sition covered by the application, if it is found that the applicant is able and willing 
properly to do the acts and to perform the service proposed and to conform to the 
provisions of the act and the requirements, rules, and regulations of the Commission 
thereunder, and that the proposed service, sale, operation, construction, extension, or 
acquisition, to the extent authorized by the certificate. ia ar will be required by the 


present or future public convenience and nevessity ; otherwise such application shall 
be denied.” 


304039—57——-_15 
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estimated at 5.237.736 billion cubic feet (at 16.4 pounds per square 
inch absolute) as of December 31, 1950. That order stated that, 
upon the basis of the estimated withdrawals during the first year of 
operation by Northern of the 600 million cubic feet system facilities, 
the ratio of estimated reserves as of December 31, 1950, was 28.7 times 
such estimated yearly withdrawals. 

Northern claims that the evidence herein shows that it controls, 
by gas purchase contracts and owned leaseholds, estimated recover- 
able gas reserves aggregating approximately 6,300.056 billion cubic 
feet (at 16.4 pounds per square inch absolute) as of December 31, 1950, 
adjusted to include additions through April 30,1951. Approximately 
223.76 billion cubic feet * of these claimed reserves, however, accord- 
ing to the evidence, are not owned by or contractually committed to 
Northern. Thus, since the G-1183 proceedings, the evidence shows 
Northern has increased its controlled reserves by approximately 16 
percent, i. e., from approximately 5,237.736 to 6,076.296 billion cubic 
feet (16.4 pounds per square inch absolute) as of December 31, 1950 
(including additions through April 30, 1951). Of these reserves, ap- 
proximately 75.63 percent are committed to Northern under gas pur- 
chase contracts and approximately 24.37 percent are held under leases 
owned by Northern. ‘The following tabulation lists, by gas producing 
areas and fields, the estimated total recoverable reserves shown as 
controlled by Northern, segregated between those available under gas 
purchase contract and those available through lease ownership. 

Northern claims that its estimated recoverable gas reserves, after 
making appropriate reductions for the annual requirements for 1951 
and 1952, are 23.7 times the estimated annual withdrawal of 247.4 bil- 
lion cubic feet (16.4 pounds per square inch absolute) for 1953, the 
first year of operation of the proposed 825 million cubic feet facilities— 
a radical reduction from the 28.7 ratio indicated when the 600 million 
cubic feet system was authorized. The record shows that Northern 
estimates that by 1956 the gas requirements of the 825 million cubic feet 
system will be 260.9 billion cubic feet (16.4 pounds per square inch 
absolute). If this 1956 input requirement is attained, Northern’s 
estimated reserves, after deducting the estimated withdrawals for 
1951 through 1955, approximate the estimated requirements of the 825 
million cubic feet system for about 21.8 years following 1952. 

The ratio of estimated recoverable gas reserves to estimated yearly 
withdrawals does not provide an accurate forecast of the number of 
years that particular reserves may be actually produced day in and day 
out to meet given average and maximum day market requirements. 
Such ratio ignores physical and other limiting factors that restrict: the 


4 Approximately 113.76 billion cubic feet in the Mugoton field and 110 billion cubic feet 
in other gas fields. 
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raBLeE No. 3. Summary of Northern’s estimated qas reserves as of Dec. 31, 1950, 
adjusted to include additions through Apr. 30, 1951 


Billions of cubic 





feet 16.4 (pounds 
per square inch 
1rea or field absolute Percent 


Hugoton field of Kansas and Oklahoma: 


Purchase contract. 3, 633. O19 
Company owned sa adiad 1, 358. 773 
4,991. 792 82. 15 


Texas Panhandle field—White Deer area: 
Purchase contract : ; 148. 712 


Company owned r 121. 670 





9 39 
Hugoton field of Texas, and Moore and Hutchison 
Counties in Texas Panhandle field: 
Purchase contract 502. 547 
Company owned 
502. 547 8. 27 
Otis field and Pawnee Rock area in Kansas: 
Purchase contract 11. 275 
Company owned ws . 300 
11. 575 19 
All areas and fields: 
Purchase contract . 4, 595. 553 75. 63 
Company owned 1, 480. 743 24. 37 
Total 6, 076, 296 100. 00 


volumes of gas that can be produced continuously from any given gas 
producing areas, reservoirs, sands, or zones. Such limiting factors 
must be considered in every case, and particularly in the instant one 
where most of Northern’s reserves are in a gas field that is well known 
for the low permeability of its gas-producing sands. That is the 
Hugoton field of Kansas and Oklahoma, where, according to the 
evidence, more than 80 percent of Northern’s estimated gas reserves 
ure located. 

A large part of this record concerns whether, and the extent to 
which, Northern’s reserves are producible at rates equalling the annual 
and maximum day requirements estimated for the 825 million cubic 
feet system. The evidence includes comprehensive data and studies 
upon this very important matter. These studies rest upon several 
different bases and the conclusions presented by the expert witnesses 
testifying upon this subject, Northern’s witness John M. Hanley and 
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the Commission staff’s witness Harry F. Stevens, vary as to the prob- 


. 


able number of years Northern’s reserves may be capable of being 


produced in volumes approximating the maximum and average daily 
requirements estimated for Northern’s project. Such estimates may 
be summarized as follows: 


TABLE No. 4.—Summary of estimated deliverability life of Northern’s gas reserves 
for meeting marimum day requirements of proposed 825 million cubic feet 
system * 


Millions of cubic feet Deliverability life in years after 19522 


Estimated 
Estimated input requirements (16.4 pounds per | sales (14.73 
square inch absolute) pounds per 
square inch 
absolute) 


Purchase contracts 
plus company 


leases 


Purchase contract 
gas only 


Per Per 
Annual Per staff | North- | Perstaff| North- 
erm ern 


Maximum 


Annual dav 


(1) (2) ‘ (4) (5) (6) 


(a) 247.4M 828. 1 249.4M 
(b) 260.9M 3. 828. 1 264.4M 


1 The deliverability studies include an assumption that, in addition to the reserves currently owned or 
controlled, Northern will have available the approximately 223.76 billion cubic feet of reserves claimed but 
not owned by or under contract to it. 

2Columns (4) through (7) indicate first years of deliverability deficiencies. Column (6) shows, for 
example, that in 1964 (the 12th year after 1952) the estimated daily deliverability would be less than the 
maximum day requirement. The longer life indicated by Northern’s studies is due partly to excluding 
consideration of certain operational factors, field compressor fuel and deterioration in well-reservoir 
perfor mance 

3 Upon basis of requirements increasing from estimated 247.4 billion in 1953 to 260.9 billion cubic feet 
(16.4 pounds per square inch absolute) by 1956 and thereafter being the same, in accordance with estimates 
presented by Northern upon assumption that its system would remain an 825 million cubic feet system. 

The deliverability data tabulated above portray strikingly the im- 
portance of Northern’s owned gas reserves to the consumers dependent 
upon Northern for a supply of natural gas. It is sufficient to say 
here that these estimates make it plain that Northern has shown the 
barest minimum gas supply that can be considered adequate to sup- 
port a finding that it is “able and willing properly” to undertake the 
G-1618 project. And this minimum is achieved only by assuming 
that Northern’s currently controlled gas reserves, owned under lease 
and committed to it under gas purchase contracts, will be committed 
to and continue to be available for supplying the requirements of 
Northern’s customers served from the proposed 825 million cubic feet 
system. 

In this case, however, Northern has negated the assumption of 
commitment of the natural gas reserves shown at the hearings herein 
to be controlled by it. In fact, it has reported to its stockholders that 
it may alienate its own gas reserves, herein estimated at approxi- 
mately 1.48 trillion cubic feet (16.4 pounds per square inch absolute), if 
dissatisfied with the rate-making policies of the Commission as applied 
to Northern, or if sufficient cash credits are not allowed Northern 
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or gas produced from its own acreage.” The indication that North- 
rn may sell or otherwise alienate a very substantial part of its gas 
eserves sometime in the future, when the Commission must and 
oes hereby find that all such natural gas reserves are required to 
ustify a certificate in this case, leads inevitably to the conclusion that 

ll the natural gas reserves which Northern controls, as shown by 
ne record in this proceeding, must be firmly committed to the per- 
ormance of the proposed 825 million cubic feet system service, or 
he certificate as applied for must be denied. 

The contention of the staff is that if Northern were to supplement 
he record herein by submitting an appropriate assurance and under- 
iking committing its currently controlled gas reserves to rendering 
he expanded service projected in this proceeding, the record so sup- 
lemented would warrant the issuance of a certificate authorizing the 
1-1618 project. 

Northern asserts that a commitment of its controlled gas reserves 
s not necessary, because it has an obligation and duty, “which duty 
nd obligation arises apart from and independent of the Natural Gas 
\ct or the powers granted to the Federal Power Commission by the 
Jongress”, to protect its approximately $200 million investment in 
‘as plant “by securing and maintaining natural gas supplies”; that 
his “plant would be of little value to stockholders without a gas 
as supply”; and that “there is no evidence in the record in this pro- 
eeding that the management officials or board of directors of the 
pplicant are disposed to in any way destroy or threaten to destroy 
his investment to the unlawful detriment of stockholders and 
nvestors.” 

The foregoing assertions do not meet the issue here. The evidence 
nakes it plain that Northern’s management officers and board of di- 
ectors have under consideration the alienation of nearly 25 percent 
f the reserves controlled by Northern as presented in this proceeding. 
fhe possibility is before us, therefore, that Northern might attempt 
0 alienate or otherwise dispose of such reserves in a fashion that 
vould result in their not being available for use in rendering the 
ervice proposed in its certificate application in this case. In these 
imes of “growing competition for natural gas in proven areas both 
or local industries and for interstate pipelines”, to use Northern’s 
wh language, it is not unreasonable to surmise that such alienation 
ould be achieved upon such terms that the return to Northern’s 
tockholders would equal, or be greater than the return they might 





% Northern, in its 1950 annual report to its stockholders, has indicated that it “may 
ind it necessary to sell” its owned gas reserves “in place to independent companies or take 
ther steps to protect the [Northern's] stockholders’ interest.” In its 1951 annual report 
0 its stockholders, Northern indicates that its position as to its owned gas reserves “re- 
Mains substantially unchanged” from that stated in its 1950 report. 
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realize if such reserves were devoted solely to rendering utility service 
subject to regulation in the public interest. 

This case is unique. For in no prior proceeding has an applicant 
for a certificate sought to make the required showing as to gas supply 
and, at the same time, announced its intention to divest itself of some 
of the gas reserves involved if it determines that course to be satis- 
factory to it. Thus—unlike the usual case, in which the commitment 
of reserves is implicit in the fact that the applicant seeks and obtains 
a certificate on the basis of its unqualified representations that the 
reserves are and will continue to be available—we have a situation 
where a certificate may properly issue under the act only if the ap- 
plicant is expressly required to make such a commitment as a con- 
dition. 

Northern contends it cannot be required to commit its currently 
coatrolled gas reserves to the performance of the proposed 825 million 
cubic feet system service that it seeks to have this Commission cer- 
tificate under the Natural Gas Act. In support of its position it 
relies on the decision of the United States Supreme Court in Federal 
Power Commission v. Panhandle Eastern Pipe Line Co., 387 U.S. 
498 (1949). Under that decision, Northern contends, it is free to 
show in a certificate proceeding before this Commission that it con- 
trols or possesses certain gas reserves as the basis for the Commission 


to find it has an adequate gas supply, and is able to render the proposed 
service sought to be certificated, and then after the issuance of such 
certificate, premised upon such finding, Northern is free to alienate 
or dispose of any part or all of such gas reserves. 


The Commission does not construe the holding of the Supreme 
Court in that case to be applicable in the circumstances of this pro- 
ceeding. This is a certificate proceeding involving the reasonableness 
of a condition designed to assure the continuation of a gas supply 
which is minimal at the beginning. Moreover, most of the acreage 
here involved is drilled and connected to the certificate applicant’s 
system, and is now being produced to supply the requirements of that 
system. 

We do not therefore think that the point of law decided in the 
Panhandle case on the facts there involved may properly be viewed 
as a barrier to the exercise of authority expressly conferred upon this 
Commission by section 7 (e) of the Act to attach reasonable terms 
and conditions which we determine to be required by public con- 
venience and necessity, including one requiring an applicant to com- 
mit to the proposed project those reserves on which that project 
necessarily depends for the demonstration of ability which the act 
requires an applicant make. Otherwise, determinations required by 
(‘ongress to be made by this Commission could be shortly nullified 
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in the uncontrolled discretion of an applicant contrary to the act’s 
controlling determinant of public convenience and necessity. 

Moreover, we should point out that the requirement that Northern 
commit its controlled reserves to the fulfillment of the G—1618 project 
exacts no more from Northern than it in effect generally requires of 
its suppliers. For Northern, in most of its gas supply contracts, 
requires the producers who supply it with natural gas to commit 
and dedicate specific acreage to the fulfillment of its contracts.” 

The Commission considers that, upon the facts of record before 
it, alternative courses are available in the determination of Northern’s 
certificate application. One alternative is to deny the application on 
the ground that Northern by its actions makes impossible any assump- 
tion of commitment of its currently controlled gas reserves to the 
project and, therefore, has failed to make a sufficient gas supply show- 
ing to warrant the Commission making the finding, as required by 
section 7 (e) of the act, that Northern is able and willing properly 
to do the acts and to perform the service proposed. The other alter- 
native is to issue a certificate upon, among others, the condition that 
Northern commit firmly its natural gas reserves, as shown in this 
proceeding to be controlled by it, to the rendition of the service to be 
authorized and that it not sell, transfer or otherwise alienate such 
gas reserves so long as it is economically feasible to produce natural] 
gas therefrom for rendition of the service to be authorized. From 
the evidence the Commission finds that the latter course is reasonable 
and is required by public convenience and necessity. 

Such course accords with the authority and responsibility delegated 
the Commission by the Natural Gas Act, as amended in 1942. The 
certificate provisions as enacted in 1942 and their legislative history 
make it clear that the Commission is granted adequate authority for 
regulating the extension of existing natural-gas pipeline facilities 
and the construction of new pipeline facilities, for the transportation 
or sale of natural gas in interstate commerce subject to the jurisdiction 
of the Commission. A specific purpose was to grant power to the 
Commission to scrutinize “the adequacy of the gas reserves * * * in 
connection with the proposed construction or extension at a time when 
such vital matters can readily be modified as the public interest may 
demand.” * Accordingly, Congress expressly provided in section 7 (e) 
that “The Commission shall have the power to attach to the issuance 
of the certificate and to the exercise of the rights granted thereunder 
such reasonable terms and conditions as the public convenience and 
necessity may require.” 

In reaching the findings, conclusions, and decision herein, the Com- 

1 See Northern’s principal gas purchase contracts and agreements, item D by reference 


in this proceeding. 
7 See H. Rept. No. 1290, 77th Cong., lst Sess. (1941). 
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mission has considered the evidence of record and the briefs filed, 
including the proposed findings and conclusions submitted by parties 
to this proceeding. The Commission has taken notice of and con- 
sidered the Commission’s previous opinions, findings, and orders en- 
tered in other proceedings involving Northern and its customers. On 
the basis of the record herein, the proposed findings and conclusions 
submitted for the Commission’s consideration are hereby rejected 
except so far as the same have been adopted in this opinion and order. 
Upon consideration of the foregoing and the entire record, the Com- 
mission further finds: 

(1) Northern Natural Gas Co. (Northern), a Delaware corporation 
having its principal place of business at Omaha, Nebr., owns and 
operates a natural-gas transmission pipeline system located in the 
States of Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and 
South Dakota, and by such operations Northern is engaged in the 
transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its orders, Jn the Matter of Northern Natural Gas Co., 
docket No. G-280, 3 F. P. C. 967, and In the Matter of Northern Nat- 
ural Gas Co., docket No. G—-1183, 9 F. P. C. 401. 

(2) The proposed facilities hereinbefore referred to and described 
in table No. 1 hereof, together with the branch lines referred to for 
delivering natural gas to the town borders of Coon Rapids and Guthrie 
Center, Iowa, and of Madelia, St. James, Sleepy Eye, and Springfield, 
Minn., are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Northern’s existing natural-gas pipe- 
line system, and the construction and operation thereof by Northern 
are subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(3) If Northern commits firmly its natural gas reserves owned or 
controlled by it, as disclosed by the record in this proceeding, in the 
manner prescribed in the order herein, but not otherwise, it is able 
and willing properly to do the acts and to perform the service here- 
inafter authorized and to conform to the provisions of the Natural 
Gas Act and the requirements, rules, and regulations of the Commis- 
sion thereunder. 


(4) The proposed construction and operation by Northern of the 
facilities covered by the amended and supplemented application 
herein, and the construction and operation by Northern of the branch 
pipelines hereinbefore referred to for delivering gas to the town 
borders of Coon Rapids and Guthrie Center, Iowa, and of Madelia, 
St. James, Sleepy Eye, and Springfield, Minn., are required by the 


public ¢ 
issued as 
in the o 
quired b 
(5) T 
tioned i: 
of the N 
The ¢ 
(A) 4 
same is 
struct al 
in table 
delivery 
Guthrie 
Springfi 
and sup| 
the tran: 
to the ju 
of this o 

(B) A 
Norther 

(1) F 
date of i 
executed 
accompa 
authoriz 
authoriz 
owned 01 

(2) F 
issuance 
F.P.C. 5 
page of 1 
such she 
commitn 
customer 
reserves, 
and, 

(3) W 
revised s' 
executed 
CD-1 of 
paragray 

(C) A 


under th 





NORTHERN NATURAL GAS CO. 197 


ublic convenience and necessity and a certificate therefor should be 
ssued as hereinafter ordered, upon the terms and conditions contained 
n the order, which terms and conditions are reasonable and are re- 
juired by the public convenience and necessity. 

(5) The issuance of a certificate as hereinafter ordered and condi- 
ioned is appropriate and necessary for carrying out the provisions 
»f the Natural Gas Act. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
ame is hereby issued authorizing Northern Natural Gas Co. to con- 
truct and operate the facilities hereinbefore referred to and described 
n table No. 1 hereof and the branch lines hereinbefore referred to for 
lelivery of natural gas to the town borders of Coon Rapids and 
guthrie Center, Iowa, and Madelia, St. James, Sleepy Eye, and 
Springfield, Minn., which are more fully described in the amended 
und supplemented application and the record in this proceeding, for 
he transportation and sale of natural gas as set forth therein, subject 
o the jurisdiction of the Commission, upon the terms and conditions 
if this order. 

(B) Asa condition attached to the issuance of the certificate herein, 
Northern shall: 

(1) File with the Commission, within 30 days next following the 
late of issuance of this opinion and order, an undertaking in writing, 
sxecuted by its chief executive officer and attested to by its Secretary, 
1ccompanied by a verified copy of a resolution of its board of directors 
1uthorizing same, committing to the rendition of the service herein 
1uthorized, all its natural gas reserves shown in this proceeding to be 
owned or controlled by it; 

(2) File with the Commission, within 30 days next following the 
issuance of this opinion and order, a second revised sheet No. 39 to its 
F. P. C. gas tariff, first revised volume No. 2, such sheet to be the second 
page of its form of service agreement under its rate schedule CD-1 and 
such sheet to include, as an integral part thereof, a firm and binding 
commitment to the performance of the service undertaken to each such 
customer, as provided in subparagraph (1) above, all its natural gas 
reserves, as shown in this proceeding to be owned or controlled by it; 
and, 

(3) Within 30 days next following the acceptance of such second 
revised sheet No. 39 for filing, file in the revised form herein provided, 
executed service agreements with its customers under its rate schedule 
CD-1 of its F. P. C. gas tariff covering the services provided for in 
paragraph (C) hereof. 

(C) As a condition attached to the exercise of the rights granted 
under the certificate herein, Northern shall : ; 
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(1) Not alienate, sell or transfer the natural gas reserves, which 
under the terms and condition set forth in paragraph (B) above it shall 
have committed to the rendition of service herein authorized, as long as 
natural gas may be economically produced therefrom for rendition of 
such service: Provided, however, That nothing contained in this order 
shall be construed to prevent the normal trading of individual leases or 
wells solely for the purpose of obtaining more economic production 
units; 

(2) Pursuant to appropriate service agreements which shall be exe- 
cuted by it under rate schedule CD-1 of its effective F. P. C. gas 
tariff, provide: 

(a) Contract demand natural gas service to all its customers named 
in table No. 2 hereof, and make available to each such customer the 
respective contract demand volume of natural gas per day set forth 
in column (4) of said table No. 2, excepting Minnesota Valley Natural 
Gas Co.; 

(b) Contract demand natural gas service to Minnesota Valley 
Natural Gas Co., and make available to such customer a contract. de- 
mand volume of 29,034 M. ec. f. of natural gas per day for service in 
communities presently served and for service in Madelia, St. James. 
Sleepy Eye, and Springfield, Minn., and their environs; and 

(c) Contract demand natural gas service to the municipalities of 
Coon Rapids and Guthrie Center, Iowa, and make available to such 
municipalities, respectively, contract demand volumes of 500 M. c. f. 
and 480 M. c. f. of natural gas per day, for service therein and their 
environs. 

(3) Construct and operate the branch pipelines hereinbefore re- 
ferred to, and authorized for making deliveries of natural gas at the 
town border of Coon Rapids and Guthrie Center, Iowa, and Madelia, 
St. James, Sleepy Eye, and Springfield, Minn., and Northern shall 
make available the quantities of natural gas in the amounts set forth 
in paragraph (C) (2) above for service at the respective town borders 
of the aforesaid six communities. 

(4) Unless otherwise ordered by the Commission for good cause 
shown, commence construction of all facilities herein authorized at 
such time, and such construction shall be so completed, as will permit 
all such facilities being placed in operation on or before November 
27, 1952; 

(5) Report to the Commission, in writing and under oath, the 
commencement date of the construction of the facilities herein author- 
ized and thereafter shall submit monthly reports of construction 
progress until the facilities authorized are completed, and shall report 
the completion date of the construction of the facilities, together with 
the date of commencement of operations; 
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(6) Not utilize the facilities herein authorized for the transporta- 
ion or sale of natural gas to any new customers except upon specific 
uthorization granted by the Commission, and such facilities shall 
ot be used for the transportation or sale of natural gas to any cus- 
omers except as specifically authorized by the Commission ; 

(7) Not transfer the certificate herein issued, and it shall be effec- 
ive only so long as Northern continues the operations hereby author- 
zed in accordance with the provisions and requirements of the Natural 
ras Act, this order, and of any pertinent rules, regulations, or orders 
ieretofore or hereafter issued by the Commission ; 

(8) Within 30 days next following issuance of this opinion and 
der, file with the Commission appropriate applications for certifi- 
‘ates of public convenience and necessity : 

(a) Authorizing the construction and operation of the facilities 
nereinbefore described and referred to as claimed by Northern as 
“xempt from the Commission’s jurisdiction by reason of section 1 (b) 
»f the Natural Gas Act; and 

(b) Authorizing the construction and operation of the facilities 
hereinbefore described and referred to as claimed by Northern as 
exempt from the Commission’s jurisdiction by reason of section 2.55 
of the Commission’s general rules and regulations (18 C. F. R. 2.55), 
or establishing that such certificate is not required. 

(D) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceedings now pending or hereafter instituted by or against Northern. 
Commissioner Drarer dissenting. 

Commissioner Dory not participating. 


Adopted: June 18. 1952. Issued: June 24, 1952 


APPENDIX A 
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NoRTHERN’S 600 To 675 MILLION Cupic FEET TEMPORARILY CERTIFICATED CAPACITY 
ADDITIONS 


Part A. Loop Pipeline Additions 


Length, miles 


ad of 26-inch out- | ,, 
Location side diameter Estimated cost 
pipe 

(1) Mullinville, Kans., North 28.5 $1, 573, 000 
(2) Bushton, Kans., North 21.0 1, 100, 000 
(3) Undercrossing, Republican River 75, 700 
(4) Clifton, Kans., North __. 31.7 1, 683, 000 
(5) Undercrossing, Little Blue River 110 300 
(6) Beatrice, Nebr., North. __- 19.1 1, 018, 300 
(7) Undercrossing, Big Blue River 


71, 700 


Subtotal. _- ts - : 100.3 5, 632, 000 
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Part B. Compressor Station Additions 


' Total 

Compressor station —— horse- 

. power 

(1) Sunray, Tex... 2 3, 200 
(2) Mullinville, Kans 3 4, 800 
(3) Holeomb, Kans 3 4, 800 
(4) Bushton, Kans 3 4, 800 
(5) Clifton, Kans. 4 6, 400 
(6) Beatrice, Nebr 3 4, 800 
(7) Palmyra, Nebr 3 4, 800 
(8) Oakland, Iowa 3 4, 800 
(9) Ogden, Iowa 3 4, 800 
(10) Ventura, Iowa_- 3 4, 800 
Subtotal_- 30 48, 000 


Total for temporarily certificated additions 


APPENDIX 5 


A. Pipelines 

[9 miles of 24-inch pipeline which form a segment of] 36.3 miles 16’’-20’’- 
24’’ Trunkline Texas Co. Oklahoma AGP (Stone-braker) acreage. 

[21 miles of 26-inch pipeline which form a segment of] 28.2 miles 16’’—24’’- 


1. 


» 


tm oo 


0. 


— 
i) 


9 


2 
o. 


~ 


Re 
9 

4. 
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26’’ Trunkline Morton-Stevens Co., Kansas AGP acreage. 


2.5 miles 20’’ Suction and Discharge Lines Tate Field Station. 
2 miles 26’’ Second Suction Line Holcomb Station. 


above. 


Compressor Stations 


Hugoton—13,200 hp. Station. 
Tate—880 hp. Station. 
Tate—1—440 hp. Addition. 


Transmission System 


19.4 miles 16’’ Second Branch Line—Omaha. 


. Increase Branch Line Capacity for Old Communities. 


0.3 Mile Albert Lea, Minn., Line Extension. 

River Undercrossing Replacements (Solomon, Salt, Saline and 
Creek). 

Replace 7,500 Feet 12’’ with 20’’ High Bridge Power Plant Line. 

2 Miles Fourth Line to Minneapolis. 

Little Blue River Bridge Extension. 


D. Town Border and Main Line Sales Measuring Stations 


i 


9 


Omaha Second Measuring Station. 
Des Moines Second Measuring Station. 


3. Albert Lea, Minn., New Measuring Station. 
4. 


Estimated 


cost 


$774, 000 
, 023, 000 
, 098, 000 
, 220, 000 
, 874, 000 
, 172,000 
, 251, 000 
, 727,000 
, 519, 000 
, 819, 000 


, 880, 000 
512, 000 


. 41 miles 24’’ Trunkline Hugoton Field Station to Kearny-Grant Trunkline. 


3. 4.16 miles 24’’ Trunkline Morton Co., Kansas, Continuation of Item (1) 


Stevens 


Relocate and Replace Hight Bridge Power Plant Measuring Station. 


SmirH, Commissioner, concurring : 
I agree that, in these circumstances, the certificate given to Northern 
Natural herein should—and properly can—be conditioned to require 
the firm commitment and “dedication” by Northern to the service 
now authorized of the natural-gas reserves which it controls, and 
which it has presented in this proceeding to support its claim of 
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ability and willingness to perform such service, together with a 
provision for their “non-alienation.” * 

To me it does not seem reasonable or sensible that a natural-gas 
company should be able to come before this Commission seeking a 
certificate of public convenience and necessity, and obtain support 
from its customers in reliance upon a given gas supply; and then, the 
certificate having been granted, be free to dispose of this element 
which is so indispensable and basic in its undertaking to serve those 
customers and in turn the public. I do not believe the framers of the 
Natural Gas Act intended that any such result should be possible. 
Nor do I think, notwithstanding Northern’s contentions to the con- 
trary, that the circumstances here fall within the proscription of the 
Supreme Court of the United States in the Panhandle case (Hugoton). 

In that instance the Court held that the transfer of certain undevel- 
oped gas leases from Panhandle to its wholly owned subsidiary— 
whose shares were simultaneously distributed to Panhandle’s stock- 
holders as a stock dividend—were beyond our control, because of the 
denial by the Congress, through section 1 (b) of the Natural Gas Act, 
of jurisdiction to this Commission over the production or gathering 
of natural gas. In the Panhandle case, the Court stated that there 
was not in the Colorado Interstate case * “a precedent for regulation 
of any part of production or marketing” ;* regarded leases as “an 
essential part of production”, and the transfer of the undeveloped 
gas leases in question as an “activity related to the production and 
gathering of natural gas and beyond the coverage of the act” ;*® and, 
after analyzing the legislative history of the Natural Gas Act as a 
whole, concluded that its provisions” . . . do not even by implication 
suggest to us an extension of the regulatory provisions of the act to 
cover incidents connected with the production or gathering of gas”, 
which those undeveloped leases were held to be. 

There, however, the leases involved, although they had been included 
with other gas reserves in certificate proceedings before this Commis- 
sion, were neither developed nor connected with the pipeline system 
of Panhandle. Nor did the particular leases in question constitute a 
very significant portion of the then admittedly adequate total gas 


*A somewhat similar condition was accepted by the applicant in our order in Colorado 
Interstate Gas Co. and Canadian River Gas Co., paragraph A, clauses (i) and (iv), 10 
F. P. C. 778, 780, and our opinion 10 F. P. C. 105, 116; after having been stipulated in the 
termination of a lawsuit between Colorado Interstate and one of its customers, Natural 
Gas Pipeline Co. 

* Federal Power Commission v. Panhandle Eastern Pipe Line Co., et al., 337 U. S. 498 
(1949). 

* Colorado Interstate Gas Co. v. Federal Power Commission, et al., 324 U. S. 581 (1945). 

*3387 U. S. 498,506. [Emphasis supplied. j 

*Ibid.,505. [Emphasis supplied.] 

*Tbid.,515. [Emphasis supplied. ] 

*Ibid.,506. [Emphasis supplied.] 
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supply of that system.* Furthermore, the preventive action of the 
Commission was attempted, not in connection with a proceeding upon 
an application for a certificate to enlarge Panhandle’s facilities and 
market sales, but, so to speak, after the fact and in the face of a specific 
proposal by the transferee to utilize the gas in question to serve recog- 
nized needs within Kansas—the state of production. 

Here the factual situation is vastly different. As the opinion of 
the Commission points out, “. . . these estimates make it plain that 
Northern has shown the barest minimum gas supply that can be 
considered adequate....And this minimum is achieved only by 
assuming that Northern’s currently controlled gas reserves . . . will 

continue to be available for supplying the requirements of North- 
ern’s customers served from the proposed 825 million cubic feet 
system.” Of the entire gas reserves controlled by Northern, as pre- 
sented on this record, close to a quarter of the total, or over 1.48 trillion 
cubic feet,” is attributable to reserves owned by Northern under lease; 
on a deliverability-life basis, Northern’s own production would appear 
to be of even greater relative importance in terms of its contribution to 
the indicated survival life of the enlarged system and its presently 
committed reserves." As I understand it, these are largely developed 
acreages, already connected with the system, and it is proposed to 
attach the balance of the acreage to Northern’s system through facili- 
ties which are involved, and to serve markets as authorized, in the 
instant certificate proceeding. 

Under these circumstances, and in the face of Northern’s frank 
statements in its 1950 and 1951 reports to its stockholders indicating 
that these reserves might be disposed of to undisclosed purchasers if 
Northern is not satisfied with the Commission’s treatment of this 
pipeline-produced gas for rate-making purposes, the condition seems 
warranted. Without going into all the alternatives and probabilities 
on this score, it seems clear that, under all the conditions here present, 
the Commission can scarcely do less than attempt to secure acceptance 
of and compliance with what appear, in these circumstances, to be 
reasonable commitment and non-alienation conditions required by the 
public convenience and necessity, which seems to me to fall within 
the purview of section 7 (e) of the Act. Certainly, in view of the 
demonstrated market requirements of the areas served by Northern 
and its evident desire to enlarge its facilities, gas supply, and sales 
to meet them, this action is much more in the public interest than 





’The Court found that there were involved gas leases on approximately 97,000 acres of 
land in the Hugoton field in Kansas. These reserves, which were “undeveloped and not 
connected with any pipeline system * * * [were] estimated at approximately 700 billion 
cubie feet.” 337 U. S. 498, 500. The Court stated that these leases covered” * * * an 
estimated 12 percent of [Panhandle’s] total gas reserves * * *” 337 U. S. 498, 499. 

* Opinion 11 F. P. C. 174, 193. 

1 At 16.4 pounds per square inch absolute. Opinion 11 F. P. C. 174, 191, table 3. 

1 Ibid., 192, table 4. 
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would be the alternative suggested by staff counsel—outright denial 
of the application. 

Some further observations, however, are pertinent. For one thing, 
while we can issue what we deem to be a reasonably-conditioned cer- 
tificate in any given situation, we are of course without authority to 
compel its acceptance. It is to be hoped—and expected—that. North- 
ern’s sense of public obligation to its customers, and to the consuming 
public dependent upon it and upon them for service, will lead it to 
not refuse the conditional certificate issued herein. Likewise, not 
only is our authority to enforce reasonable standards of service some- 
what less than that commonly conferred upon public utility commis- 
sions, but also—as Northern has pointed out, although in what I 
regard as an inapposite connection “—our power to require extensions 
of service and facilities under section 7 (a) of the Natural Gas Act is 
rather strictly limited.* Furthermore, while I have but little doubt 
regarding the legal validity—in the circumstances of this case—of 
our commitment and non-alienation conditions, the fact remains that, 
should an appeal be taken, the issue upon review would be one of 
first impression as a condition imposed upon a full record made in a 
certificate proceeding. 

From time to time it has been suggested that at least some of these 
defects of the Natural Gas Act should be cured by legislation. With 
this view I have long been in full accord. It may even turn out that 
some amendatory legislation of general application may eventually 
be required to secure the proper commitment and non-alienation of 
pipeline-owned and pipeline-produced gas, and to prevent the sort of 
legerdemain—or “now you see it, now you don’t”—which would be 
involved in what Northern suggests as a possibility, and the staff evi- 
dently fears as a threat, in this case. If so, I would join whole- 
heartedly in urging its enactment.’* For it seems to me that there 
would be something strikingly and strangely wrong in a situation 
which would permit a pipeline to freely withdraw gas reserves from 

2 Indeed, in two important recent cases, both involving service in New England, appli- 
eants have failed to utilize the authority conferred upon them by certificates which the 
Commission issued in docket Nos. G—1573 and G—1614, Tennessee Gas Transmission Co., 
et al., orders 10 F. P. C. 1047, 10 F. P. C. 1295, and 11 F. P. C. 1050; docket No. G-1277, 
Transcontinental Gas Pipe Line Corp., opinion 9 F. P. C. 271, and orders 11 F. P. C. 720, 
11 F. P. C. 840, and 11 F. P. C. 1044. 

See Natural Gas Investigation, docket No. G-580, Report of Commissioners Smith 
and Wimberly, p. 27; Testimony on Amendments to the Natural Gas Act, H. R. 4051, 
before the Senate Committee on Interstate and Foreign Commerce, 80th Cong., 2d Sess. 


(1948) ; Sist Annual Report of the Federal Power Commission, (1951), p. 145, (Recom- 
mendation 9 (2)). 

4 See discussion in opinion 11 F. P. C. 174, at p. 187. 

% See Natural Gas Investigation, docket No. G—580, Report of Commissioners Smith and 
Wimberly (1948), pp. 27-28; Testimony on Amendments to Natural Gas Act, H. R. 4051, 
before the Senate Committee on Interstate and Foreign Commerce, 80th Cong., 2d Sess. 
(1948). 

“31st Annual Report of the Federal Power Commission, (1951), p. 145, (Recommen- 
dation 8 (3)). 
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the service of the general public after solemnly proving upon a record 
snade before this Commission the availability of that same gas as an 
essential basis for securing a certificate of convenience and necessity 
to inaugurate or enlarge its service to the public. 

At the same time, however, the whole situation presents an almost 
ivonical paradox, the seriousness of which may well be pointed up here. 
Not only would it seem shockingly wrong if a pipeline should be free to 
dispose of its gas reserves upon the basis of which authorization to 
serve the public has been given, but on the other hand, as Northern 
itself has put it: 

Certainly the incentive * * * to search for and to lease gas acreage and to 
produce gas therefrom is for the benefit of all the gas consumers and customers 
which it serves. Such incentive should be encouraged and protected as opposed 
to being discouraged and destroyed.” 

Yet, it seems to me, the traditional rate-making policies of this Com- 
inission in respect of pipeline-produced gas have precisely the latter 
effect. Therefore, it follows that the remedy lies largely in our 
hands—simply as a matter of the exercise of our administrative dis- 
cretion under the Natural Gas Act—if we will but recognize the prob- 
lem and act to meet it. 

As a practical matter of very real advantage to the consuming pub- 
lic, in my view, pipelines should be encouraged to find, develop, attach, 
and retain in public service their own reserves of natural gas in sub- 
stantial proportions. There are a number of reasons why this is so. 
For one thing, a pipeline’s possession of a goodly supply of gas is a 
very useful factor in its bargaining with independent producers for 
such other gas as it must buy. For another, when gas is produced as 
well as purchased, a pipeline can effect material savings by taking its 
purchased gas at relatively even rates, or on high load factors, using 
its own production—free from requirements as to minimum takes, 
etc.—to meet the swings between peaks and valleys of the over-all de- 
mands on its system. This becomes particularly important where 
pipelines depend to a considerable degree upon casing-head gas, which 
might otherwise be flared or vented, and which, because of variations 
in the rate of oil production, it is desirable to back up with reliable 
sources of dry gas.** Savings of cost, as well as better assurance of 
continuing adequate supplies of gas, from either or both of these 

7 Reply Brief of Northern Natural Gas Co., docket No. G—1618, filed April 24, 1952, 
p. 44. (Emphasis supplied. ) 

1 Thus El Paso Natural Gas Co., which our presiding examiner characterized in his 
initial decision in docket No. G-1629 (affirmed Nov. 29, 1951) as now relying upon flare 
gas for approximately 80 percent of the total natural gas which it transports, in 1940 
purchased from others all of the 28,954,611 M. c. f. of natural gas which it transported 
and sold; but by the end of 1951 had acquired developed reserves from which it pro- 


duced 12,408,192 M. ec. f., or about 3.2 percent of its total pipeline requirements, which 
in that year amounted to 382,646,480 M. c. f. 
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sources, redound to the advantage, not simply of the pipeline company, 
but ultimately of the consumer and the national interest. 

Yet so long as this Commission persists in its conventional rate-base 
approach to the pricing of pipeline-produced gas for rate-making pur- 
poses it diminishes the incentive to pipeline gas discovery, develop- 
ment and production; indeed, it provides a strong incentive for pipe- 
lines having reserves upon which they are prevented from realizing 
anything approaching the value of their gas as a commodity, or even 
what they are paying others in the same producing areas for gas which 
they must buy, to search out devices whereby they can further the im- 
mediate interests of their stockholders by divorcing their production 
properties from their regulated interstate pipeline operations. 

Prior to the effective date of the Natural Gas Act, most of the major 
pipeline systems were also important producers of natural gas. In 
1940 the eight major interstate pipelines then operating produced— 
either directly or through subsidiaries or affiliates—over 47 percent of 
the more than 652,000,000 M. c. f. of natural gas which they transported 
and sold, the percentages varying from 9.4 percent in the case of this 
Applicant to 100 percent in the case of Colorado Interstate.” Since 
that date, however—during a period which has seen the investment in 
natural gas companies reporting to this Commission rise from 
$1,927,974,000 on December 31, 1940, to $4,510,768,000 at the end of 
1950, and when the total gas sales of these companies increased between 
those same dates from 1,924,518 million cubic feet to 5,667,413 million 
cubic feet—every large system which has been authorized and con- 
structed has relied almost entirely on gas purchased from others, to 
the exclusion of acquiring reserves of its own. Seven such newer sys- 
tems serving great consuming areas throughout the northern and east- 
ern sections of the United States transported and sold in 1951 more 
than 1,246,000,000 M. c. f. of natural gas, virtually all of which was 


1 The details are as follows: 




















[1940] 

Thousand Thousand aa ds 

eubie feet cubic feet I ———, -_ ~. 

produced purchased |Pro@uced) purchase 
Cities Service Gas Co @ 52, 534, 040 47, 756, 864 52.4 47.6 
Colorado Interstate Gas co.> 36, 523, 371 100.0 
Mississippi River Fuel Corp. < 3, 890, 326 10.1 89.9 
Natural Gas Pipe Line Co.¢_- 61, 205, 400 77.1 22.9 
Northern Natural Gas Co-. 5, 201, 384 9.4 90.6 
Panhandle Eastern Pipe Line Co 26, 578, 757 7, 49.1 50.9 
Southern Natural Gas Co 46, ! 100.0 
United Gas Pipe Line Co.¢_- 122, 246, 683 119, 110, 720 50. 6 49.4 

Total 308, 179, 961 344, 121, 938 47.2 52.8 


» Gas received from affiliate (Cities Service Co.), listed as produced. 

> Gas received from affiliate (Canadian River Gas Co.), listed as produced. 

¢ Gas received from affiliate (Hope Producing Co. and Interstate Natural Gas Co.), listed as 
produced. 

4 Gas received from affiliate (Texoma Natural Gas Co.), listed as produced. 

* Gas received from affiliate (Union Producing Co.), listed as produced. 


304039—57—_16 
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purchased,”° as compared with upwards of 1,988,000,000 M. c. f. trans- 
ported and sold by the eight older companies referred to above, whose 
aggregate production had declined from 47.2 percent of their total 
requirements in 1940 to 30.1 percent in 1951. On an overall basis, in 
1951 gas production by these fifteen major pipelines had fallen to 18.5 
percent of their total requirements. 

I cannot believe that all this is due to coincidence, free from con- 
nection with the Commission’s rate-making methods, or—quite aside 
from any questions of equity and fairness as between the pipeline 
producer and the independent producer—that it is truly in the ulti- 
mate public interest.” While this may give the consumer immediately 





2% The details are as follows: 











[1951] 

| Thousand Thousand 

| cubic feet cubic feet 

produced | purchased 
Michigan Wisconsin Pipe Line Co. ---- poe iy ; 119, 618, 278 
Tennessee Gas Transmission Co.*_.....------- : ' wie 392, 813, 383 

Texas Eastern Transmission Corp.*. ----- ‘ 359, 193, 7: 

Texas Gas Transmission Corp-_.-...------- ae . a eee 18, 218 187, 970, 893 
Texas Illinois Gas Pipe Line Co-- oe 7, 648, 876 
Transcontinental Gas Pipe Line Corp- ---- ; 156, 965, 483 
Trankiine Gas Oo.............-.....- = Svat ‘ paid 22, 368, 891 
acntenkuiaes ioe . : bitte 18, 218 1, 246, 579, 538 


*These companies are understood to have recently organized or acquired subsidiaries to find and 
develop natural-gas reserves, but thus far no substantial volumes of gas have been produced by them 
for pipeline delivery. 


31 The details are as follows: 














[1951] 
eae | 

Thousand Thousand a Dai 
cubic feet cubic feet z 7 es ta Ae ~ 

produced purchased |Procuct — 
as a a z | ™ 
Cities Service Gas Co.¢______-- = 75, 069, 747 | 172,812,383 30.3 69.7 
Colorado Interstate Gas Co.>___- 102, 133, 247 3, 228, 216 70.3 29.7 
Mississippi River Fuel Corp.¢...----- 13, 389, 5, 935 9.6 90.4 
Natural Gas Pipe Line Co.4___- 100, 066, 72! , 540 49.5 50.5 
Northern Natural Gas Co_- 45, 048, 98: 181, 904, 221 19.8 80. 2 
Panhandle Eastern Pipe Line Co- -- 85, 126, 974 193, 557, 710 30.5 69.5 
Southern Natural Gas Co____..-------- : 15, 016, 844 181, 977, 132 | 7.6 | 92.4 
United Gas Pipe Line Co.¢*_...........-------- 162, 545, 547 388, 216, 328 5 70.5 
WR inaihopGclnektawnsecmiede 598, 397,974 1, 389, 472, 465 30.1 69.9 


@ Gas received from affiliate (Cities Service Oil Co.), listed as produced. 
> Gas received from affiliate (Canadian River Gas Co.), listed as produced. 
‘ ¢ Gas received from affiliate (Hope Producing Co. and Interstate Natural Gas Co.), listed as pro- 
uced. 
4 Gas received from affiliate (Texoma Natural Gas Co.), listed as produced, 
* Gas received from affiliate (Union Producing Co.) (Data shown for this company are for 1950, 
but this does not affect the result materially.) 

2 This relationship was given explicit recognition in the Panhandle case (Hugoton), 
where the Supreme Court stated that “* * * it was apparent that the value of producing 
facilities and the cost of gas bought by a natural-gas company from producers would be 
weighty factors in rate making whether a rate-base method or other method for fixing 
rates was used. Low valuation by the Commission of producing properties or low-cost 
allowance for purchased gas discourages erploration for gas or its sale in interstate com- 
merce. Congress knew this necessary relationship between production and distribution 
but excluded the Commission from exercising any direct control or regulation over the 
actual production and gathering of natural gas.” 337 U. S. 498, 506-507. [Emphasis 
supplied. ] 
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a somewhat lower rate, it neither assures him an adequate continuing 
supply nor promotes his long-run interest in the conservation and 
economic utilization of this irreplaceable natural resource. 

I have recently had occasion to point out in another case involving 
this same applicant, Northern Natural, that we are not legally bound 
to our present rate-making policies regarding pipeline-produced gas; 
that there is good authority for, and no barrier in the Natural Gas 
Act to, our reconsideration of this problem; and that in my judgment 
we should in a proper case and on an adequate record, endeavor to 
develop a more realistic and less shortsighted view of this entire 
matter.** There is, therefore, no need to repeat here what was said 
there. 

There have been times when suggestions that the Commission’s con- 
ventional rate-base approach to the pricing of pipeline-produced gas 
should be reconsidered have been encountered with extravagant claims 
that to do so would be to virtually abandon the regulation of natural- 
gas companies. It has even been alleged that the recognized values 
more nearly approaching the worth of the gas as a commodity—or re- 
flecting the prices actually being paid by the piplines themselves at 
arm’s-length for gas which they need to buy in the open market from 
non-associated producers in order to meet the requirements of the pub- 
lic they serve, which is ordinarily accepted without question for rate- 
making purposes—would be to permit rates to soar to the skies and 
to throw the consuming housewife to the producing wolves. Since I 
would not condone a course which would bring about or permit such 
a result, it may be well to point to some of the safeguards which, in my 
judgment, would afford effective protection of the public interest. 

Quite aside from the relatively small portion (on the average, not 
more than 17 percent) of the consumer’s bill for natural gas service 
that goes for the gas itself—which in a sense is beside the point—the 
elasticity of the demand for gas in the so-called inferior industrial 
uses, due largely to the availability of substitute fuels, would operate 
as a check upon price in an area which has accounted for a very large 
part of the country’s total natural-gas consumption, while yielding 
but a relatively small portion of the revenues of the pipeline com- 


* Concurring opinion in opinion 11 F. P. C. 123. 

*For example, boiler fuel use of natural-gas in electric utility generating stations 
increased from about 180,000,000 M. c. f., or roughly 10 percent of net marketed pro 
duction, in 1940 to over 326,000,000 M. c. f., or about 8 percent of net marketed produc- 
tion in 1945. In 1951 it had increased more than 21 percent above the figure for 1950 
to a total of over 763,000,000 M. c. f., or about 15 percent of the estimated net marketed 
production. (Sources: Federal Power Commission, Consumption of Fuel for Production 
of Electric Energy ; American Gas Association, Gas Facts.) 

While recent reliable figures are not available, a special study of industrial usage of 
natural gas in 1945 disclosed that nearly 60 percent of the total of such usage, which in 
turn was about 60 percent of the total natural gas transported interstate in that year, 
was also for boiler fuel (Natural Gas Investigation, docket No. G-580, Report of Com- 
missioners Smith and Wimberly (1948), Part VIII, particularly pp. 378-389.) 
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panies.” Because of the large volume of such use, the impact of this 
demand factor upon the overall price situation should not be under- 
emphasized. Furthermore, the same controls which are relied upon 
to protect the public against the results of monopolistic or collusive 
practices in other fields of business activity would continue to be avail- 
able in respect of natural-gas production and sale. 

In any event, however, if the substitution of a more realistic ap- 
proach for the rate-base method of pricing pipeline-produced gas 
were to eventuate in unexpected developments which the Commission 
regarded as detrimental to the public interest, it would not be power- 
less to deal with them. Unsuccessful innovations have to be abandoned 
in many fields of endeavor, but this is no argument against undertak- 
ing experiments in the effort to progress. If unrestrained and irre- 
sponsible pipeline managements were to try, in utter disregard of the 
interests of consumers, to exact “all the traffic would bear” on the gas 
which they themselves produced, they could readily be checked by a 
return to the rate-base attack on such gas. By the same token, the 
Commission remains free to recommend legislation empowering it to 
regulate the prices at which independent producers sell gas to inter- 
state pipelines, if conditions should ever develop in such an unfore- 
seen way as to require this action in the public interest. 

Meanwhile, however, it is my opinion that the Commission would 
serve, not only the purpose of fairness as between the pipeline and 
the independent producer of natural gas, but also the ultimate interest 
of the consumer in reasonable and adequate service, by so modifying 
its rate-making practices as to encourage pipeline systems to find, 
develop, attach, and retain substantial natural-gas reserves. 

Issued: June 24, 1952. 

Draper, Commissioner, dissenting: 

I dissent from this order because I cannot agree with the majority 
that the Commission has authority to attach to Northern’s certificate 
the conditions that it shall commit all its naural gas reserves shown 
in this proceeding to be owned or controlled by it to rendition of the 
authorized service and that it shall not alienate, sell or transfer such 
reserves. 

The Supreme Court has held that the transfer of gas leases, upon 
which certificates of public convenience and necessity had been based 
in part, is an activity related to the production and gathering of 
natural gas and beyond the coverage of the Natural Gas Act. Federal 
Power Commission v. Panhandle Eastern Pipe Line Co., et al., 337 
U. S. 498 (1949). The Court said, at pp. 515 and 516: 

A proposed transfer cannot be stopped by the Commission. It should not be 


permitted to delay what it cannot prevent. If the Commission is of the opinion 
that it should have power to control the disposition of leases by natural-gas 





* Footnote 25 is on page 209. 
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companies, it is authorized to call the attention of Congress to that fact. (Foot- 
notes omitted.) 

This absence of authority is highlighted by the fact that the Com- 
mission has recommended that the act be amended to require approval 
for the transfer of reserves which have constituted part of the bases 
for issuance of certificates of public convenience and necessity. 
(Thirty-First Annual Report of the Federal Power Commission, 1951, 
at p. 145.) 

The Commission cannot do by indirection that which it cannot do 
directly. If the Commission’s authority does not extend, in the absence 
of restraining conditions, to the transfer of natural gas reserves then 
a condition of the certificate proscribing the transfer of such reserves 
is not authorized by the Act. 

Moreover, section 7 (e) must be read in the light of the act as a 
whole, and particularly in the light of section 1 (b) which clearly 
states that the provisions of the act, necessarily including section 
7 (e), shall not apply “te the production or gathering of natural gas.” 
The transfer of gas leases, held to be an activity related to production 
and gathering beyond the coverage of the act, can no more be con- 
trolled by conditions attached to a certificate pursuant to section 7 (e) 
than by other authority asserted under the act. 

That a condition relating to a matter beyond this Commission’s 
jurisdiction may be void is demonstrated by United States v. Chicago, 
M., St. P. & P. R. Co., 282 U.S. 311 (1931), where the Court held to be 
beyond the authority of.the I. C. C. and void a condition, contained in 
an order approving issuance of securities, which required that a certain 
fund over which that Commission had no jurisdiction be impounded. 
The Court said, at p. 324: 


* * * the commission is empowered to make its grant of authority to issue 
securities upon such conditions as the commission may deem necessary or appro- 
priate in the premises. The power to impose such conditions, however, is not 
unlimited and may not be exercised arbitrarily or * * * unless there be found 
substantial warrant for the conditions in the applicable standards established 
by the provisions of the act relating to such securities ; 


and, at p. 326: 


It seems plain enough that the commission, by the condition here in question, 
has undertaken to lay its hands upon and control the disposition of a fund created 
by contract between private persons to which the carrier was not a party, in 
which the carrier had no enforceable interest, and which was not within the 
purview of the regulating power of the commission. 


It is with regret that I conclude that the conditions requiring com- 
mitment of Northern’s reserves are beyond the authority of this Com- 
mission. I believe that this is a situation which calls for amendment 
of the act, as this Commission has recommended, rather than an inter- 
pretation of the act at odds with that of the Courts. 

Issued: June 24, 1952. 
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IN THE MATTERS OF 


TEXAS EASTERN TRANSMISSION CORPORATION, ALA- 
BAMA-TENNESSEE NATURAL GAS COMPANY, TENNES- 
SEE GAS COMPANY, SHIPPENSBURG GAS COMPANY, 
AND CONSUMERS GAS COMPANY 


Applications for Certificates of Public Convenience and Necessity and 
Orders under Section 7 of the Natural Gas Act 


Docket Nos. G—1693, G-1473, G-1649, G-1727 and G-1737 
(Adopted July 3, 1952; Issued July 3, 1952) * 
Syllabus 


|. Commission denies authorization to sell and deliver peak-day quantity of 
107,000 M. ec. f. per day upon finding that Texas Eastern would be unable 
to meet future requirements of its firm customers if such allocation were 
authorized. P. 214. 

2. Of 91,882 M. ec. f. per day available for disposition, Commission allocates or 
reserves to 23 corporations and municipalities a total of 84,094 M. ec. f. 
per day which represents estimated peak-day requirements of customers 
authorized to be served in fifth year of operation, leaving remainder of 
unallocated gas to Texas Eastern for emergencies and unforeseen con- 
tingencies. P. 214. 


. Commission revises examiner’s allocation with respect to quantities of gas 
allocated to Shippensburg Gas Co., Consumers Gas Co., and Southeastern 
Illinois Gas Co., and orders specific quantities of gas allocated or reserved 
to Philadelphia Gas Works Co., Mid-South Gas Co., and Public Service 
Electric & Gas Co., all of which were excluded from allocation or reserva- 
tion by examiner. P. 216. 

4. To insure ability of Texas Eastern to meet its future market commitments, 
Commission conditions order upon agreement by companies and munici- 
palities to purchase gas so allocated or reserved under general service 
(GS) or standby general service (SGS) rate schedules where applicable. 
P. 220. 

. Commission grants certificate of public convenience and necessity to Texas 
Eastern authorizing sale and delivery to named municipalities and cor- 
porations of specified quantities of gas from presently unallocated and 
unsold delivery capacity which Texas Eastern will have available upon 
completion of its previously authorized expansion program. P. 223. 

. Commission issues certificate to Shippensburg Gas Co. authorizing construction 
and operation of described facilities for transportation of natural gas. 
P. 226. 


* Designated Commission opinion No, 231. 


21t 
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7. Commission denies applications of Consumers Gas, Tennessee Gas, and Ala- 
bama-Tennessee Gas Cos. to establish interconnections with facilities of 
Texas Eastern, pursuant to section 7 (a) of the Natural Gas Act. P. 226. 


By tHe ComMMISSsION : 
OPINION 


These matters are before the Commission on appeal from the deci- 
sion and accompanying order filed herein by the presiding examiner 
on March 7, 1952. In such decision and order, among other things, 
the presiding examiner, subject to review by the Commission on 
appeal or review by the Commission on its own motion, issued a cer- 
tificate of public convenience and necessity to Texas Eastern ‘Trans- 
mission Corp. (Texas Eastern), authorizing it, subject to certain 
conditions set forth in said decision and accompanying order, to sell 
and deliver to certain corporations and municipalities, from the pres- 
ently unallocated and unsold delivery capacity of its gas system, the 
volumes of gas set forth in said decision and order, authorizing and 
directing Texas Eastern to reserve from the presently unallocated and 
unsold delivery capacity of its gas system certain volumes of natural 
gas for subsequent sales to the corporations and municipalities therein 
named, and further authorizing and directing Texas Eastern to devote 
to the development and operation of its Oakford storage field all 
remaining volumes of gas obtained from the operation of its trans- 
mission system at the annual load factor set forth in docket No. G—1693 
by Texas Eastern. These remaining volumes were a major portion 
of the unallocated and unsold delivery capacity of Texas Eastern’s 
system. 

Exceptions to such decision were filed on behalf of Texas Eastern, 
Shippensburg Gas Co., Arkansas-Missouri Power Co., Equitable Gas 
Co., County Gas Co., Gas Transport, Inc., United Natural Gas Co.. 
Philadelphia Gas Works Co., the City of Cairo, MidSouth Gas Co., 
Alabama-Tennessee Natural Gas Co., Southeastern Illinois Gas Co., 
the Consolidated System Companies, Duquesne Natural Gas Co., 
Public Service Electric & Gas Co. of New Jersey, National Gas & Oil 
Corp., Ohio Fuel Gas Co., The Manufacturers Light & Heat Co., Car- 
negie Natural Gas Co., and the staff of the Commission. A number of 
such parties participated in the oral argument heard by us on May 22 
and May 23, 1952. 

Texas Eastern’s application in docket No. G—1693 was filed on 
May 25, 1951, in conformity with a condition in our order accompany- 
ing opinion 10 F. P. C. 35, 69, wherein we directed Texas Eastern to 
file an application pursuant to section 7 (c) of the Natural Gas Act 
requesting authorization for the sale and delivery of the difference 
between the additional system sales capacity therein authorized and 
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‘he total of the sales and deliveries we there authorized Texas Eastern 
omake. This difference was estimated in our opinion 10 F. P. C. 35 
'o be approximately 91,882 M. c. f. per day. The other applications, as 
related in the examiner’s decision, were duly consolidated for the 
purpose of hearing with Texas Eastern’s application in docket No. 
47-1693 and the hearing followed which resulted in the examiner’s 
decision here appealed from. 

We have considered carefully the record in these consolidated pro 
eedings and the several exceptions which have been filed to the de 
‘ision of the presiding examiner, and we have heard oral argument 
presented on behalf of various appellants. We conclude that the 
presiding examiner erred in deciding that Texas Eastern should 
deliver the major portion of the gas to be allocated in these proceed 
ings to its Oakford storage field in order to accelerate its develop 
ment, and that certain of the presiding examiner’s findings and con- 
clusions concerning the allocation or reservation of gas for specific 
customers must be altered or set aside. 

In his decision, the presiding examiner concluded that, in determin 
ing what disposition should be made of the remainder of Texas East 
ern’s unallocated and unsold delivery capacity, the most important 
factor to be considered was the imperative necessity that the Oakford 
storage field be completed and put into operation in the shortest pos 
sible time. He accordingly allocated or reserved only 28,081 M. c. f. 
of gas on a peak day in the fifth year (1956-1957) to certain of Texas 
Eastern’s customers, and proposed that the balance of the available 
gas be disposed of by requiring Texas Eastern to inject it into the 
Oakford storage field to accelerate development of that project. 

We do not agree with the examiner that accelerated development of 
the Oakford storage field is in issue in these proceedings. As clearly 
appears from our order of February 27, 1951, the matters to be deter 
mined herein relate to the allocation of gas to specific customers, and 
not to the disposition of available gas as between sales to customers and 
accelerated development of the Oakford storage field. 

It is true, of course, that Texas Eastern must inject large quantities 
of gas into the Oakford storage field in order that gas may later be 
withdrawn from the field to enable Texas Eastern to meet its system 
sales requirements. This does not mean, however, that this is the 
proper proceeding to determine the method of development of the 
Oakford storage field—that question was presented and disposed of 
in docket No. G—1391. wherein we issued a certificate authorizing con- 
struction and operation of the project, and in docket No. G—1012 
wherein Texas Eastern presented additional evidence on the pro- 
posed storage operations. It does mean that in allocating gas in these 
proceedings, it must be determined that Texas Eastern will be enabled 
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to meet the requirements of its firm customers, including those author- 
ized to be served herein, and to develop its storage program as pre- 
viously authorized within the confines of its existing gas supply. 

Nor do we agree with Texas Eastern and others who claim that the 
amount of gas which should be allocated approximates the 107,000 
M. ec. f. which Texas Eastern requests authorization to deliver and 
sell. Texas Eastern’s exhibit 6 in docket No. G—-1693, which sets forth 
Texas Eastern’s system annual gas balance for the years 1952 through 
1957, and is based upon a projection of the estimated sales during those 
years if Texas Eastern should receive authorization to make the sales 
proposed, shows that in order to deliver such quantities of gas in 1956 
and 1957, Texas Eastern would be required to obtain gas “from other 
sources” amounting to 9,197,200 M. c. f. in 1956 and to 11,165,800 M. c. f 
in 1957. There is nothing in the record to indicate from what source 
Texas Eastern would derive the necessary gas to make up this defi- 
ciency in gas supply, except a note in exhibit 6 which states that these 
essential amounts of gas would be obtained by increasing the quanti- 
ties of gas purchased at Kosciusko from United Gas Pipe Line Co. and 
by purchasing surplus gas from other companies. 

Such evidence does not provide a basis for a determination by us that 
the public convenience and necessity require that a certificate be issued 
authorizing Texas Eastern to deliver 107,000 M. ec. f. per day to its 
customers as proposed by Texas Eastern. It does, however, demon- 
strate that if the allocation proposed by Texas Eastern were to be 
authorized, Texas Eastern, within the limitations of its existing gas 
supply, would be unable to meet the future requirements of its firm 
customers. We conclude, therefore, that Texas Eastern’s proposal to 
sell and deliver the peak-day quantity of approximately 107,000 M. c. f. 
per day cannot be accepted. 

Our allocation of the gas available for disposition, as hereinafter set 
forth, disposes of the major portion of Texas Eastern’s allocated sys- 
tem sales capacity, which amount we estimated in docket No. G—-1012 as 
91,882 M.c. f. perday. Our allocation will total a maximum of 84,094 
M. c. f. per day which is the estimated peak-day requirements of the 
customers herein authorized to be served in the fifth year of operation 
(1956- 1957), thus leaving a small balance of gas available for emer- 
gencies and unforeseen contingencies. Upon the basis of the record 
liere, it appears Texas Eastern will be able, under our allocation, to 
meet the future requirements of its customers within the limitations of 
its existing gas supply. 

On the basis of the record in these proceedings we conclude that the 
following disposition should be made of the separate requests for allo- 

cation of natural gas from Texas Eastern’s presently unallocated and 
aa daily delivery capacity, subject to the conditions hereinafter set 





forth, a 
tions an 
specified 


Alabama-Tet1 
Tennessee G: 
Shippensbur; 
Consumers ( 
Illinois Elect 
Village of No 
‘ity of Some 
‘ity of LaFa 
‘ity of Oran 
‘ity of Leba 
‘ity of Lawr 
Waynesburg 

‘Town of Bel 
Permian Oil 

City Gas Co 
Town of Rec 
Patoka Deve 
Fulton Gas ¢ 
Ohio Valley 

City of Caire 
Southeastern 
New York & 
Indiana Gas 
Ohio Fuel G 
Missouri Uti 
Philadelphia 
Consolidated 
Gas Transpo 
Duquesne N 
County Gas 
Arkansas-Mi 
Carnegie Na 
MidSouth G 
Equitable G 
Jersey Cent 
National Ga 
United Natt 
Public Servi 


Totals 


! Lesser an 
*The recor 
M. c. f. per d: 
per day. 
On th 
amount 
tential 1 
petition 
The w 
of natu 
to enabl 
wherein 
The v 
of natu 
for poss 
such pa 





TEXAS EASTERN TRANSMISSION CORP., ET AL. 215 


orth, and that delivery by Texas Eastern to the following corpora- 
ions and municipalities shall not exceed the maximum daily volumes 
pecified unless otherwise ordered by the Commission : 


All volumes are M. ¢. f 


Applicant or intervener 


Volume Allo- Reserved 





sought cated 

.labama-Tennessee Natural Gas Co 1, 500 0 0 
‘ennessee Gas Co 2, 141 0 2, 141 
hippensburg Gas Co-. : 376 376 0 
‘onsumers Gas Co 3, 300 2, 375 0 
llinois Electric & Gas Co 700 700 0 
‘illage of Norris City, Ill... 450 0 450 
‘ity of Somerset, Ky-. 2, 000 2,000 0 
sity of LaFayette, Tenn j 500 0 530 
‘ity of Oran, Mo-.-- Orr 0 O75 
‘ity of Lebanon, Tenn 0 2. 069 
‘ity of Lawrenceburg, Tenn 0 1, 591 
Vaynesburg Home Gas Co 400 0 
‘own of Belmont, Miss 0 200 
ermian Oil & Gas Co 0 300 
‘ity Gas Co. of N. J 0 0 
‘own of Red Bay, Ala 0 454 
’atoka Development Corp ‘ ; 2, 000 0 3, 400 
‘ulton Gas Co... 400 0 400 
Jhio Valley Gas Corp ‘ 4, 000 0 4, 000 
‘ity of Cairo, Il . 5, 007 0 3, 600 
southeastern Illinois Gas Co 1, 400 600 0 
New York & Richmond Gas Co 12, 000 2, 220 0 
ndiana Gas & Water Co., Inc 4 600 0 0 
Jhio Fuel Gas Co. and The Manufacturers Light & Heat Co 12, 646 0 0 
Missouri Utilities Co 4, 000 0 0 
Philadelphia Gas Works Co *4, 000 4, 000 0 
‘onsolidated System Companies 13, 577 0 0 
(ias Transport, Inc_. . 9, 400 0 0 
Duquesne Natural Gas Co 1, 480 0 0 
County Gas Co 3, 000 0 0 
Arkansas-Missouri Power Co 5, 100 0 0 
Carnegie Natural Gas Co 5, 000 0 0 
MidSouth Gas Co 6, 513 0 6, 513 
Equitable Gas Co 1,474 0 0 
Jersey Central Power & Light Co : 245 0 0 
National Gas & Oil Corp... 5, 000 0 0 
United Natural Gas Co 2, 209 0 0 
Public Service Electric & Gas Co 45, 500 0 45, 500 

Totals 161, 251 12, 671 71, 423 


! Lesser amounts reserved in first four years of operation 
*The record indicates that Philadelphia entered into a letter agreement with Texas Eastern for 4,000 
aaa day although it desired, if possible, an additional 11,000 M. c. f. per day or a total of 15,000 M. c. f. 

On the foregoing tabulation the terms “Volume sought” and the 
amount thereunder refer to the volume of natural gas which a po- 
tential municipality or corporation requested be allocated to it in its 
petition to intervene or in an application filed under section 7. 

The word “Allocated” and the amount thereunder refer to the volume 
of natural gas which we find is required by a party to the proceeding 
to enable it to fulfill its reasonably foreseeable requirements, in cases 
wherein no further action by the Commission is required. 

The word “Reserved” and the amount thereunder refer to a volume 
of natural gas which we require Texas Eastern to, in effect, withhold 
for possible future delivery to specific parties pending compliance by 
such parties with the conditions of the order issued herein. 
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It will be noted that our allocation differs from that set forth by the 
presiding examiner in his decision with respect to the quantities of gas 
allocated to Shippensburg Gas Co., Consumers Gas Co., and South- 
astern Illinois Gas Co., and that we allocate or reserve specific quanti- 
ties of gas to Philadelphia Gas Works Co., Mid-South Gas Co., and 
Public Service Electric & Gas Co., all of which companies were ex- 
cluded from any allocation or reservation of gas by the examiner. 
We shall now discuss our allocation of gas to each of these customers 
in greater detail. 

Shippensburg Gas Co.—The record shows that the quantity of 
gas sought herein by Shippensburg, 376 M. c. f. per day at the end 
of the fifth year, reasonably corresponds to the estimated needs of 
Shippensburg’s prospective domestic customers, and assures the feas- 
ibility of its proposed project. Accordingly, we conclude that Ship- 
pensburg Gas Co. should be allocated a maximum daily quantity of 
376 M. c. f. instead of the 276 M. c. f. authorized by the presiding ex- 
aminer; and our findings and order hereinafter set forth make ap- 
propriate provision therefor. 

Consumers Gas Co.—The estimated peak-day requirements of Con- 
sumers in the fifth year are 3,700 M. c. f. In view of the fact that 
Consumers has available an estimated minimum daily volume of 200 
M. c. f. produced from local fields, that it has a peak-shaving plant 
with a capacity of 825 M. c. f. per day, and that 500 M. c. f. per day 
has already been allocated to it in other proceedings before this Com- 
mission,? we conclude that the additional volume of 2,700 M. c. f. fixed 
by the presiding examiner herein is too large, and that the maximum 
daily volume of 2,375 M. c. f. recommended by the staff more nearly 
corresponds to Consumers’ requirements. Our order, hereinafter set 
forth, so provides. 

Southeastern Illinois Gas Co—Southeastern Illinois is presently 
supplied with a previously authorized volume of 500 M. c. f. daily 
from Texas Eastern under the latter company’s presently effective 
DCQ rate schedule. It has requested an additional volume of 1,400 
M. c. f. per day. In his decision, the presiding examiner concluded 
that the record warranted that an additional quantity of only 375 
M. c. f. per day be made available to Southeastern Ilinois. 

We conclude that the additional volume of 600 M. ec. f. per day 
recommended by the staff is required to enable Southeastern Illinois 
to meet its estimated market requirements. Exhibit 139 indicates 
that Southeastern Illinois needs more gas than has been allocated 
to it here by the examiner if it is to meet its existing requirements and 
provide for future market growth. Our order provides for the alloca- 


* In the Matter of Consumers Gas Co., et al., 11 F. P. C. 878. 
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tion of the maximum daily quantity of 600 M. ¢. f. for Southeastern 
Ilinois. 

Philadelphia Gas Works Co.—The evidence of record in this pro- 
ceeding discloses that Philadelphia Gas Works Co. will require an addi- 
tional volume of natural gas to meet its estimated 1952-1953 peak-day 
requirements. 

We cannot agree with the reasoning of the presiding examiner, as 
set forth in his decision, concerning the denial of any additional gas to 
this company. Apparently the denial was based in large part upon 
the terms and conditions of the rate schedules pursuant to which 
the company proposed to take the natural gas. Seemingly the ex- 
aminer’s decision in this respect, corresponds with the position of 
staff counsel. 

We conclude, however, that Philadelphia Gas Works Co. should 
be allocated a maximum daily volume of 4,000 M. c. f. of gas in addi- 
tion to the quantities of gas it already receives from Texas Eastern. 
This represents a volume which Texas Eastern and Philadelphia Gas 
Works Co. have agreed upon prior to the hearing in this proceeding. 
We do not believe that Philadelphia Gas Works Co. is reasonably 
entitled on this record to the greater volume of natural gas for which it 
contended during the proceeding. 

We will require the additional volumes of natural gas, 4,000 M. ec. f. 
per day, be taken by Philadelphia Gas Works Co. under Texas East- 
ern’s DCQ rate schedule, and our order so provides. 

MidSouth Gas Co.—MidSouth proposes to serve the five Arkansas 
towns of Paragould, Beebe, Cabot, Hampton, and Calion. For such 
purpose it has requested a fifth year peak-day volume of 6,513 M. c. f. 
of gas. The examiner found that the industrial sales contemplated by 
MidSouth were essential to the economic feasibility of its project “if 
the indicated rate of return considered fair by the company is to be 
earned.” Objecting to the industrial sales, he concluded that public 
convenience and necessity did not require that MidSouth be allocated 
a supply of gas. 

The record shows that fifth year so-called “firm industrial sales” 
would amount to 80,000 M. c. f., or approximately nine percent of the 
total annual requirements of 916,000 M. c. f. The so-called “indus 
trial sales,” the record further shows, are sales which would be made 
to, among others, bakeries, cleaning establishments, dairies and busi- 
ness establishments of similar nature. Such sales are generally classi 
fied as “commercial” rather than “industrial.” 

We find that MidSouth has made a sufficient showing herein to war- 
rant the reservation for it of a maximum of 6,513 M. ¢. f. per day which 
are the estimated requirements in the fifth year. Our order will pro 
vide that such quantity of gas be reserved for MidSouth contingent 
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upon the issuance to it of the certificate of public convenience and 
necessity requested in docket No. G—1445 and upon its willingness to 
accept gas under Texas Eastern’s applicable GS rate schedule. 

Public Service Electric & Gas Co—Public Service intervened in 
docket No, G-1012, submitted evidence respecting its need for an al- 
location of natural gas, and was denied such allocation by us on the 
ground, among others, that much of the gas it proposed to purchase 
would have been used for boiler fuel. It intervened in docket No. 
G-1693, submitted evidence to show that it needed gas in the peak- 
day volume of 45,500 M. c. f., and was denied such allocation by the 
examiner on the various grounds set forth in his decision. 

We conclude that Texas Eastern should be authorized and directed 
to reserve for Public Service the maximum daily quantities of gas set 
forth herein : 















V.c. f. per day 
To October 1, 1953___- 





i a autre a decanted __ 28, 800 
October 1, 1953 to October 1, 1954_ a y ne = 36, 600 
October 1, 1954 to October 1, 1955_____ in! 7 13, 100 
After October 1, 1955 ilediestmace ass le cries _.. 45,500 











This reservation will be subject to the provisions, first, that Public 
Service shall file an application for a certificate of public convenience 
and necessity for authorization to construct the necessary lateral line 
to enable it to receive the gas so reserved, and shall be issued such cer- 
tificate ; and second, that Public Service shall inform the Commission, 
in writing, within 30 days from the date of issuance of our order here- 
in, that it will purchase such gas from Texas Eastern under the latter 
Company’s applicable GS rate schedule. 

Upon the basis of the evidence in the record in this proceeding, Pub- 
lic Service has assured that none of the gas so reserved will be used 
for boiler fuel. This fact is important when viewed against the back- 
ground of our opinion and order in docket No. G-1012, wherein, in 
denying Public Service an allocation of gas, we referred specifically 
to the potential use of natural gas for boiler fuel in Public Service’s 
electric generating plants. 















In reaching such conclusion, we have carefully considered the ree- 
ord as it relates to Public Service, the examiner’s decision with re- 
spect thereto, and the exceptions filed to said decision by Public Service 
and by the staff. Our study of the matter impels us to the conclusion 
that. Public Service has made the requisite showing that public con- 
venience and necessity require that the quantities of gas set forth above 
be reserved. 







Public Service provides natural-gas service to a very large market 
which includes much of the State of New Jersey. The evidence shows 


that the greatest growth in load during the current period will be in 
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space heating, and that such service will constitute the largest single 
lass of service, by volume, in 1957. The record does not show, how- 
ver, that a high saturation of space heating will be reached by 1957. 
Jn the contrary, Public Service estimates that the estimated satura- 
tion of space heating customers will reach 9.7 percent in 1957. It 
clearly appears from the record that an additional supply of gas will 
be needed by Public Service during the current five-year period if it 
is to be enabled to meet the growing requirements of its market, par- 
ticularly of its space heating customers. 

We conclude that the public convenience and necessity require that 
Texas Eastern be authorized and directed to reserve for Public Serv- 
ice the volumes of gas set forth above. Our order so provides, upon 
the conditions therein set forth. 


Rate SCHEDULES 


Ordering paragraph (B) (iv) of the order accompanying opinion 
10 F, P. C. 35, 71, imposed the following rate condition upon the 
certificate therein granted to Texas Eastern: 

Texas Eastern shall submit at least 90 days prior to commencement of 
operation of the facilities authorized herein, rate schedules and service agree- 
ments satisfactory to the Commission as to form, rate level, and terms and 
conditions of service. 

On April 21, 1952, in response to the aforesaid rate condition, Texas 
Eastern tendered for filing original and revised sheets to its F. P. C. 
gas tariff, forming the constituent parts of four new rate schedules. 
By such filings, Texas Eastern proposed to revise its rate structure 
to provide two more types of firm service in addition to the high 
load factor firm service offered in its existing DCQ rate schedules. 

Such new schedules include GS rate schedules, under which a pur- 
chaser is required to contract for both an annual and daily quantity 
of gas, with the maximum daily quantity being limited to %47oth 
part of the annual quantity, and SGS rate schedules, under which 
the purchaser is required to contract for a maximum daily quantity. 
These new rate schedules were accepted for filing by Commission 
order issued May 21, 1952. 

In his decision, the presiding examiner makes frequent reference 
to “S” type rate schedules which were filed by Texas Eastern in 
docket No. G—-1012, but on which the Commission deferred ruling. 
Although the new rate schedules which have been accepted for filing 
do not correspond in all details to the “S” schedules referred to by 
the examiner in his decision, they limit the load factors at which 
customers of Texas Eastern buying under such schedules may receive 
gas, and consequently have the effect of making gas available for 
storage during summer and off-peak periods. Their effect, therefore, 
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is similar to that of the “S” schedules referred to by the examiner 
in his decision. They are an important factor in Texas Eastern’s 
ability to meet its future market commitments, since customers which 
operate under them will be limited as to the volumes of gas taken 
on an annual basis and gas will thereby be available to Texas Eastern, 
through operation of its storage facility, to meet its peak-day demands. 

Our order herein will provide that, where applicable, the companies 
und municipalities hereinafter designated must agree, in writing, to 
purchase the gas so allocated or reserved under such GS or SGS 
rate schedules. 

Oruer EXxceprions 


Staff counsel excepts to those statements of the examiner’s decision, 
wherein it is indicated that the volume of 1700 M. c. f. of gas we 
reserved in our opinion 10 F, P. C. 35 and accompanying order for 
City Gas Co. of N. J. has now become part of the unallocated volume 
of gas available for disposition in these proceedings. 

We note that in our opinion 10 F. P. C 
we reserved, but did not allocate, the volume of 1,700 M. c. f. for 
City Gas Co. of Phillipsburg, conditioned upon submission of evi- 


. 35 and accompanying order, 


dence by the company, that delivery of gas to it could be made 
economically. Subsequently, and in accordance with our order, City 
Gias Co. filed an application in docket No. G-1694 for a certificate 
authorizing construction of facilities to enable it to receive gas from 
Texas Eastern. Said application, together with other interrelated 
applications, was dismissed by our order issued March 11, 1952, with- 
out prejudice to the filing of another application by the company. On 
July 1, 1952, we adopted an order which, among other things, re- 
instated the application of City Gas Co. of Phillipsburg, in docket 
No. G-1694. 

In these circumstances we do not deem it appropriate to consider 
the quantity of gas we reserved for City Gas Co. of Phillipsburg in 
docket No. G-1012 to be now available for disposition in these pro- 
ceedings. Our order issued herein so provides. 

Exceptions other than those hereinbefore specifically discussed 
have been filed and argued by various parties. We have carefully 
considered each such objection and have concluded that the examiner's 
disposition of the matters excepted to is proper and should be 
sustained. We see no need for further discussion of such exceptions. 

We further find and conclude that, except to the extent herein- 
before ruled upon, each and every exception to the findings and 


conclusions of the presiding examiner, as set forth in his decision 
filed herein on March 7, 1952, should be denied. 
As modified by this opinion, and the further findings and con- 


clusions hereinafter set forth, we hereby adopt said decision as the 
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Commission’s opinion in these proceedings. Our order issued here- 
with is in substitution for the proposed order of the examiner as 
contained in his decision. 


Furruer FInpines AND ORDER 


Upon consideration of the record herein, the decision filed by the 
presiding examiner, the appeals therefrom, and for the reasons and 
upon the findings and conclusions set forth in our accompanying 
opinion each of which is made a part hereof, the Commission further 
finds that: 

(1) Texas Eastern Transmission Corp., a Delaware corporation 
having its principal place of business at Shreveport, La., owns and 
operates, among other facilities, a natural-gas transmission pipeline 
system located in the States of Texas, Louisiana, Arkansas, Missouri, 
Illinois, Indiana, Ohio, West Virginia, Pennsylvania, and New York, 
and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of October 10, 
1947, in docket No. G-880, 6 F. P. C. 148. 

(2) The facilities proposed to be constructed and operated by 
Texas Eastern, as set forth in its application in docket No. G—1693, 
are proposed to be used in the transportation and sale of natural gas 
for resale in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof, and the sale 
of natural gas as proposed herein by Texas Eastern, are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and 
to perform the service hereinafter authorized, and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(4) In conformity to ordering paragraph (B) (iv), accompany- 
ing opinion 10 F. P. C. 35, 71, in docket No. G—1012, Texas Eastern 
filed on April 21, 1952, proposed GS and SGS rate schedules to pro- 
vide two types of firm service to its customers in addition to the high 
load factor firm service offered in its existing tariff under its DCQ 
rate schedules, and by Commission order issued May 21, 1952, such 
GS and SGS rate schedules were accepted for filing as satisfactory 
compliance with the aforesaid condition of paragraph (B) (iv) of 
our order 10 F. P. C. 35, 69. 

(5) It is appropriate to carry out the provisions of the Natural 
Gas Act that the certificate of public convenience and necessity herein- 


304039—57——_17 
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after issued to Texas Eastern be conditioned so that each of the cor- 
porations and municipalities hereinafter allocated or reserved a supply 
of natural gas shall be required, within 30 days of the issuance of the 
order herein, to inform the Commission, in writing, that it agrees to 
purchase the gas so allocated or reserved under either the GS or 
SGS rate schedules hitherto filed by Texas Eastern and accepted for 
filing by the Commission’s order issued May 21, 1952, with the ex- 
ception of Philadelphia Gas Works Co. which shall take the volume 
allocated under the DCQ rate schedule. 

(6) It is further appropriate to carry out the provisions of the 
Natural Gas Act that the certificate hereinafter issued to Texas East- 
ern be so conditioned that the reservation of gas for the corporations 
and municipalities hereinafter named shall be for a period of six 
months from the date of issuance or the order herein, within which 
period each such municipality or corporation shall have fully per- 
formed the condition or conditions specified with respect to the res- 
ervation of gas to it. 

(7) Texas Eastern has not shown that the public convenience and 
necessity require that the certificate of public convenience and ne- 
cessity hereinafter issued should authorize it to construct and oper- 
ate a lateral pipe line to provide service to Public Service Electric & 
Gas Co., and to the extent that Texas Eastern’s application in docket 
No, G—1693 requests such authorization, it should be denied. 

(8) Construction and operation of such metering and regulating 
facilities as shall be necessary for Texas Eastern to make the deliv- 
eries of gas hereinafter set forth, and the sales of gas hereinafter 
authorized, are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(9) Shippensburg Gas Co., a Pennsylvania corporation having its 
principal place of business at Oxford, Pa., after construction and 
commencement of operations of the facilities hereinafter as described 
in its application in docket No. G-1727 will be engaged in the trans- 
portation of natural gas as interstate commerce, subject to the juris- 
diction of the Commission, and will be, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(10) The facilities to be constructed and operated by Shippens- 
burg are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, 
and the construction and operation thereof by Shippensburg are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(11) Shippensburg is able and willing properly to do the acts and 
to perform the services proposed and to conform to the provisions 
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f the Natural Gas Act, and the requirements, rules, and regulations 
f the Commission thereunder. 

(12) The proposed construction and operation of the facilities by 
hippensburg, as described in its application in docket No. G—1727, 
re required by the public convenience and necessity, and a certificate 
herefor should be issued as hereinafter ordered and conditioned. 

(13) For the reasons set forth in the examiner’s decision herein, the 
pplications, by Consumers Gas Co. in docket No. G-1737, by Ten- 
essee Gas Co. in docket No. G—1649, and by Alabama-Tennessee 
Yatural Gas Co. in docket No. G—1473, should be denied. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the 
ame hereby is issued authorizing Texas Eastern Transmission Corp. : 

(1) Tosell and deliver to the municipalities and corporations herein 
iamed, from the presently estimated, unallocated and unsold delivery 
apacity of its gas system daily volumes of natural gas which shall 
ot exceed, unless otherwise ordered by the Commission, the following 
laily volumes set opposite the names of such corporations and 
nunicipalities for the services proposed to be rendered by them as set 
orth in their exhibits and testimony submitted in these proceedings: 


M. c. f. 
Shippensburg Gas Co 376 
Illinois Electric & Gas Co 700 
Consumers Gas Co 2,375 
City of Somerset, Ky 2,000 
Waynesburg Home Gas Co 400 
Southeastern Illinois Gas Co 600 
New York & Richmond Gas Co- scien as ar tea ah 2,220 
Philadelphia Gas Works Co_- 1,000 


Provided, however: That each such corporation and municipality 
shall, within 30 days after the issuance of this order, inform the Com- 
mission, in writing, that it agrees to purchase the gas so allocated 
under either Texas Eastern’s GS or its SGS rate schedules, with the 
exception of the Philadelphia Gas Works Co., which shall take the 
volume allocation under the DCQ rate schedule; 

(2) To construct and operate such metering and regulating sta- 
tions as shall be necessary to enable Texas Eastern to make the de 
liveries of gas specified in (A) (1) above. 

(B) (1) Texas Eastern is hereby authorized and directed to reserve 
from the presently estimated, unallocated and unsold delivery ca- 
pacity of its gas system for the municipalities herein named daily 
volumes of gas which shall not exceed, unless otherwise ordered by the 
Commission, the following daily volumes set opposite the names of 
such municipalities for the services proposed to be rendered by .them 
as set forth in their exhibits and testimony in these proceedings: 
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mm. 6. ¥, 
Village of Norris City, Ill : ; _ 450 
City of Lafayette, Tenn . 880 
City of Lebanon, Tenn 2,069 
City of Lawrenceburg, Tenn__-_-~-~~-- issn es bara ee abcess 
Town of Belmont, Miss 200 
Town of Red Bay, Ala 454 
City of Cairo, Il 3,600 
Provided, however: That each such reservation shall be for a period 
of six months from the date of the issuance of the order herein; and 
Provided, further: That each such municipality shall, within 30 days 
from the date of issuance of this order, inform the Commission, in 
writing, that it agrees to purchase the gas herein conditionally re- 
served under either Texas Eastern’s GS or its SGS rate schedules. 
(2) Texas Eastern is hereby authorized and directed to reserve from 
the presently estimated unallocated and unsold delivery capacity of its 
gas system for the City of Oran, Mo., a volume of gas which shall not 
exceed 275 M. c. f. per day unless otherwise ordered by the Commis- 
sion: Provided, however, That the City of Oran shall, within 90 days 
from the date of issuance of this order, provide a means for transport- 
ing the natural gas reserved for it by this order; and, Provided, fur- 
ther: That such reservation of gas shall be for a period of six (6) 
months from the date of issuance of the order herein. 


(3) Texas Eastern is hereby authorized and directed to reserve from 
the presently estimated unallocated and unsold delivery capacity of its 
system for the corporations herein named daily volumes of gas which 
shall not exceed, unless otherwise ordered by the Commission, the fol- 
lowing daily volumes set opposite the names of such corporations for 
the services proposed to be rendered by them as set forth in their 
exhibits and testimony in these proceedings : 


M. c. f. 
SPR Is SINE i Cee cede caceseneeus ee 
Patoka Development Corp___--.------------- Solas sdaictcanitisactaaek 
Fulton Gas Co : ai ost 3 . 400 
Ohio Valley Gas Corp__--_---- ek ces ati hccincnaiee a 
Tennessee Gas Co . —— 


Provided, however: That each such corporation shall, on or before 
November 1, 1952, have filed and have diligently prosecuted an appli- 
cation pursuant to section 7 (c) of the Natural Gas Act and have re- 
ceived a certificate of public convenience and necessity authorizing it 
to construct and operate the necessary facilities to enable it to provide 
natural-gas service to the towns designated in the examiner’s decision 
in these proceedings; and, Provided, further: That each such corpora- 
tion shall, within 30 days from the date of issuance of this order, in- 
form the Commission in writing that it will purchase the gas so condi- 
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onally reserved under either Texas Eastern’s SGS or its GS rate 
‘hedules. 

(4) Texas Eastern is hereby authorized and directed to reserve from 
1e presently estimated unallocated and unsold delivery capacity of its 
ystem for MidSouth Gas Co. a daily volume of natural gas which shall 
ot exceed 6,513 M. c. f., unless otherwise ordered by the Commission, 
or the services proposed to be rendered by MidSouth as set forth in 
s exhibits and testimony in these proceedings: Provided, however: 
‘hat such reservation shall be contingent upon the issuance to Mid- 
outh Gas Co. of the certificate of public convenience and necessity 
equested by it in docket No. G-1445; and, Provided, further: That 
fidSouth Gas Co. shall, within 30 days from the date of issuance of 
his order, inform the Commission, in writing, that it will purchase the 
‘as so conditionally reserved under Texas Eastern’s applicable GS rate 
chedule. 

(5) Texas Eastern is hereby authorized and directed to reserve from 
he presently estimated unallocated and unsold delivery capacity of 
ts system for Public Service Electric & Gas Co. the following maxi- 
num daily volumes of natural gas for the services proposed to be ren- 
lered by Public Service as set forth in its exhibits and testimony in 
hese proceedings : 


Mc. f. 
per day 
To October 1, 1953_...._.___- ; 28, 800 
October 1, 1953 to October 1, 1954 36, 600 
October 1, 1954 to October 1, 1955 43, 100 
After October 1, 1955____- 45, 500 


Provided, however: That Public Service Electric and Gas Co. shall, 
vithin thirty days from the date of issuance of this order have filed 
pplication pursuant to section 7 (c) of the Natural Gas Act for a cer- 
ificate of public convenience and necessity authorizing it to construct 
ind operate the necessary facilities to enable it to receive gas from 
lexas Eastern as set forth above; and, 2’rovided, further: That Public 
Service Electric & Gas Co. shall, within 30 days from the date of is- 
suance of this order, inform the Commission in writing, that it will 
purchase the gas so conditionally reserved under Texas Eastern’s 
upplicable GS rate schedule ; 

(C) Under the conditions set forth in paragraph (B) above, a 
certificate of public convenience and necessity shall be and it is hereby 
issued authorizing Texas Eastern to construct and operate such 
metering and regulating stations as shall be necessary to make the 
deliveries of gas specified in paragraph (B) and further authorizing 
Texas Eastern to sell and deliver to each such corporation and mu- 
nicipality designated in paragraph (B) the volume of natural gas 
therein conditionally reserved to each of them. 
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(D) So much of Texas Eastern’s application as requests author- 
ization to construct lateral lines to provide natural-gas service to 
Public Service Electric & Gas Co., all as more fully set forth in the 
application in docket No. G—1693, be and the same hereby is denied. 

(E) Texas Eastern shall report to the Commission, in writing and 
under oath, the completion dates of construction of the facilities 
hereinbefore authorized, together with the dates of commencement 
of operations hereunder. 

(F) The certificates herein issued to Texas Eastern are not trans- 
ferable and shall be effective only so long as Texas Eastern continues 
the operations hereby authorized in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(G) The respective applications, filed by Alabama-Tennessee Gas 
Co. in docket No. G-1473, by Tennessee Gas Co. in docket No. G—1649, 
and by Consumers Gas Co. in docket, No. G-1737, be and the same here- 
by are denied for the reasons hereinbefore stated. 

(H) (1) A certificate of public convenience and necessity be and the 
same hereby is issued to Shippensburg Gas Co., authorizing said com- 
pany to construct and operate the facilities more fully described in 
its application in docket No. G-1737, for the transportation of natural 
gus as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(2) Shippensburg Gas Co. shall report to the Commission, in writ- 
ing and under oath, the date of the completion of construction of the 
facilities hereinbefore described, together with the date of com- 
mencement of operations. 

(3) The certificate hereby issued to Shippensburg Gas Co. is not 
transferable and shall be effective only so long as the company con- 
tinues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 

(1) Nothing contained in this order shall be construed as affecting 
the provision in opinion 10 F. P. C. 35 and accompanying order in 
docket No. G—-1012, respecting a supply of gas for City Gas Co. of 
Phillipsburg, N. J. 

Adopted: July 3,1952. Issued: July 3, 1952. 
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Ln THE MATTERS OF 


EXAS GAS TRANSMISSION CORPORATION, OHIO RIVER 
PIPELINE CORPORATION, LOUISVILLE GAS AND 
ELECTRIC COMPANY, LOUISIANA NATURAL GAS COR- 
PORATION, TEXAS NORTHERN GAS CORPORATION, 
AND UNITED GAS PIPE LINE COMPANY 


\pplications for Certificate of Public Convenience and Necessity 
Docket Nos. G-1847, G-1772, G-1849, G—-1852, G-1853, G-1869 and 
37-1879 
(Adopted July 24, 1952; Issued July 25, 1952) * 
Syllabus 


. Load factors based upon method which distributes to classifications of cus- 
tomers estimated total annual volumes of gas that are lost and un- 
accounted for are not proper or productive of peak-day estimates. P. 233. 

. Commission does not authorize deliveries to Columbia in amounts proposed 
by Texas Gas, despite the finding that Columbia has an adequate market 
for the sale of additional gas, because public convenience and necessity 
would be better served by reducing proposed sales to Columbia, which 
has multiple sources of supply, rather than by reducing proposed volumes 
to others. P. 248. 

In determining the adequacy of applicant's gas supply, the Commission 
should find with reasonable certainty that the dedicated gas reserves 
will enable the rendition of the authorized service for a period of years 
sufficient to justify the project from the standpoint of both consumer and 
investor, but it is not necessary to measure the gas supply by the rigid 
application of mathematical formulae. P. 265. 


4. Commission issues certificates of public convenience and necessity under 
the Natural Gas Act to Texas Gas, United and Ohio River for the con- 
struction and operation of facilities for the transportation and sale of 
natural gas, and also to Texas Gas, Texas Northern, Louisiana Natural 
and United to sell and deliver gas for resale. Commission also permits 

Louisiana Natural to abandon facilities under section 7 (b) of Natural 

Gas Act. P. 271. 


Charles F. Detmar, Jr., Richard J. Connor, Christopher T. Boland, 
Walter E. Gallagher, William M. Shea, and Ridley M. Sandidge 
for Texas Gas Transmission Corp., Louisiana Natural Gas Corp. and 
Texas Northern Gas Corp. 

John H. Groves and Jerry P. Belknap for Ohio River Pipeline 
Corp. 


* Designated Commission opinion No, 232 
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Gavin H. Cochran and Samuel R. Wells for Louisville Gas and 
Electric Co. 

W. Scott Wilkinson for United Gas Pipe Line Co. 

W. Russell Gorman and Louis L. Da Pra for staff of the Federal 
Power Commission. 


By THE CoMMISSION : 


OPINION 


In these proceedings, we are requested to issue certificates of public 
convenience and necessity, pursuant to subsections (c) and (e) of 
section 7 of the Natural Gas Act, to several natural-gas companies in- 
volving the construction and operation of natural-gas transmission 
facilities, and the sale of natural gas in interstate commerce for resale. 
Also involved is an application of one company for permission and 
approval, pursuant to subsection (b) of section 7, to abandon facili- 
ties and service, subject to our jurisdiction, for which another ap- 
plicant proposes to provide other facilities and an expanded service. 

The basic application herein is that of the Texas Gas Transmission 
Corp. (Texas Gas) at docket No. G-1847. This application is in 
many important respects similar to the application filed by this 
company at docket No. G-1578, which was denied by our opinion 10 
F. P. C. 391, and accompanying order. The principal point of dif- 
ference lies in the fact that, in lieu of the previously proposed sale of 
up to 90,000 M. c. f. per day to the Tennessee Valley Authority on an 
interruptible basis for use as fuel under boilers in an electric generat- 
ing plant,’ Texas Gas now proposes interruptible sales to The Ohio 
Fuel Gas Co. (Ohio Fuel) up to a maximum daily volume of 45,000 
M. c. f. 

The facilities which Texas Gas seeks authorization to construct and 
operate are intended to increase the designed capacity of its pipeline 
system from about 695,400 M. c. f.* per day to approximately 990,312 
M. c. f. per day, with a sales capacity of about 957,412 M. c. f. per 
day. 

To provide the additional volumes of gas required for the in- 
creased sales proposed to be made from its augmented system, Texas 
Gas relies largely upon the deliveries proposed to be made to it by its 
two subsidiaries, Louisiana Natural Gas Corp. (Louisiana Natural) 
and Texas Northern Gas Corp. (Texas Northern), and the increase in 


1 See opinion 10 F, P. C, 391, 397-400. 
2 All volumes stated herein are converted to a uniform pressure base of 15.025 pounds 
per square inch absolute, unless specifically stated otherwise. 
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Louisiana Natural and Texas Northern have each applied for a certi- 
ficate authorizing the operation of existing facilities for and the sale 
of natural gas to Texas Gas, docket Nos. G-1852 and G—1853, respec- 
tively. United also is seeking a certificate permitting the use of 
previously authorized facilities for the sale of greater volumes of 
natural gas to Texas Gas, docket No. G-1869. 

Louisville Gas & Electric Company (Louisville), at docket No. 
G-1849, is requesting permission and approval of the Commission to 
abandon certain facilities, and the service rendered thereby to Indiana 
Gas & Water Co., Inc. (Indiana Gas). Louisville, by means of these 
facilities, sells and delivers natural gas to Indiana Gas for resale in the 
Jeffersonville, Ind., area. 

At docket No. G-1772, Ohio River Pipeline Corp. (Ohio River) 
seeks authorization for the construction and operation of facilities for 
the transmission of gas from the proposed point of purchase from 
Texas Gas to the point of the sale and delivery to Indiana Gas, its 
parent, near Utica, Ind., for resale in the Indiana communities of 
Jeffersonville, Clarksville, and New Albany. This service proposed 
to be rendered by Ohio River is, in part, in lieu of the service proposed 
to be abandoned by Louisville Gas. 

By its application at docket No. G-1879, United seeks authorization 
to construct and operate additional facilities for and to sell and 
deliver additional volumes of natural gas to Southern Natural Gas 
Co. (Southern Natural). 

Proceedings upon these several applications were consolidated 
for purpose of hearings, which were held commencing February 26, 
1952, and concluding on May 2, 1952. On motions of the applicants, 
the intermediate decision procedure was omitted by our order of May 
14,1952. Oral argument was heard by the Commission on June 16, 
1952. 

A large number of interveners was permitted to intervene in these 
proceedings, particularly at docket No. G-1847. Their identity is a 
matter of record. Of particular interest are the following, each of 
which intervened in the proceedings at docket No. G-1847 and re- 
quested that Texas Gas be directed and required to sell and deliver 
natural gas to them for resale: Gibson County (Tennessee) Utility 
District; Town of Halls, Tenn.; Morganfield Natural Gas Co.; City 
of Providence, Ky.; and City of Sturgis, Ky. 


-) URISDICTION 


Texas Gas, Texas Northern, and United have heretofore been found 
to be natural-gas companies subject to the jurisdiction of the Com- 
mission. The construction and operation of the facilities contem- 
plated by these applicants, and the sales of natural gas to be enabled 
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thereby, are subject to the requirements of subsections (c) and (e) 
of section 7 of the act. 

Upon the commencement of the operations proposed, Louisiana 
Natural and Ohio River will be engaged in the transportation and 
sale of natural gas in interstate commerce for resale, subject to the 
Commission’s jurisdiction. The construction and operation of the 
facilities covered in their applications also are subject to the require- 
ments of the act. 

The facilities proposed to be abandoned by Louisville Gas are used 
for the transportation and sale of natural gas in interstate com- 
merce for resale, and the abandonment of such facilities and service is 
subject to the provisions of subsection (b) of section 7 of said act. 


Docker No. G—1847—Terxas Gas TRANSMISSION CorP. 


The application of Texas Gas contemplates the construction of : 

(1) Six segments of 26-inch partial loop lines, aggregating ap- 
proximately 408 miles in length, adjacent to portions of its existing 
26-inch pipeline system. 

(2) Two new compressor stations, to be designated stations Nos. 
1 and 13, with a total of 11,880 installed horsepower.* 

(3) Additional compressor facilities totaling 14,980 horsepower in 
six existing stations.* 

(4) A number of measuring, check, and sales metering stations, 
and other appurtenances. 

Upon completion of such proposed construction program, it is 


estimated that the designed capacity of the transmission system of 
Texas Gas will be increased from about 695,400 M. c. f. per day to 
approximately 990,512 M.c. f. per day. It is estimated that the sales 
‘apacity will be approximately 957,412 M. c. f. per day. 

The facilities proposed in this present application are substantially 
similar to those facilities covered by Texas Gas’ application at docket 
No. G-1578 for which a certificate was denied by our opinion 10 


F. P. C. 391, and accompanying order. The principal differences 
are the present proposal to construct two new compressor stations 
instead of only one as previously contemplated,® and an increase in 


® Upon application of Texas Gas, a temporary certificate was issued on December 19, 
1951, for the construction and operation of a new compressor station (No. 13) with 5,280 
horsepower of compression and the installation of additional units totaling 6,960 horse 
power at other existing stations. 

*Compare subparagraphs (2) through (5) at pp. 394-5 of opinion 10 F. P. C, 391. 

5In addition to the one compressor station proposed by the application at docket No. 
G-1578, Texas Gas previously filed an application, docket No. G—1570, for authority to 
construct and operate a new compressor station in Louisiana, which was to be designated 
station No. 1. This application was also denied by our opinion 10 F, P. C. 391, and 
accompanying order. 
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the amount of horsepower to be added at existing stations. These 
additional compressor facilities are designed mainly to increase the 
capacity of the northern part of the 26-inch system. 

Markets —By means of these facilities, Texas Gas proposes to satisfy 
the demands of its thirty-four existing utility customers as estimated 
for the maximum day of demand in the 1953-54 heating season. 
Texas Gas also proposes firm deliveries of an additional 20,000 M. c. f. 
of natural gas per day to Louisville Gas and an additional 95,000 
M. c. f. per day to Ohio Fuel.® 

The volumes proposed to be made available to three of Texas Gas’ 
present customers include amounts intended to permit the initiation 
of natural-gas distribution in the communities named below which 
are presently without such service.’ 

Customer Communities to receive initial service 

Mississippi Valley Gas Co.* Jonestown and Duncan, Miss. 

MidSouth Gas Co _. West Helena, Marianna, Forrest City, 
Wynne, Palestine, Wheatley, Brinkley, 
Cotton Plant, West Memphis, Hughes, Mar- 
ion, Crawfordsville, Parkin, Earle, Turrell, 
Gilmore, Tyronza, Marked Tree, Lepanto, 
and Trumann, all in Arkansas. 

Indiana Gas & Water Co., Ine Clayton, Ind. 

Applicant also proposes service to four new customers: viz., town 
of Fulton, Ky.; towns of South Fulton and Martin, Tenn.; and Ohio 
River Pipeline Corp. Too, Texas Gas proposes to sell, on an inter- 
ruptible basis, up to 45,000 M. ec. f. of natural gas per day to Ohio Fuel 
and up to 10,000 M. c. f. per day to Lawrenceburg Gas Co. (Law- 
renceburg). 

The firm service mentioned is the same as that contemplated by the 
earlier application of Texas Gas at docket No. G-1578. The inter- 
ruptible sales to Ohio Fuel are in lieu of the previous proposal to sell 
up to 90,000 M. ec. f. per day to the Tennessee Valley Authority on an 
interruptible basis for use as fuel under boilers in an electric gen- 
erating plant, which the Commission did not authorize. (Opinion 


10 F. P. C. 391.) 


*Under this proposal of Texas Gas, total firm deliveries to Louisville Gas would be 
60,000 M. e¢. f. per day and to Ohio Fuel 100,000 M. c. f. per day. 

7 Other existing customers propose to extend natural-gas service to communities adjoin- 
ing their present service areas, City of Dyersburg, Tenn., proposes to serve South Dyers 
burg; and Natural Gas Service, Inc., proposes to serve North Madison, Ind. In addition, 
Terre Haute Gas Corp. proposes to change over to straight natural-gas service in Clinton 
and Brazil, Ind., and within the next few years, in Terre Haute and West Terre Haute, Ind. 

® By our order 11 F. P. C. 884, at docket No. G—1865, Mississippi Valley Gas Co. was 
authorized to acquire and operate all of the natural-gas facilities of Mississippi Power & 
Light Co. subject to our jurisdiction. Mississippi Power was an intervener in these pro- 
ceedings at docket No. G-1847. Mississippi Valley Gas Co, has since filed notice of its 
succession to the interests herein of Mississippi Power and requested that the intervention 
of Mississippi Power in these proceedings be allowed to operate for the benefit of Mississippi 
Valley. 
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It is estimated by Texas Gas that the demands of its customers on 
the peak day of the 1953-54 heating season will total 944,721 M. c¢. f., 
which is 12,691 M. c. f. less than the designed sales capacity of the 
expanded system, and that demands in the year 1953 will aggregate 
253,006,589 M. c. f.2 These totals represent the combined requirements 
of the present and proposed customers of Texas Gas as estimated by 
the customers, excepting only Gas Utilities Co. (Gas Utilities), 
Lawrenceburg and the Memphis Light, Gas & Water Division (Mem- 
phis). These total estimates do not include any volumes for the pre- 
viously named interveners who are requesting that Texas Gas be 
required to provide service to them. 

The estimates thus presented by Texas Gas as to demands upon its 
system are substantially identical with those in the record of the pro- 
ceedings at docket No. G—-1578, as to which we said: *° 

In view of the decision we reach concerning the application of Texas Gas, 
it is unnecessary for us to consider these estimates in detailed analysis. It is 
enough that we find that—if other requirements of the Natural Gas Act had been 
met to our satisfaction, public convenience and necessity would require the con- 
struction and operation of facilities having at least the capacity of those herein 
proposed. 


Here also, we find that the demand for service of natural gas by Texas 
Gas is such as to require the construction and operation of facilities 
having at least the capacity of those herein proposed. 


Even though we have reached such conclusion, there still remain 
important questions relating to the estimates of requirements of cer- 
tain customers and the requests of others for service by Texas Gas. 

Memphis Light, Gas & Water Division—As indicated previously, 
Texas Gas’ estimates of the requirements of Memphis do not coin- 
cide with Memphis’ own estimates of its needs. The differences be- 
tween the present estimates of Memphis and Texas Gas may be best 
shown by the following comparisons : 


Peak day 


(M. c. £.) 
: . = : 
1952-1953 | 1953-1954 


| 
Memphis- --- j aici pattie an re a 272, 913 | 292, 751 
Texas Gas-_.. lal asninaicaanits eee sii Neceets es 226, 000 | 246, 000 


®For the purpose of its exhibits, Texas Gas assumes that these demands will remain at 
these levels through the peak day of 1955-56 (the last date covered). It was explained 
that the stabilizing of annual and maximum day demands at these levels was due to the 
fact that the capacity of the enlarged facilities was intended only to meet 1953-54 peak- 
day requirements. Naturally, the demands or requirements of the markets served by 
Texas Gas will not remain stable for two years after 1953, and the evidence clearly shows 
this fact. 

10 Opinion 10 F, P. C. 391, 396-7. 
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Annual 
(M. ¢. f.) 


(In thousands)" 


1952 1953 


Memphis | Texas Gas| Memphis | Texas Gas 


Firm sales 29, 818 28, 420 32, 495 31, 700 
Interruptible ; 5, 454 6, 008 5, 75 6, 915 
Lost and unaccounted for. . 1, 499 omnes 1, 625 

rotal requirements 36, 771 34, 428 | 39, 871 38, 615 


Obviously, if the peak-day requirements forecast by Memphis are 
realized, the facilities proposed by Texas Gas will not be adequate 
to meet such demands and the requirements of other customers as 
presented by Texas Gas, not only for the 1953-54 peak day, but also for 
the peak day of the 1952-53 season. A conclusion therefore, as to 
whether the facilities proposed are adequate to render the service pro- 
posed is largely dependent upon a determination as to the most rea- 
sonable estimate of the requirements of Memphis. 

It will be noted that the estimate of Memphis is very little different 
from that of Texas Gas so far as annual requirements are concerned. 
It appears that the difference results largely from the failure of Texas 
Gas to include the volume of gas that will be lost or unaccounted for 
in Memphis’ operations. In our opinion, the estimates by Memphis 
of its annual requirements for the years 1952 and 1953 are reasonable 
for the purposes of this case. 

In estimating the peak-day requirements of Memphis, both Texas 
Gas and Memphis calculated the load factors which they thought 
should be applied for this purpose for the winter seasons of 1952-53 
and 1953-54. (Memphis also made similar calculations for later 
periods. ) 

The peak-day estimates of Texas Gas reflect an overall load factor on 
Memphis’ system of about 41.63 percent for the 1952-53 season, 
and about 42.96 percent for the following winter. Since we are un- 
able to find support in the record for such assumed load factors, we 
find them unacceptable. 

Memphis’ estimates of its overall system load factor are 34.55 per- 
cent for the 1952-53 season, and 35.08 percent for the 1953-54 peak 
day. Such calculated load factors, however, are based upon a method 
which purports to distribute to classifications of customers the esti- 
mated total annual volumes of gas that are lost and unaccounted for 
in Memphis’ operations. In our view, this method of distributing 
to classifications of customers of a portion of the annual volumes of 


| All annual requirements have been rounded out to the nearest thousand, 
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lost and unaccounted for gas has not been shown to be proper or 
productive of accurate peak-day estimates. Rather, we are of the 
opinion that more accurate results are indicated by the use of an overall 
system load factor of 35.60 percent for the estimated 1953-54 peak 
day, as developed by Memphis in exhibit No. 196. This load factor, 
when applied to the estimated requirement of 39,871,000 M. c. f. for 
the year 1953, shows that Memphis’ total firm requirement for the 
1953-54 peak day (after deducting 18,654 M. c. f. of interruptible 
gas) is 288,212 M. c. f., instead of 292,751 M. ec. f. as contended for 
by Memphis. We believe this estimate of 288,212 M. ec. f. to be 
reasonable and acceptable. 

In presenting its estimates of requirements in the proceedings at 
docket No. G-1578, Memphis indicated that it expected to curtail its 
purchases from Texas Gas on peak days by the production of 6,050 
M. c. f. of manufactured and liquefied petroleum gas. Such facilities 
have been used in the past for the purpose of supplementing deliveries 
from Texas Gas, and apparently could be so used in the future for this 
purpose. The use of such facilities in the 1950-51 season resulted in 
a savings to Memphis in the cost of gas purchased of about $310,000 
for the year 1951. No explanation has been offered as to why such 
production was contemplated by the evidence presented by Memphis in 
the earlier proceeding, but are not reflected in the present proceeding. 
However, we think it proper to assume that on such peak day Memphis 
could produce not less than 6,050 M. c. f. by the use of its existing 
gas production facilities. This is the amount Memphis previously 
showed in its estimates to be produced from such facilities. Thus, we 
conclude, on this record, that 282,162 M. c. f. is a reasonable estimate 
of the volume of natural gas Memphis will require from Pexas Gas 
on the 1953-54 peak day. This is 36,162 M. c. f. more than the estimate 
Texas Gas. (Supra, p. 231.) 

Lawrenceburg Gas Co.—Texas Gas’ exhibits contemplate the de- 
livery to Lawrenceburg of 2,518 M. ¢. f. of firm gas on the peak day of 
the 1953-54 season. This volume comprises the total requirements esti- 
mated by Lawrenceburg in the earlier proceedings at docket No. G 
1578 to be the demands of consumers in Lawrenceburg and Aurora, 
Ind. Lawrenceburg purchases from Texas Gas volumes of natural 
gas for resale to the Indiana Gas & Water Co., Inc., for distribution in 
Aurora. These earlier estimates included 1,802.4 M. c. f. for consum- 
ers in Lawrenceburg and the sale by that company of 715.6 M. ec. f. 
to Indiana Gas for resale in Aurora on the 1953-54 peak day. 

In these present proceedings, Lawrenceburg has presented estimates 
indicating that the requirements of consumers in Lawrenceburg and 
Aurora on the 1953-54 peak day will aggregate 3,534 M. c. f. This 
increase in estimated requirements is premised primarily upon (a) the 
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uilure of Lawrenceburg to include in the earlier estimates an allow- 
nce for company use and losses by that company or for Indiana Gas 

1 the Aurora district; (b) an increased estimate of residential house- 
~ating sales; and (c) an increase in large firm industrial requirements. 

We find support for and accept Lawrenceburg’s claim that the omis- 
ion of an allowance for company use and losses was solely due to over- 
ight and an amount therefor of 161 M. c. f. per day should be included 
s a part of its requirements. We also are of the opinion that the 
arlier estimates of this company are properly revised to include an 
dditional firm delivery of 245 M. c. f. per day for resale to the 
‘hatcher Glass Co. and that this additional velume should also be 
rovided on a firm basis. However, we do not find adequate support 
n the record for the claimed need for further increased volumes for 
dditional large industrial loads and additional residential house- 
eating loads in Lawrenceburg or the changes in the estimate for 
\urora. Strangely, Indiana Gas did not present a witness in support 
f the increased estimates for Aurora, although an official of that com- 
vany did appear in support of the application of Ohio River Pipeline 
‘orp., its subsidiary. 

We conclude, therefore, that 2,924 M. c. f. is a reasonable estimate 
f Lawrenceburg’s requirements for the peak day of the winter of 
953-54. This total amount includes 2,208 M. c. f. for Lawrenceburg 
ind 716 M. ec. f. for Aurora. 

MidSouth Gas Co—tIncluded in Texas Gas’ estimates of the de- 
mands of customers it proposes to serve is the amount of 22,313 M. ¢. f. 
‘epresented to be the requirements of MidSouth for the 1953-54 peak 
lay. This total volume represents MidSouth’s estimate of its re- 
juirements on this peak as reflected in the evidence introduced in 
June, 1951, in the earlier proceedings at docket No. G-1578, This 
svidence is also a part of the record now before us, having been in- 
orporated by reference. 

This total of 22,313 M. ec. f. includes 8,606 M. c. f. for communities 
presently served by MidSouth with natural gas purchased from Texas 
Gas. Also included is an amount of 13,707 M. ec. f. for those previ- 
ously-named Arkansas communities in which MidSouth proposes to 
initiate distribution service with natural gas to be purchased from 
Texas Gas. (Supra, p. 231.) 

In so estimating MidSouth’s 1953-54 peak-day requirements at 
22,313 M. c. f., Texas Gas has failed to recognize that such estimates 
were predicated upon the assumption that natural-gas service would 
be initiated during the year 1952 in the previously-named communi- 
ties where such new service is proposed. Under present circumstances, 
however, it must be presumed that service in these communities cannot 
be initiated prior to 1953. Therefore, it follows that the volume of 
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13,707 M. c. f. estimated for such communities should be sufficient 
not only for the 1953-54 peak day, but also for the peak day of the 
1954-55 season.’? 

On the basis of this same evidence, we have previously reached the 
conclusion “that the record shows that there exists in the areas pro- 
posed to be served a demand for natural gas in the volumes esti- 
mated.” ** We are, of course, of the same opinion now. This is not 
to say, however, that we find that Texas Gas should now be authorized 
to render this proposed service to MidSouth. 

There are pending before the Commission two proceedings related to 
the proposal of Texas Gas to sell increased volumes of gas to Mid- 
South. At docket No. G—1445, MidSouth seeks a certificate author- 
izing, among other things, the construction and operation of facili- 
ties designed to enable the transportation of gas purchased from Texas 
Gas to the communities wherein MidSouth proposes to inaugurate 
natural gas distribution service. At docket No. G—1680, MidSouth 
has applied for authorization to acquire from Arkansas Power & 
Light Co. and to operate an existing gas transmission pipeline which 
will, if authorized, become an integral part of the transmission sys- 
tem proposed at docket No. G-1445. Hearings upon these two ap- 
plications have been held, but decision has not yet been rendered 
therein. We have this day adopted an order providing for the re- 
opening of the proceedings upon these applications of MidSouth and 
for further hearings therein, for the reasons stated in the order. 
Among the issues present in such proceedings, of course, is the question 
of the adequacy of the supply of gas available to MidSouth. The 
instant application of Texas Gas contemplates, as we have seen, the pro- 
viding of a part of the gas requirements of MidSouth. 

In the circumstances of this case, and considering particularly the 
foregoing facts, it is our opinion that Texas Gas should not at this 
time be authorized to sell and deliver to MidSouth the volumes of 
gas proposed to be resold in the communities which do not now have 
such service. However, pending decisions in the aforementioned 
proceedings, we shall reserve decision in this present proceeding with 
respect to the disposition of the 13,707 M. c. f. of peak-day capacity 

which Texas Gas proposes to make available to MidSouth for service 
in these “new” communities, and we shall keep these proceedings 
open and retain jurisdiction in this matter for the purpose of dis- 
posing of such volume at a future date. If our later decisions in 
the proceedings at docket Nos. G-1445 and G-1680 are favorable 
to the applicant, we shall thereafter authorize Texas Gas in this 

12 These facts were recognized and admitted by counsel for MidSouth in statements made 


in the oral argument had in these present proceedings. 
18 Opinion 10 F. P. C. 391, 396—7. 
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instant matter to provide MidSouth with a maximum daily volume 
not exceeding 13,707 M. c. f. for resale in the “new” communities. 
As estimated by MidSouth, this total volume of 13,707 M. c. f. includes 
1,214 M. c. f. for West Helena, Marianna, Forrest City, Brinkley, 
Wynne, Palestine, Wheatley and Cotton Plant to be received from 
lexas Gas at the proposed delivery point south of Helena.* It also 
includes 6,493 M. c. f. for Hughes, West Memphis, Marion, Craw- 
fordsville, Earle, Parkin, Turrell, Gilmore, Lepanto, Tyronza, 
Marked Tree, and Trumann, to be received from Texas Gas at the 
proposed new delivery point southeast of West Memphis." 

We find that Texas Gas should be authorized at this time to sell 
and deliver to MidSouth a maximum of 8,606 M. c. f. for resale in 
the Arkansas communities presently served by that customer with 
gas purchased from Texas Gas; namely, Wilmot, Parkdale, Endora, 
Lake Village, Dermott, McGehee and Helena.*® 

Fulton, Ky., South Fulton, Tenn., Martin, Tenn—Texas Gas seeks 
authority to sell natural gas to and to construct and operate necessary 
facilities for the delivery thereof to the municipalities of Fulton, 
South Fulton, and Martin. It is estimated that the requirements of 
these prospective customers on the maximum day of the third winter 
season of operation of their proposed facilities, which will be 1954-55, 
will be 555 M. ¢. f., 320 M. ¢. f., and 775 M. c. f., respectively. These 
estimates appear to be adequate and reasonable. 

The record indicates that the proposed projects of these municipali- 
ties are economically feasible. Texas Gas has entered into a contract 
with each covering this proposed service. 

We conclude that public convenience and necessity require that 
Texas Gas should be authorized to render such service to these 
municipalities. 

Mississippi Valley Gas Co.°—Mississippi Valley Gas Co., which 
presently purchases large volumes of natural gas from ‘Texas Gas, pro- 
poses to initiate natural-distribution service in the towns of Jones- 
town and Duncan, Miss., and the estimates of requirements include 
200 M. c. f. and 101 M. c. f. as the maximum requirement of these re- 
spective communities for the second winter season of operation of 
their proposed facilities, which will be the 1954-55 season. We find 
that Texas Gas should be authorized, as requested, to supply these 
maximum volumes of gas to Mississippi Valley for resale in these 
communities. 


4% Such volumes, as previously pointed out, will be sufficient to meet the peak-day esti- 
mates for these communities for the 1954—55 season. 

% Such volumes will be sufficient only to meet the peak-day estimates for the 1953-54 
season. 


% See footnote 1 at p. 228, supra. 
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Gas Utilities Co—Texas Gas proposes to serve the full volumes 
which Gas Utilities Co. (Gas Utilities) heretofore indicated in the 
prior proceedings at docket No. G—1578 it would need to meet its 
requirements in the year 1953 and for the peak day of the 1953-54 
heating season. These requirements include the delivery of 150 
M. c. f. on the peak day for “noncurtailable interruptible load.” 

In this instant proceeding, however, Gas Utilities seeks an addi- 
tional firm delivery from Texas Gas so as to enable Gas Utilities to 
firm up a large part of the deliveries which have been heretofore 
made by it to the W. A. Case & Son Manufacturing Co. on an inter- 
ruptible basis. Gas Utilities now estimates that its firm industrial 
requirements will be 160,000 M. c. f. during the year 1953 instead of 
the 10,000 M. c. f. contemplated by the previous estimate. Similarly, 
it now estimates that its firm industrial requirements on the peak 
day of the 1953-54 season will be 468 M. c. f. instead of the 207 M. c. f. 
heretofore estimated to be required for firm and noncurtailable in- 
dustrial loads. The record shows that this additional firm volume 
of 261 M. c. f. per day is to be provided to an industrial consumer 
of long standing which is engaged in the manufacture of vitreous 
china and sanitary ware. This additional volume, together with the 
amount now provided to it on a non-interruptible basis, is the mini- 
mum volume required to avoid spoilage of this consumer’s products 


during the manufacturing process when the supply of gas to it is 
curtailed. 


It appears from the evidence that other fuels cannot feasibly be 
substituted for natural gas in those phases of the manufacturing 
process for which this minimum firm delivery is required. 

We find that Gas Utilities has adequately supported its request 
for this additional amount of 261 M. c. f. of firm delivery on the peak 
day. Thus, we conclude that 4,913 M. c. f. is a reasonable and proper 
estimate of the requirements of Gas Utilities for the peak day of the 
1953-54 season, and that Texas Gas should be required to provide this 
volume rather than the 4,652 M. ¢. f. per day maximum which the lat- 
ter’s estimates contemplate. 

Town of Halls. Tenn... Gibson County ( Tennessee) Utility Dis- 
trict—The Town of Halls, Tenn., and the Gibson County Utility 
District (Utility District) intervened in these proceedings for the 
purpose of requesting that the Commission require and direct that 
Texas Gas shall provide them with volumes of natural gas for dis- 
tribution in the Town of Halls, and in the communities of Milan, 
Trenton, Dyer, Rutherford, and Kenton, Tenn. These last-named 
five communities comprise the Utility District. 

The Town of Halls requests that Texas Gas be required to deliver 
to it a maximum daily volume of 1,008 M. ec. f., which is its estimate 
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»f requirements on the peak day of the fifth year of operation of the 
proposed facilities of this intervener. 

The Utility District requests that Texas Gas be required to deliver 
o it a maximum daily volume of 4,122 M. c. f. This is the estimated 
volume required to meet demands anticipated for the peak day of the 
ifth winter season of operation of the proposed facilities of this 
intervener. 

As we have heretofore pointed out, Texas Gas proposes to provide 
fo Fulton, South Fulton, and Martin, and to MidSouth and Missis- 
sippi Valley for service in the new communities proposed to be served 
by them, volumes of gas sufficient only to satisfy the requirements of 
these communities on the estimated peak day of the second full heat- 
ing season of operation of the new distribution systems. Accord- 
ingly, it does not appear that the Town of Halls and the Utility Dis- 
trict should be entitled to more, assuming that their presentations 
otherwise justified the request made. Thus, the question is presented 
as to whether the separate projects of these two interveners have been 
shown to be economically feasible so as to justify the issuance of such 
an order, if deliveries to each are limited to its estimated requirements 
for peak day of the winter season following the second year of opera- 
tion of their proposed facilities. 

Neither of these interveners is a “natural-gas company” within the 
meaning of the Natural Gas Act. Nor would they become such upon 
commencement of the operation of facilities proposed by them.'* Ac- 
cordingly, these interveners and their proposed facilities are not sub- 
ject to our jurisdiction. Even so, since we are requested to order that 
service be rendered to these interveners, we must consider the eco- 
nomic feasibility of their projects on the basis of the allocation we 
contemplate in our determination of Texas Gas’ application. 

Each of these interveners proposes to finance its project by the sale 
of revenue bonds. Expert testimony introduced by them indicates 
that such type of bonds are not salable unless the net revenues asso- 
ciated therewith are sufficient to provide a coverage of at least one and 
one-half times the debt service requirement. 

It is estimated that the requirements of the Town of Halls will total 
51,338 M. c. f. in the second year of operation (1954) and that its 
peak-day requirements during the second full heating season of service 
(1954-55) will be 703 M. c. f. On the basis of the rates proposed to 
be charged, revenues according to the Town of Halls in the second 
year would approximate 1.87 times the estimated debt service require- 
ment. This would appear to be sufficient to indicate a probability 
that the project is economically feasible, and may be financed. 


7 This is so by definition. See, sec. 2 of the Natural Gas Act. 
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We conclude on the basis of this record that Texas Gas should be 
required to sell and deliver to the Town of Halls its natural-gas re- 
quirements up to a maximum of 703 M. c. f. per day, and we shall so 
condition our order herein; subject, however, to the provision that 
such allocation of gas shall become null and void, unless otherwise 
hereafter ordered, in the event the Town of Halls is unable to accept 
delivery of gas within 30 days after the completion by Texas Gas of 
its facilities herein proposed and the commencement of operation 
thereof. 

It is estimated that the requirements of the Utility District will 
total 277,368 M. c. f. in the second year of operation and that its peak- 
day requirements during the second full heating season of service 
(1954-55) will amount to 2,559 M. c. f. On the basis of the rates 
proposed to be charged, net revenues accruing to the Utility District 
in the second year of operation of its proposed facilities would ap- 
proximate only about 1.24 times the estimated total debt service 
requirement. According to the testimony of the investment banker 
appearing on behalf of this intervener, this does not appear to be 
sufficient to justify a conclusion that the project could be financed or 
that it is economically feasible. However, with the knowledge that 
any allocation of gas to it in this proceeding will be limited to its peak- 
day estimate for the second full winter season (1954-55), the Utility 
District may be able to present a revised study on this basis to show 
whether its project is economically feasible and capabie of being 
financed. Accordingly, we will condition our order herein so as to 
require Texas Gas to sell and deliver gas to the Utility District up to 
a maximum of 2,559 M. c. f. per day: Provided, that the Utility Dis- 
trict shall, within 60 days from the date of the order herein, provide 
proof satisfactory to the Commission of the economic feasibility of 
its proposed project and of its ability to finance the project: And pro- 
vided further, That such allocation shall become null and void, unless 
otherwise hereafter ordered, if the Utility District is unable to accept 
delivery of gas within 30 days after the completion by Texas Gas of 
the facilities herein proposed and the commencement of operation 
thereof. We shall keep these proceedings open for the purpose of 
receiving such further evidence if offered within the time allowed, and 
we shall retain jurisdiction to permit such further action as may be 
required in this respect. 

Morganfield Natural Gas Co—Morganfield Natural Gas Co. 
(Morganfield), a Kentucky corporation and an intervener herein, re- 
quests that Texas Gas be required to provide natural gas to it up toa 
daily maximum of 3,424 M. c. f. for ultimate resale to consumers in 
the cities of Morganfield, Providence, and Sturgis, Ky. The cities of 
Providence and Sturgis have each also intervened requesting that a 
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supply of gas be made available to them. Neither of these two cities 
oroposes to construct transmission facilities, they rely upon Morgan- 
ield to provide therefor. 

Morganfield proposes to construct and operate a transmission pipe- 
line extending from a point of connection with the facilities of Texas 
zas to the city of Morganfield, and it also proposes to construct and 
yperate a gas distribution system in the city of Morganfield.** It is 
proposed that this company will also resell gas to the cities of Provi- 
lence and Sturgis, each of which proposes to construct and operate 
its own gas distribution systems. 

The evidence adequately demonstrates that there is a demand in the 
Kentucky communities proposed to be served by Morganfield at 
least equal to requirements estimated for the peak day of the second 
full winter season of operation (1954-55), which, for the reasons 
hereinbefore set forth, is ‘he maximum amount we believe should be 
considered for this intervener. And this demand for gas is as large— 
and as important to prospective consumers—as exists in other new 
communities for which Texas Gas proposes to provide a supply. It 
is estimated that the requirements of the cities of Morganfield, Stur- 
gis, and Providence, and their environs, on the peak day in the second 
full winter of operation will be 2,241 M. ¢. f. 

Morganfield Natural Gas Co. has a franchise to distribute gas in the 
City of Morganfield. It has applied to this Commission, at docket 
No. G—-1935, for a certificate of public convenience and necessity au- 
thorizing the construction and operation of facilities for the trans- 
mission and sale for resale of natural gas as contemplated by its pro- 
posal in this instant proceeding. Pending decision upon that appli- 
cation, we shall retain jurisdiction in this instant proceeding with 
respect to this maximum volume of 2,241 M. ¢. f. per day of peak-day 
capacity and we shall keep these proceedings open for the purpose 
of disposing of such volume at a future date. As we stated in similar 
circumstances in the instance of MidSouth, if our later decision in 
the proceedings at docket No. G—1935 is favorable to the applicant 
therein, we shall thereafter issue our further order in these instant 
proceedings requiring Texas Gas to provide Morganfield natural gas 
up to a total maximum volume of 2,241 M. c. f. per day which total 
includes 506 M. c. f. for the City of Sturgis, 622 M. c. f. for the City 
of Providence, and 1,113 M. c. f. for Morganfield’s own retail markets. 
And we shall so provide in our order herein. 

The Ohio Fuel Gas Co.—By order 9 F. P. C. 1114 at docket No. 
G-1452, the Commission authorized Texas Gas to sell and deliver on 
a firm basis up to 5,000 M. c. f. of natural gas per day to Ohio Fuel 





148 This intervener also proposes to distribute gas in the following small rural communi 
ties : Diamond, Clay, Wheatcroft and Sullivan, all in Kentucky. 
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at Middletown, Ohio. Texas Gas now proposes to sell and deliver to 
Ohio Fuel at this same delivery point an additional 95,000 M. c. f. 
per day on a firm basis, and also up to 45,000 M. c. f. per day on an 
interruptible basis. 

Ohio Fuel is a subsidiary of The Columbia Gas System, Inc. (Colum- 
bia). Columbia is operated as one large integrated system in the pro- 
ducing, purchasing, transporting, storing, distributing, and selling 
natural gas at wholesale. Its entire gas supply is considered by it as 
a pooled supply available to all operating subsidiaries. 

In preparing its estimates of gas requirements, Columbia stated 
that it “assumed that restrictions on the sale of gas in effect on Sep- 
tember 15, 1951, would remain in effect through March 31, 1952. 
For the period April 1, 1952, through March 31, 1953, it was assumed 
that sales of gas for additional space heating would be limited to 
new homes and a like number of conversions, and gas for industrial 
use would include increased requirements of present customers, but 
that no new industrial customers would be added. It was further 
assumed that from April 1, 1953, through the year 1956 (which is 
the last covered by the estimates) there would be no restrictions in effect 
except the limitation (by Columbia) of 500 M. c. f. per day for boiler 
fuel to a single consumer.” 

Since April 1, 1952, Columbia has been making representations to 
the Petroleum Administration for Defense and to various State regu- 
latory agencies seeking the relaxation of restrictions to permit the 
rendering of space-heating service to all new homes and to fully sat- 
isfy the increased natural-gas requirements of all present industrial 
customers. Such requested relaxations are narrower in scope than 
those contemplated in the estimates in that Columbia did not propose 
to provide space-heating service to consumers converting from other 
types of fuel. However, Columbia states that it will seek further 
relaxation of the restrictive orders to permit it to provide gas for this 
latter purpose if the service to it as proposed by Texas Gas is author- 
ized. Furthermore, Columbia states that, if the additional supplies 
become available from Texas Gas, “consideration will be given to 
the sale of a limited volume of gas to new industrial customers.” 

Columbia’s exhibits, as noted above, show estimates of gas require- 
ments and gas available for deliveries through the year 1956. How- 
ever, since the facilities of Texas Gas, as augmented by the additions 

herein proposed, are designed to satisfy its sales requirements only 
through the peak day of the 1953-54 winter season, it seems appro- 
priate that our consideration of the requirements of Columbia be 
confined to a similar period. 

On the basis of the evidence initially introduced by Columbia in 
support of its intervention, it was estimated that on the peak day 
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the 1952-53 season there would be a deficiency in gas supply of 
0,000 M. c. f. These estimates, as previously mentioned, assumed 
» relaxation of restrictions to provide space heating for new homes 
da like number of conversions. ‘They also assumed the full satis- 
ction of the requirements of all present industrial customers. Sub- 
juently it developed that the supply picture of Columbia had 
anged considerably since the preparation in February 1951, of 
e estimates mentioned above. As a result, the revised estimates 
licate that the deficiency on the 1952-53 peak day will be 62,700." 
iis estimate assumed the same relaxation of restrictions as was con- 
mplated by the earlier estimate indicating the deficiency of 160,000 
.c. f. In either event, the deficiency of 62,700 M. ec. f., or even the 
ficiency shown in the superseded estimate of 160,000 M. c. f., “can 
taken care of by curtailment of industry,” according to Columbia. 
On the peak day of the 1953-54 winter season, Columbia, assuming 
» restrictions on demands, estimates that its supplies will exceed 
is requirements by 23,000 M. c. f. This, however, is an unsupported 
rure since it assumes (a) that there will be available to it during the 
ar 1953 a total of 44,400,000 M. ¢c. f. from “Other sources—Not deter- 
ined” and (b) that on that peak day there will also be delivered 
0.000 M. c. f. from “Other sources—Not determined.” 2° This seems 
it another way of indicating that presently known—and committed— 
urces of supply will be deficient in those amounts, but that Columbia 
ypes to get them from some unidentified source in the future. Esti- 
ates of future requirements have been made by Columbia on this 
isis for a number of years.” 

Columbia’s estimates for the 1953-54 peak day contemplate that 
exas Gas deliveries on that day will be 100,000 M. ce. f., which is 
ie volume that Texas Gas herein seeks authority to deliver on a 
rm basis. Columbia’s estimates also contemplate that during the 
sar 1953 Texas Gas will deliver to it a total of 49,531,000 M. c. f. 
his latter figure includes the firm delivery of 100,000 M. ec. f. per 
ry on a 100 percent load factor, and the delivery of a daily average 


1% This assumed that the additional 12,600 of gas per day proposed to be delivered to 
umbia by Texas Eastern Gas Transmission Co, would be denied as provided by the 
‘esiding examiner in his decision filed March 12, 1952, at docket No. G—1693. The 
‘cision of the presiding examiner was affirmed in this respect by our opinion 11 F. P. C. 
1, supra, at docket No. G—1693, et al. 

” It is estimated by Columbia that approximately 23,000,000 M. c. f. of this annual vol- 
ne would be placed in storage during 1953. To the extent that gas is not available on 
iis basis the indicated peak-day deficiency would be increased by a reduction of deliveries 
om storage. 

*1For example, in the estimates prepared in February 1951, Columbia estimated that 
lere would be available to it during the year 1951 from all sources a total of 552,511,000 
. «. f. of gas. This estimate assumed that during 1951 it would receive a total of 
3,720,000 M. ¢. f. from “Other sources—Not determined.” Actually, there was available 
» Columbia during the year 1951 a total of 550,490,759 M. ¢. f., which indicates that 
bout 26,700,000 M. ¢. f. was available to Columbia in this year from sources which were 
Not determined” at the time of preparation of the February 1951, estimate. 





244 FEDERAL POWER COMMISSION 


of 33,750 M. c. f. on an interruptible basis, which is 75 percent of the 
maximum interruptible sale of 45,000 M. c. f. per day proposed by 
Texas Gas. 

It is unnecessary for us at this time to evaluate with preciseness 
these estimates by Columbia of the “requirements” of its markets. It 
is enough that we find, as we do, that Columbia has demonstrated that 
there is a market for the sale of the additional volumes of gas which 
Texas Gas has proposed to sell and deliver to it. However, for the 
reasons set forth hereinafter,”? we further find that Texas Gas should 
not now be authorized to make deliveries to Columbia in the exact 
manner proposed. 

The additional firm sales to Ohio Fuel are proposed to be made 
under Texas Gas’ filed rate schedule CD-4. Texas Gas does not now 
have on file with the Commission a schedule governing sales such a: 
the interruptible sale proposed to be made to Ohio Fuel. However 
it has introduced in evidence in this proceeding a form of proposed 
schedule covering this latter sale which is tentatively identified as rat 
schedule IS-4. Under this proposed schedule, Texas Gas guarantees 
to tender for delivery to Ohio Fuel on an annual basis a minimum 
daily average of 50 percent of the “maximum daily delivery obliga 
tion” of 45,000 M. c. f., and to charge therefore a rate of 22 cents per 
M. c. f. This proposed rate of 22 cents per M. c. f. is equivalent to 
the average charge at 100 percent load factor under Texas Gas’ pres: 
ently effective rate schedule CD-4 for contract demand service. How- 
ever, the proposed rate schedule IS-4 provides for a minimum pay- 
ment equal to the charges for 90 percent of the guaranteed annual 
volume, whereas said rate schedule CD-4 provides that the minimum 
charge shall be equivalent to only 82 percent of the charges for the 

maximum guaranteed deliveries. 

An officer of Texas Gas has stated on the record that the company 
will revise the proposed rate schedule IS-4 to provide that the mini- 
mum bill thereunder shall conform to the minimum specified in Texas 
Gas’ rate schedule CD-4. Accordingly, it seems appropriate, under 
these circumstances, to require by condition in our order herein that 
Texas Gas shall file a rate schedule in the form set forth in exhibit No. 
185—A in this record. Such schedule shall contain a rate for this pro- 
posed interruptible sale which shall not be in excess of the average 
charge at 100 percent load factor under Texas Gas’ rate schedule 
CD, and provide also that the minimum bill thereunder shall con- 
sist of an amount equal to the product of such rate “multiplied by 
the product of 4114 percent of the ‘maximum daily delivery obligation’ 

and further multiplied by the number of days in the contract year,” 


2 Pp. 245-249, infra. 
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stead of the factor of 45 percent set forth in the first proposed form 
f rate schedule. 

Other markets.—The deliveries proposed to be made by Texas Gas 
» other customers not specifically discussed herein are identical with 
he volumes which those customers estimate they will require through 
ne peak day of the 1953-54 heating season. Since we find that the evi- 
ence supports the reasonableness of these estimates for that period, 
; 1s unnecessary that we consider such estimates in further detail. 

Conclusions as to markets.—The estimates of requirements made by 
‘exas Gas for the peak day of the 1953-54 winter season aggregate 
44,721 M.c. f. The modifications of the proposed deliveries to Mem- 
his and Lawrenceburg, as heretofore made, and the allocation for 
he Town of Halls, plus the volumes reserved for possible future al- 
ocation to the Gibson County Utility District and Morganfield Nat- 
ral Gas Co., would increase such requirements by 42,332 M. c. f. 
herefore, the total indicated demand on Texas Gas on the 1953-54 
veak day would be 987,053 M. c. f.2* This is 29,641 M. c. f. in excess 
f the estimated sales capacity of the system of Texas Gas as aug- 
nented by the facilities herein proposed, namely, 957,412 M. c. f.** 
t is apparent, therefore, that deliveries cannot be made in accord- 
nce with our previous findings herein as to certain of the present 
yr potential customers and as proposed by Texas Gas for the other 
‘ustomers. Thus, it follows that deliveries must be patterned or cut 
o fit the capacity. This presents the serious question of where this 
nay be done with the least detriment to the potential consuming public. 
We use the word potential because it is obvious that the increased or 
new deliveries of gas by Texas Gas are desired for and intended to be 
used by consumers in substitution for other fuels or as fuel to meet 
requirements not heretofore experienced. There appears to be little 
if any difference between a potential consumer in an area presently 
enjoying the advantages of natural-gas service and one in a presently 
unserved area who hopes to enjoy this advantage. 

Recognizing this deficiency of pipeline capacity, Commission staff 
counsel have suggested in their brief that: 





% Actually the estimated requirements on the 1953-54 peak day will be less than this 
total of 987,053 M. ce. f. This total, as we have shown hereinbefore, includes the estimated 
1954-55 peak-day requirements for those communities in which MidSouth and Mississippi 
Power proposed to introduce natural-gas service, as well as the 1954—55 peak-day require- 
ments of the towns of Fulton, South Fulton, Martin and Halls, the Gibson County Utility 
District and Morganfield Natural Gas Co. However, the volumes representing the differ- 
ences between the 1953-54 and 1954-55 peak-day requirements for these communities and 
customers cannot be disposed of by Texas Gas on a firm basis to others on the 1953-54 
peak day. 

* Texas Gas contends in this proceeding that the difference between the designated 
sales capacity of 957,412 M. c. f. and the deliveries of 944,721 M. c. f. as contemplated by 
it, being 12,691 M. ec. f., provides a cushion necessary to meet emergencies and unforeseen 
contingencies. Therefore, if such cushion is to be deemed necessary, the 29,641 M. ec. f. 
which is shown to be in excess of designed sales capacity, is an understatement. 
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Since Columbia has multiple sources of supply, whereas all but one or two of 
Texas Gas’ other customers rely solely upon Texas Gas for a supply of natural 


gas, it seems to be indicated that proposed firm peak day deliveries of Ohio Fuel 
in the 1953-54 season should be diminished if the requirements of the other cus- 
tomers are to be satisfied to the extent recommended herein. 


In support of this suggestion, it is stated— 


* * * that Columbia shows in its estimate for the 1953-54 peak-day deliveries 
to industrials in its own retail markets totaling 443,000 M. c.f. Most of the large 
industrials so served have stand-by facilities, and witnesses appearing on behalf 
of Columbia have estimated that such industrial deliveries can be curtailed 80 to 
85 percent. And industrial customers served by Columbia’s wholesale customers 
-an be similarly curtailed. 

In response to this suggestion, Columbia, in its reply brief, points 
out that this industrial sales figure of 443,000 M. c. f. represents an 
estimate of “requirements” not “deliveries.” Furthermore, Columbia 
states that if it does not receive during the year 1953 the volume of 
44,400,000 M. c. f., which its estimates show to be required from “Other 
sources—Not determined,” and if it does not receive on the peak day 
of the 1953-54 season the volume of 250,000 M. c. f., which its esti- 
mates also show as being required from “Other sources—Not deter- 
mined,” its gas supply will be approximately 750,000 M. ec. f. short 
of estimated “requirements” rather than the “excess” of 23,000 M. e. f. 
which its exhibits indicate. As Columbia points out, such a deficiency 
of 750,000 M. c. f. in supply “would go far beyond any industrial load 
on such peak day and would cut deeply into general service require- 
ments.” 

In view of these possibilities, Columbia concludes: 

It may well be that Columbia would find it necessary to ask the various regula- 
tory authorities for the reimposition of stringent restrictions and that such 
deficiency would in some measure take the form of failure to serve customers 
in established markets rather than the form of outages and cessation or curtail- 
ment of deliveries to established customers on cold days. In either event, there 
would be a serious shortage in the gas supply needed to meet the general service 
requirements in the markets served by Columbia. 

As we understand this statement of Columbia, it means simply that 
Columbia’s foreseeable gas supply is far short of its own estimate of 
future requirements. Columbia, unless it obtains supplies of gas 
greatly in excess of the additional volumes proposed to be purchased 
from Texas Gas, either must not take on customers which cannot be 
supplied from presently known sources of gas supply or it may take 
on additional customers with the knowledge, so far as presently known 
sources of supply are concerned, that it will be unable to satisfy the 
demands of such new customers and the customers presently being 
served by it. We fully recognize this dilemma in which Columbia 
finds itself. However, we further recognize, as others should, that it 
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involves matters beyond our jurisdiction to cure. For it is a situation 
which must be analyzed and acted upon by Columbia, its subsidiaries 
and their distributing-company customers, and the regulatory 
agencies which have jurisdiction over the intrastate operations of such 
subsidiaries and distributing companies. We have no authority over 
the local distribution of gas by these companies to retail consumers. 
Nor do we have—or accept—any responsibility for any over-selling 
by them. 

The “requirements” of existing and potential consumers of Co- 
lumbia in the retail markets served by them are almost insatiable. 
These markets are thickly populated and greatly industrialized. 
Columbia’s own estimates reflect the virtually unappeasable “require- 
ments” of its “established markets.” These estimates reflect gas re- 
quirements as follows for the several peak days indicated: 


M. c. f. 
oS | ate _..._........ 2, 689, 000 (Actual) 
NTN si i le SE do 
1952-53 ......._- sitet eee 2 3, 355, 000 (Estimated *) 
1953-54 ..._- Sete __.. 3, 828, 000 do 
1954-55 ....._- tan ~ : tee 4, 199, 000 do 
WO sk cin, eee __ 4,533, 000 do 


As a further indication of the imbalance between presently known and 
committed gas supply and such estimated gas “requirements”, we again 
refer to the estimates of Columbia which indicate that in order to satis- 
fy such “requirements” Columbia must obtain the following volumes 
from “Other sources—Not determined”: That is, from sources not 
presently known or committed.*° 


Annual volumes 
M. c. f. 
1953 3 _......... 44,400, 000 
ee pak Nes ee imine : setch a 101, 950, 000 
/ ini incendie clcistiBideiitd it ieenita mae sitet _ 148, 100, 000 
1956 - ‘ ‘a 183, 000, 000 


M.c. f. 
Ge-O4 .....i...- ics Miie ee bee = iandbeeanemer ————> , 
1954-55 Sacabiia ‘ ey 
1955-56 500, 000 


*It had been previously estimated that the peak day during this season would be 
2,996,000 M. c. f. at an average temperature of one degree. However, the actual peak day 
occurred on a Sunday, when industrial operations might be expected to be below a normal 
work day, and when the average temperature was three degrees, 

%*% These indicated required supplies of gas from “Other sources—Not determined” are 
premised upon the assumption that gas will be supplied to Columbia by Texas Gas as 
contemplated by the application in this proceeding. Furthermore, these indicated addi- 
tional required supplies are the volumes required annually and for the individual peak days 
and are not cumulative amounts. 
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We also are cognizant of the fact that Columbia’s estimates show that 
industrial “requirements” for the 1953-54 peak day for the retail mar- 
kets served by its own subsidiaries will be 443,000 M. c. f. and will in- 
crease to 474,000 M. c. f. in 1955-56. This compares with peak-day 
sales of this classification in 1950-51 of 328,000 M. c. f. and 262,871 
M. c. f. in 1951-52.*7 Similarly, annual sales of this classification 
amounted to 100,583,491 M. c. f. in 1951, whereas it is now estimated 
that the requirements of this class of customers will be 128,055,000 
M. c. f. in 1953, 136,424,000 M. c. f. in 1954, and 146,792,000 M. c. f. 
in 1956. 

In consideration of the foregoing and other facts of record, it is 
our opinion that, public convenience and necessity would be better 
served by reducing the volume of 100,000 M. c. f. of maximum firm daily 
sales and deliveries which Texas Gas proposes to provide for Colum- 
bia (through Ohio Fuel, its subsidiary), rather than to reduce the 
volumes proposed to be made available to others to meet their require- 
ments as we have hereinbefore found reasonable—or for which we 
have reserved specific volumes for later disposition. In arriving at 
such conclusion, we are fully aware that a diminution in the contem- 
plated firm deliveries to Columbia should have relatively little ef- 
fect upon the total annual deliveries that can be made to this customer 
by Texas Gas, because Texas Gas should apparently be able to deliver 
to Columbia 100,000 M. c. f. per day on all but a few days of the 
winter seasons—plus the volumes contemplated by the proposed inter- 
ruptible sales. Furthermore, we are also aware of the fact that, al- 
though firm deliveries by Texas Gas to Columbia must apparently 
be reduced below the 100,000 M. c. f. per day maximum proposed, 
Texas Gas should be in a position to make guaranteed deliveries to Co- 
lumbia on a secondary basis in excess of the minimum daily average 
of 50 percent of the “maximum daily delivery obligation” of 45,000 
M. c. f. contemplated by the proposed interruptible sale. As a conse- 
quence, the ultimate effect upon Columbia should be relatively minor. 
Apparently, the reduction of firm peak-day deliveries “can be taken 
care of by curtailment of industry,” as Columbia’s evidence suggests. 

In consideration of all of these factors, we conclude that 70,359 
M. c. f. is the maximum daily volume which should be committed to 
Ohio Fuel (Columbia) on a firm basis. We do not find, however, that 
Texas Gas should be required to provide this entire amount to Ohio 
Fuel on a firm basis. The precise maximum to be so committed is a 
matter which we believe should be the subject of further arrangement 
between Texas Gas and Ohio Fuel. Texas Gas may well conclude 
that the firm commitment of such maximum volume of 70,359 M. c. f., 
together with the firm commitment to other customers of the volumes 


7 See footnote 1 on p. 228, supra. 
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which we herein authorize to be delivered to them or require Texas 
Gas to provide, might not leave a sufficient balance between total 
commitments of firm delivery and the designed pipeline sales ca- 
pacity. As we have heretofore pointed out, the designed sales ca- 
pacity of the transmission system of Texas Gas, as augmented by the 
additional facilities proposed herein, will be 957,412 M.c. f. Of this 
total, Texas Gas has proposed firm deliveries on the peak day of the 
1953-54 season aggregating 944,721 M. c. f. The excess of capacity 
amounting to 12,691 M. ec. f. is said by Texas Gas to be necessary 
from an operating viewpoint to provide a cushion of gas to meet 
emergencies and unforseen contingencies. 

In their brief in this proceeding, Commission staff counsel made the 
following recommendation : 

For the reason that Texas Gas is seeking authority here to construct limited 
facilities which were designed to provide adequate capacity only through the 
1953-54 heating season, and for the additional reason that most of its customers 
are full requirements customers—only a relatively few have specific daily maxi- 
mum limitation imposed either by order of this Commission or by the terms of 
existing service agreements—the staff urges the Commission, if a certificate should 
be granted, to limit the daily quantities to be taken by each customer. Such 
limitation will assure the distributors of adequate supplies of gas, permit them 
to share in the pipeline capacity in relationship to reasonable demands expected 
to be made upon them and should place a brake upon uncontrolled load growth. 
Such limitation, alone, without constant policing and surveillance by Texas 
Gas and the cooperation of all its customers, will not obtain the complete bene- 
fits which may accrue thereby. Last winter, for example, several of Texas Gas’ 
customers took volumes in excess of limitations imposed by an order of this 
Commission. 


Texas Gas and certain of its customers have stated that they fully 
support this recommendation and have urged that specific limitations 
be included in such order as may be issued herein. None of the parties 
to the proceeding have indicated opposition to this proposal. In 
view of these facts, and for the reasons stated above, we find it appro- 
priate that specific daily limitations be placed upon the volumes of 
gas which may be delivered by Texas Gas to its several present and 
proposed customers. Maximum volumes for each customer will be 
set forth in the accompanying order. 

In this connection, it might be noted that Texas Gas, on July 8, 
1952, submitted its revised F. P. C. gas tariff providing that all gen- 
eral service shall be rendered under contract demand type of rate 
schedules in accordance with service agreements which shall specify 
the contracted demand of each customer.*® 


2 Staff counsel in their brief have suggested that: “Because of the tight relationship 
between demands and system delivery capacity—even on the basis of Texas Gas’ exhibits 
Texas Gas might well consider the desirability and feasibility of proposing that all firm 
sales be made under schedules and service agreements providing and fixing specified 
demands for each customer.” 
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ApEQUACY OF DersiGNED Capaciry oF TRANSMISSION SysTEM 


As presently designed, the system of Texas Gas, with the addition 
of the facilities for which authorization is here sought, will have a 
peak-day capacity of 990,312 M. c. f. The peak-day sales capacity of 
the system, with the addition of such facilities, will be approximately 
957,412 M. c. f. The remainder amount of 32,900 M. c. f. will be 
required to provide compressor fuel and for other system uses. 

Such designed capacity, as we have heretofore pointed out, obvi- 
ously is incapable of satisfying the demands of even those customers 
which Texas Gas proposes to serve on the 1953-54 peak day, if the 
requirements of Memphis, Lawrenceburg, and Gas Utilities are 
adjusted in the manner which we have hereinbefore found should 
be done. This fact is made apparent by the following tabulation: 





M.o. f. 
Sales as estimated by Texas Gas on the 1953-54 peak day__-------- 944, 721 
I aww ideas wots fe mek cas scp np ne TEN 32, 900 
Total requirements as estimated by Texas Gas___.-.---------- 977, 62 
Increase of requirements as found by Commission for customers 
proposed to be served by Texas Gas 
RN recta tae Seems pighatteenterenns x cas aati ean ales npcpen . 36, 162 
NN sas scsccs ce ested ooteaccn is nh vi econ aires ices ws npn aie 406 
NN TN ein a ch anal oneemaiae 261 36, 839 
Total revised requirements of customers proposed to be served 
Siar OS NE a ela neem e eine mainte Jeeneees 1, 014, 450 
Add allocation and volumes reserved for future disposition by 
Commission 
SO PEE Sk oS etc aemneeseanes ited crenata 
SUNNY SRI eee btnes an neecckoouceewenawne 2, 559 
NN ccs saree sconce id eg a oan ano eae 2, 241 5, 503 
I Sih ia ea eae aha an eee ssa eli avec lata clipe scari 1, 019, 953 


The foregoing tabulation not only demonstrates the fact that the 
designed sales capacity of the augmented facilities will not be adequate 
to meet the estimated requirements of the customers which Texas Gas 
proposes to serve on the peak day of the 1953-54 season, but it also 
conclusively shows the compelling necessity that we fix maximum 
limitations upon the daily deliveries to be made to such customers— 
as well as those others which we have found should also receive service 
from Texas Gas. 

Adequacy of capacity of branch pipeline serving Gas Utilities Co.— 
We have hereinbefore found that the reasonable estimate of the firm 
requirements of Gas Utilities for the 1953-54 peak day is 4,913 M. c. f. 
However, the existing branch pipeline through which gas is trans- 
ported for delivery to Gas Utilities at Robinson, Tll., admittedly does 
not have the capacity to transport such volume of 4,913 M. c. f. per 
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day, or even the lesser volume of 4,652 M. c. f. which Texas Gas pro- 
posed to provide. In the hearings in this proceeding, as it did in the 
earlier proceedings at docket No. G-1578, Texas Gas steadfastly re- 
fused to agree to loop such branch line or to otherwise provide facili- 
ties to enable the delivery of greater volumes of gas at Robinson. It 
contended that to do so would be contrary to the present policy of 
Texas Gas not to construct any sales laterals to the city gates of cus- 
tomer companies. 

Gas Utilities, with equal steadfastness, has contended that the 
failure of Texas Gas to provide adequate pipeline capacity at the 
Robinson delivery point is contrary to the provisions of the service 
agreement between these parties and the provisions of section 4 (b) 
of the Natural Gas Act. Accordingly, Gas Utilities has requested that 
any certificate granted to Texas Gas in this proceeding be conditioned 
to require that company within a reasonable time to undertake the 
expansion of the capacity of its Robinson lateral to the extent neces- 
sary to meet the full requirements of Gas Utilities. 

Subsequent to the close of the hearings in this proceeding, Texas 
Gas relaxed its position in this regard and stated that it “will request 
permission (of this Commission) to make the necessary looping of its 
facilities to deliver the above quantities to these customers (4,652 
M. ec. f. for Gas Utilities and 6,230 M. ec. f. for Illinois Gas Co.) 
promptly upon the issuance of a certificate in these proceedings and 
subject only to its ability to obtain the necessary pipe.” ** Even 
though this issue would thus appear to be largely moot, to insure 
prompt fulfillment of this obligation by Texas Gas, we shall so con- 
dition our order herein to require Texas Gas, to file the necessary 
application for a certificate for such looping and to forthwith take 
such other action as may be necessary to the construction thereof. 

Although the proposed construction of loops on the Robinson and 
Lawrenceville laterals appears to have eliminated any issues insofar 
as Gas Utilities and Illinois Gas Co. are concerned, the settling 
thereof does not eliminate the question raised by staff counsel in the 
course of these proceedings (and in the earlier proceedings at docket 
No. G-1578). 

The record shows that in many instances Texas Gas makes delivery 
at the city gates of the customer companies through lateral pipelines 
owned and operated by Texas Gas. In other instances delivery to the 
customer companies is made at the point of interconnection with main 
pipeline facilities of Texas Gas and the customers are or have been 
required to construct and operate the lateral lines necessary for the 

2” This quoted statement is set forth as footnote 4 at p. 3 of the reply brief of Texas 
Gas in this proceeding. 

The inclusion of Illinois Gas Co. is in apparent recognition by Texas Gas that the lateral 
pipeline serving this customer likewise does not have sufficient capacity to enable delivery 
of proposed volumes at Lawrenceville, Ill., for resale In that community. : 
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transmission of the gas to the point of interconnection with the local 
distribution facilities at the city gates of the communities served. 
Texas Gas demands and receives in at least two of its four rate zones 
the same rates from all customers regardless of whether the delivery 
is made by Texas Gas at its main pipelines or at the city gate: that is, 
whether the connecting line facilities are owned and operated by Texas 
Gas or by the customer. Staff counsel contend that this results in 
undue discrimination against those customers who are required to 
construct and operate the connecting line facilities and gives undue 
preference and advantage to other customers who receive deliveries 
at the city gates of the communities served by them. Moreover, staff 
counsel contend that these deliveries by Texas Gas at uniform rates 
are contrary to the principles announced by us in our opinion, Jn 
the Matter of Michigan-Wisconsin Pipe Line Co., et al., 9 F. P. C. 
127, 134-6. 

We do not, however, believe it is necessary for us to pass upon these 
contentions at this time. Subsequent to the close of the hearings in 
these proceedings, Texas Gas, on July 8, 1952, filed with this Commis- 
sion proposed revisions of its presently effective F. P. C. gas tariff 
providing for numerous changes therein, including increased sched- 
ules of rates. It now appears that this proposed revised gas tariff may 
become the subject of proceedings pursuant to sections 4 or 5 of the 
Act. Therefore, we conclude that the matters which are the subject of 
these contentions by staff counsel might be more properly disposed of 
in such proceedings, if any, as may arise as a result of this filing by 
Texas Gas of proposed tariff revisions. In the event this filing by 
Texas Gas does not so become the subject of formal proceedings, we 
can initiate other action with respect to these matters of possible undue 
discrimination or preference. In either event, we would expect the 
development of a complete record on this issue, and we would also 
expect Texas Gas to come forward with a proposal to eliminate any 
undue discrimination or preference that may exist, or any unreason- 
able difference in service. 


Construction Costs AND OperATING EXPENSES 


The facilities involved in this application of Texas Gas are esti- 
mated by it to cost $33,752,705. This estimate is based on recent 
experience of Texas Gas in the construction of pipelines of comparable 
size. Estimates of the cost of installing compressor units and meter 
stations also reflect current experience of the company. Estimates of 
costs for major items of materials and equipment are based upon prices 
current at the time of the hearings herein and in part on firm orders. 

Texas Gas estimates that its total operating expenses for the year 
ending December 31, 1953, the first full year of operation of the sys- 
tem as augmented by these proposed facilities, will be $48,562,000, 
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‘hich includes $29,155,000 for gas purchased for resale. In general, 
he estimates for such expenses are based upon the experience of Texas 
ras in the operation of the facilities authorized by the Commission 
t docket No. G-859. 

We believe that the estimate of the total cost of constructing the 
roposed facilities and the estimate of operating expenses are rea- 
onable. 

GaAs SUPPLY 


In our opinion, Jn the Matters of Texas Gas Transmission Corp., 
t al., docket Nos. G—-859, et al., 8 F. P. C. 190, 200, which concerned 
he issuance of the last certificate authorizing major construction by 
his applicant, we found that Texas Gus possessed “supplies of natural 
ras adequate to meet. those demands which it is reasonable to assume 
vill be made upon it.” In this present proceeding, Texas Gas 
elies not only upon the contracts for gas supplies which provided 
he basis for the above-quoted finding,’ but it also has presented evi- 
lence as to other additional sources of supply. 

In this instant proceeding, Texas Gas estimates that its natural-gas 
equirements for the years 1952 through 1971 will be 1,430,629,000 
MI. c. f. greater than was estimated at the time of the proceedings at 
locket No. G-859.*" To meet these additional requirements, Texas 
ras estimates that it has now available to it for the same period 
818,142,900 M. ¢. f. of gas reserves additional to those which were 
previously available according to the estimates submitted in the 
arlier proceedings at docket No. G-859. The sources of such addi- 
‘ional supplies of gas are shown by Texas Gas to be as follows: 


. Jocket N docket No. 
Suppliers "7 on I — Difference 
[exas Eastern Transmission Corp 2 1, 366, 047, 100 1, 445, 282, 000 79, 234, 900 
United Gas Pipe Line Co 311, 028, 000 1, 335, 487,000 | 33 1,024, 459, 000 
‘exas Northern Gas Corp. and Louisiana Natural Gas 
Corp ‘nie : z e 714, 775, 000 714, 449, 000 
Total ‘ seaee r 1, 818, 306, 900 


The additional volumes estimated to be available from Texas East- 
erm Transmission Corporation (‘Texas Eastern) result from the pre- 


* These contracts are referred to in some detail in the above-cited opinion 8 F. P, C. 
190, 196~—7. 

*% Actually the evidence presented in the proceedings at docket No. G-—859 did not include 
an estimate of requirements for the years 1970 and 1971. Texas Gas, in order to make 
the above comparison, has assumed for the purpose of the docket No. G-859 estimates that 
requirements in the years 1970 and 1971 would equal the average volume there shown 
for 1968 and 1969. 

2 For comparative purposes, the volume shown in the column ‘“‘Docket No. G-859”’ has been extended 
through 1971 at the average rate for 1968-1969. (See footnote 31, supra.) 

% This volume represents the amount available at a 95 percent load factor beginning with the date of 
first delivery (which for this purpose was assumed by Texas Gas to be October 1, 1952), under the so-called 
“New United Contract’ which is discussed elsewhere herein. 

304039—57——19 
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sumption of Texas Gas that the load factor of its purchases from 
Texas Eastern will be increased from the 90 percent estimated in the 
proceedings at docket No. G-1859 to a 95 percent load factor. These 
purchases are to be made under a contract whereby Texas Eastern 
has agreed to deliver to Texas Gas up to 200,000 M. ec. £. per day for a 
period of 20 years. Although this contract by its terms expires in 
1969, we believe it reasonable to assume, as does Texas Gas, that such 
contract will continue in effect for these two years beyond its stated 
term.* 

The additional volumes shown to be available from United repre- 
sent the amount estimated by Texas Gas to be available at a 95 per- 
cent load factor beginning with the date of first delivery under the 
so-called “New United Contract,” which date Texas Gas for this pur- 
pose has assumed to be about October 1, 1952. Elsewhere herein, we 
consider the gas supply available to United and make findings which 
Support this estimate by Texas Gas as to the availability to it by con- 
tract of the additional volumes of gas shown above.* 

The volumes of gas estimated to be available from Texas Northern 
and Louisiana Natural are to be produced in South Louisiana fields, 
Texas Northern is a wholly-owned subsidiary of Texas Gas, and 
Louisiana Natural is a wholly-owned subsidiary of Texas Northern. 

Texas Gas has contracted with Louisiana Natural for a term of 20 
years for the purchase by the former of up to 93,200 M. c. f. per day. 
Similarly, Texas Gas has contracted for the purchase from Texas 
Northern up to 46,800 M. e. f. per day for a period of 20 years, 
Elsewhere herein we discuss the gas supplies estimated to be available 
to Louisiana Natural and Texas Northern, and we find reasonable 
bases for concluding that these companies will be able to provide to 
Texas Gas the volumes of gas which the latter estimates will be pro- 
vided by these sources,”* 

Upon consideration of the foregoing and the findings hereinafter 
made as to the gas supplies available to United. Louisiana Natural, 
and Texas Northern and the ability of such companies to meet their 
several obligations to Texas Gas, we conclude that Texas Gas pos- 
Sesses a supply of natural gas adequate to meet those demands which 
it is reasonable to assume will be made upon it, 


FINANCING 


It is estimated by Texas Gas that the total cost of all the facilities 
for which it seeks authorization will be $33,752,705. This includes 
“See In the Matters of Tennessee Gas Transmission Co., et al., 9 F, PLC. 271, 277. 
See also In the Matter of Michigan-Wisconsin Pipe Line Co., et al., 8 F, Pp. C. 293, 307: 
and In the Matter of Michigan-Wisconsin Pipe Line Co., et al, 9 F. P. Cc. 159. 162. 
*® See pp. 262-265, infra. 
% See pp. 257 258, infra. 
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at 


. allowance for overheads, including interest during construction, 
id a contingencies item. 

In order to finance such construction, Texas Gas proposes to issue 
id sell $37,000,006 aggregate principal amount of first mortgage 
ipeline bonds. It has had negotiations with 14 institutional in- 
stors who have agreed to purchase varying amounts of such total 
' $37,000,000.*7 Bond purchase agreements were entered into by 
exas Gas and each of such purchasers on February 1, 1952. The 
mds, which are covered by a supplemental indenture to the existing 
ortgage and deed of trust, bear an interest rate of 4 percent and are 
» be sold “at a price of 98 percent of the principal amount of such 
onds,” that is, at $98.00. 

Actually $13,000,000 (principal amount) of such bonds were sold 
n February 15, 1952. Part of the proceeds from this sale were used 
» finance the construction of the transmission pipeline extending 
rom Texas Gas main transmission line to North Tepetate, La., which 
vas authorized by the Commission’s opinion and order 10 F. P. C. 
91, 420. The remainder of that amount and the proceeds from the 
ale of the balance of $24,000,000 (principal amount) of bonds are 
0 be used to finance the construction of the facilities herein proposed. 

The agreements for the sale of bonds are the results of a negotiated 
ale which has no aspect of competitive bidding. Mr. William M. 
{Imer, a vice president and the treasurer of Texas Gas, testified at 
ength as to why Texas Gas considered it infeasible to sell the bonds 
ifter competitive bidding.** Among other things, he explained that 
inder the provisions of the existing mortgage Texas Gas could have 
ssued additional bonds only up to $16,400,000 principal amount with- 
ut obtaining a waiver of the present bondholders; and that in order 
‘0 obtain a waiver to permit the issuance and sale of bonds in the 
required principal amount of $24,000,000 Texas Gas was required to 
agree to the sale to present bondholders of the proposed issue. Mr. 
Elmer further explained that Texas Gas did not believe it feasible to 
issue such permissive amount of $16,400,000 (principal amount) in 
bonds and to obtain the difference of about $8,000,000 by the sale of 
Texas Gas) stock.* 

These organizations include thirteen commercial companies and “The Penngylvania 
Railroad System plan for supplemental pensions,” 

* Compare 10 F, P. C. 391, 402—4. 

“We note that subsequent to the close of the hearings in this proceeding, Texas Gas, 
on June 19, 1952, filed with the Securities and Exchange Commission a registration state- 
ment under the Securities Act of 1933 covering the sale of 350,000 shares of common 
stock of the corporation, The stock sale is to provide funds additional to those to be 
obtained from the sale of bonds. The registration statement, as now filed, does not indi 
cate the net proceeds expected to be obtained from the proposed sale of stock. It is stated 
only that: “Of the net proceeds, $2,500,000 will be used to prepay a portion of the corpo 


tations’ outstanding notes payable to banks, and the balance will be used for general 


corporate purposes.” 
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Since it is an accomplished fact, there can be no question as to the 
ability of Texas Gas to finance the construction of the facilities which 
are the subject of the application before us. 


Docker No. G—-1852—Loutstana Narura Gas Corp. Ano Docker No. 
G-1853—Trexas NorrHern Gas Corp. 


As we have noted previously, Louisiana Natural has agreed to sell 
and deliver to Texas Gas, its parent, up to 93,200 M. c. f. per day. And 
Texas Northern has agreed to sell and deliver to Texas Gas, also its 
parent, up to 46,800 M. c. f. of gas per day. The contracts of sale are 
for a period of 20 years. 

Neither Louisiana Natural nor Texas Northern will produce any of 
the gas proposed to be sold to Texas Gas. All of such gas is to be pur- 
chased by these two subsidiary companies from producers in some 27 
gas fields located in south Louisiana. 

Louisiana Natural and Texas Northern seek authorization for the 
transportation of gas in interstate commerce through existing facil- 
ities for and the sale of natural gas in interstate commerce to 
Texas Gas for resale.*® No additional facilities are involved in these 
applications. 

The gas reserves relied upon by these two companies are the same 
as those which were the subject of extensive evidence in the earlier 
proceedings at docket No. G-1578. The position of the staff as to the 
volumes of gas estimated to be available from such reserves is the same 
as that which we summarized in our opinion 10 F. P. C. 391, 407 as 
follows: 

The staff has indicated that it does not dispute the estimates of reserves in 
place in these south Louisiana fields, or the estimates of volumes to be ultimately 


recoverable therefrom, when both are considered on an aggregate basis for all 
fields rather than an individual field or reservoir basis. 


No other party to the proceeding has expressed an opinion as to the ac- 
curacy of the applicants’ estimate of gas reserves in these fields. 
Questions were raised, however, as to the acceptability of the esti- 
mates presented on behalf of these applicants which were intended 
to show the period of years that the contracted gas reserves would be 


sufficient to satisfy Texas Gas’ demands under its contracts with 
Louisiana Natural and Texas Northern. These applicants intro- 
duced three studies or estimates purporting to show that the gas re- 
serves available to them year by year from these south Louisiana 
fields would be sufficient to satisfy Texas Gas’ demands upon them 
for a period of about 17 to 19 years. 

“ Temporary certificates were granted on December 19, 1951, authorizing the operation 
of such facilities for the purpose of making limited sales to Texas Gas. By order 1 


F. P. C. 940, Texas Northern was authorized to operate such facilities for and to sell gas t0 
Transcontinental Gas Pipe Line Corp. for a limited period. 
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The first of these “availability” studies is based upon the applica- 

m of the so-called “Davis’ Curve” method which purportedly re- 
cts the “Average performance of 24 depleted or nearly depleted 
servoirs connected to United Gas Pipe Line Co.” This study indi- 
tes that the south Louisiana fields can provide 100 percent of Texas 
as’ requirements therefrom through the year 1969, and that over 
} percent of such requirements can be met in the year 1970. 

A second “availability” study was presented by Texas Gas which 
based upon a complex mathematical formula devised by Mr. D. T. 
acRoberts, Director of Research for the United Gas Corp., the 
rent of United Gas Pipe Line Co. The first application of this 
rmula was based upon the assumption, among others, that the 
uth Louisiana fields would provide Texas Gas with a daily volume 
f 98,000 M. c. f. on a 100 percent load factor. On this basis, it was 
dicated that such deliveries could be made to Texas Gas for a period 
f 17.8 years. The second application of this formula was based upon 
ie assumption that deliveries to Texas Gas would be made on a 70 
ercent load factor with a maximum delivery of 140,000 M. c. f. per 
ay. On this basis, it was indicated that Texas Gas’ requirements 
rom these fields could be met for a period of 16.5 years. 

Finally, shortly before the close of the hearings herein Texas Gas 
resented a “Study of availability by Potential Method.” *: This 
udy indicates that Texas Gas’ requirements from the south 
ouisiana fields can be satisfied for a period of 18 years (1952 through 
969), and that about 98 percent of such requirements can be met in 
he 19th year. 

The staff was openly critical of the studies based upon the so-called 
Davis Curve” and the “MacRoberts’ Formula” and presented evi- 
ence in support of its position that such methods of determination 
ave not at this time been proved to be a satisfactory basis for esti- 
nating the “availability” of gas reserves. Although the staff stated 
he belief that the “potential method” is the most reliable for estimat- 
ng the period of time that reserves will meet requirements therefrom, 
t took the position that the results contained by the application of 
his method in this instance are inclusive because of the lack of suffi- 
‘ient reliable data. Despite these opinions respecting the “avail- 
bility” studies presented on behalf of Louisiana Natural and Texas 
Northern, the staff did express the belief “that there is reasonable 
vasis for concluding that the probable life of such reserves (as are 
ontrolled by these two applicants) is sufficient to satisfy the criteria 


“ Earlier in the proceedings, the witness who presented this “Study of Availability by 
Potential Method” stated that it was not feasible to make such a study for these south 
Louisiana fields because of the lack of “potential data,’ and because “multi-point tests of 
wells on acreage dedicated to Texas Gas” were not available. Nevertheless, this witness 
did subsequently make such a study on the basis of singlepoint tests on a comparatively 
small number of wells, 
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heretofore announced by the Commission for determining the ade- 
quacy of gas reserves.” 

The witnesses of Texas Gas who presented the “availability” studies 
based upon the “Davis Curve” and the “MacRoberts’ Formula” have 
applied methods as developed by these individuals. Messrs. Davis 
and MacRoberts, in the presentation of evidence on behalf of United, 
have each explained the derivation and background of these methods 
of estimating “availability.” Elsewhere herein in our discussion of 
the applications of United, we state that, on the basis of the record 
before us, we are unable to conclude that either the “Davis Curve” 
or the “MacRoberts’ Formula” have been shown to be an acceptable 
method for accurately determining the “availability” of United’s gas 
reserves. Nor do we believe it has been shown that either of these 
methods is acceptable for accurately determining the “availability” 
of gas reserves from these south Louisiana fields. 

Of the three “availability” studies presented by Texas Gas, we be- 
lieve that the “potential method” produces the most accurate results 
if there are available sufficient and reliable data upon which to project 
such a study. The record here, however, does not support a con- 
clusion that Texas Gas’ estimate by the potential method was based 
upon sufficient and reliable data or that the results indicated by such 
estimate are reasonably acceptable. 

We find, upon application of standards heretofore stated in other 
opinions,** that these applicants have made a satisfactory showing of 
sufficient gas supplies to warrant the issuance of certificates. We 
further find that the facilities of Louisiana Natural and Texas North- 
ern are capable of rendering the service proposed. We conclude, 
therefore, that certificates should be issued as requested. 


Dockers Nos. G—1869, G—1879—Unirep Gas Prez Line Corp. 


United, by its application at docket No. G—-1869, seeks a certificate 
authorizing the operation of previously certificated facilities for and 
the sale of a maximum of 200,000 M. ¢c. f. of natural gas per day to 
Texas Gas under a form of contract attached to a so-called “precedent 
agreement” dated March 5, 1951. 

At docket No. G-1879, United has applied for a certificate 
authorizing : 

(1) The construction and operation of : 

(a) A new compressor station, to be known as the Napoleonville 
compressor station and to be located in Assumption Parish, La., with 
an aggregate installed horsepower of 5,280. 


42 Pp, 263-264, infra. 
43 See pp. 264-265, infra. 
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(b) A new compressor station, to be known as the Jackson com- 
‘essor station and to be located near Jackson, Miss., with an aggre- 
ite installed horsepower of 8,000. 

(c) Three additional 1,600 horsepower compressor units in the pre- 
ously authorized Montpelier (formerly Livingston) compressor 
ation to be located at a point approximately two miles south of 
lontpelier, La. 

(d) Two additional 1,600 horsepower compressor units in the pre- 
ously authorized McComb (formerly Verna) compressor station to 
» located in Walthall County, Miss., at the intersection of United's 
apoleonville-Kosciusko line and the line to Baxterville. 

(e) A meter station, together with appurtenances, near the end of 
ie Napoleonville-Kosciusko line in Attala County, Miss. 

(2) The sale of a maximum of 100,000 M. c. f. of natural gas per 
uy to the Southern Natural Gas Co. Delivery is to be made to 
outhern Natural at the site of the proposed meter station referred 
in subparagraph (e) above at the northern terminus of the Napo- 
onville-Kosciusko line near Kosciusko, Miss. 

Markets.—It is estimated by United that its sales in the year 1952 
ill total 890,261,793 M. ec. f., and the requirements of its customers 
ill increase to an annual total of 1,160,913,123 M. c. f. in the year 
156.44 These estimates of requirements were prepared in the same 
anner as those which were in evidence before us in the proceedings 
t docket No. G—-1447 as to which we said: * 

Estimates of future requirements of existing customers, other than pipeline 
mpanies, were prepared by United for this proceeding in the Same manner as 
prepares its estimates for budget purposes. United maintains a staff of sales 
iineers who are in constant contact with the various industrial and other cus 
mers of United, and each year estimates of sales for the succeeding year are 
repared. In the past such estimates have proved reliable. Future require- 
ents of present pipeline company customers were estimated to be the volumes 
hich United thinks it is obligated to deliver under existing contracts. 
However, this method of estimating future requirements of customers for a 
eriod of years in the future results in conservative estimates in that the future 
emands of customers classified as industrial have not been increased unless 
nited at the time of preparing the estimates had definite knowledge of plans 
w industrial plant expansion or for new plants. 


We are of the opinion, as we were in the earlier proceedings, that 
ie estimates of expected requirements on the system are reasonable. 
Capacity of facilities —Evidence introduced by United shows that 
$s system capacity—as augmented by the facilities heretofore author- 
ed and those proposed by the application herein at docket No. 
-1879—will be sufficient to meet the presently estimated peak-day 
“In the discussion of these applications of United at docket Nos. G—1869 and G—1879, 


l volumes are stated at a pressure base of 14.9 pounds per square inch absolute. 
“In the Matters of United Gas Pipe Line Co., et al., 10 F. P. C. 35, 43. 
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requirement for the next winter season of 1952-53 which is 4,180,643 
M. c. f. It was explained by the chief engineer of United that no 
effort was made to prepare an estimate of the capacity of United’s 
system beyond the 1952-53 peak day because it was not possible to 
project at this time the additional sources of gas supply which might 
be attached in the future. It was also said that the addition of new 
customers would affect any estimate of system capacity for a later 
period. 

We find (a) that United’s system capacity as augmented by the 
facilities heretofore authorized is reasonably adequate for the service 
proposed to be rendered to Texas Gas as well as the other customers of 
United; and (b) that the addition of the proposed compressor facili- 
ties will provide additional capacity in United’s Napoleonville- 
Kosciusko line sufficient to enable the proposed sale to Southern Nat- 
ral and the other deliveries contemplated to be made therefrom, 

Construction costs.—It is estimated by United that the total overall 
capital cost of constructing the facilities proposed by the application 
at docket No. G-1879 will be $5.764.396. The estimate of cost of con- 
struction is based upon the costs now being incurred in the construe- 
tion of the facilities authorized by our order at docket No. G—1447. 
The costs of materials are generally based upon prices and quotations 
received within a few months immediately preceding the preparation 
of such estimates. Labor costs are based upon current experience of 
the company. For the purposes of this proceeding, we believe that 
these estimates are reasonable. 

Cost of service and rates.—United introduced in evidence a cost of 
service study with an assumed rate of return of six percent on average 
net investment, including working capital, which purports to show 
that for the year 1953 costs attributable to the additional sales to Texas 
Gas and the new sale to Southern Natural will be 24.10 cents per 
M. c. f. United appears to have arrived at this result by the simple 
expedient of assigning the claimed deficits between the revenues from 
“Present customers and miscellaneous new business” and the estimated 
cost of rendering all service against “New pipeline business.” In- 
cluded in “New pipeline business” are the proposed additional sales 
to Texas Gas and the new sales to Southern Natural. We do not 
accept either the method so employed or the results obtained thereby. 
It is unnecessary that we enlarge upon our reasons for non-acceptance, 
since United does not propose in this proceeding to demand a rate 
of 24.10 cents per M. c. f. for this service. 

For the additional gas United proposes to provide Texas Gas and 
the new sale to Southern Natural, United proposes a rate consisting 
of a demand charge of $1.30 per M. c. f. and a commodity charge of 
121% cents. These demand and commodity charges are the same as 
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those which, on the basis of the record therein, we found United 
should be permitted to demand and receive for the sales to Texas 
Kastern Transmission Corp. and Mississippi River Fuel Corp. 
authorized at docket No. G—1447.‘° Here also, on the basis of this 
present record, we find that the charges resulting from such rate 
would be applicable for the additional sales to Texas Gas and the 
new sale to Southern Natural. 

However, United has proposed in this proceeding that the rate 
schedules under which they would charge for the proposed services 
would be in the form of gas sales contract attached to precedent 
agreements with Texas Gas and Southern Natural dated March 5, 
1951 and May 7, 1951, respectively. These forms of contracts are 
not acceptable as rate schedules under part 154 of our rules, and it 
will be necessary that the schedules for such sales be set up in accord- 
ance with part 154 of our rules. In addition, the proposed contracts 
contain certain provisions which should be modified or eliminated in 
such rate schedules. These provisions include: 

(1) The method of computing the annual minimum bill as set forth 
in sub-paragraph (A) (5) of section VII of the form of contract for 
Texas Gas; (2) the provisions of sub-section (B) of section VII of 
the proposed contract with Texas Gas, which appears to set forth 
provisions for an automatic price adjustment after each five-year 
period; (3) section VIII of the proposed contract with Texas Gas 
which sets forth a heat content adjustment provision not included 
in the proposed contract with Southern Natural and which would 
apply to only part of the gas delivered; (4) the provisions of section 
IX of the proposed contract with Texas Gas which obligates the pur- 
chaser to reimburse United for certain taxes, which reimbursement 
“shall, in no wise, be considered a part of, or increase in, the monthly 
rate” specifically set forth in the contract; and (5) provisions of the 
proposed form of contract with Southern Natural to the extent that 
they are similar to those referred to above. 

Also, the proposed contract with Texas Gas would establish two 
different rates for the same service, at the same point of delivery and 
to the same customer, with provision for automatically shifting a 
portion of deliveries annually from the lower to the higher rate. The 
establishment of two rates for the same service to the same customer 
at the same point of delivery is poor rate practice, and the automatic 
increase in charges which would be effected by the shifting of deliv- 
eries to the higher rate is contrary to our rules. Such an increase 
can only be accomplished by an appropriate rate filing. 

While we have stated above that the charges resulting from the 
application of the $1.80 demand charge and the 1214 cent commodity 


See 10 F. P. C. 35, 46; also, finding (13) at 10 F. P. C. 69, and paragraph (A) (i) 
at 10 F. P. C, 70. ? 
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charge would be applicable to the additional sales herein authorized 
to Texas Gas, we believe that the rate schedule under which these 
charges will be developed should contain only one rate with a single 
demand and commodity charge for the service to be rendered to 
Texas Gas, including both the sales now being made under the so- 
valled “Outside supply agreement,” dated April 16, 1945, and the 
additional sales authorized herein. Such rate should be designed to 
develop the same revenue as would be developed by the two rates of 
the proposed contract with Texas Gas on the basis of deliveries for 
the first year (1953) after commencement of the additional deliveries 
herein authorized. For 1953, total estimated revenues under United’s 
proposed contract would be $8,522,895, made up of $6,220,335 com- 
modity revenue and $2,302,560 demand revenue. With the 200,000 
M. c. f. per day maximum quantity demand herein authorized as 
the billing demand and with estimated sales for 1953 of 53,591,000 
M. c. f., we find the appropriate demand charge to be 96 cents per 
M. c. f. per month and the commodity charge to be 11.6 cents per 
M. c. f. Such a rate will produce revenues of $8,520,556, or within 
49 of 1 percent of the revenues estimated by the company. 

As in the case of the sales we authorized United to make at docket 
No. G-—1447, we also believe that the minimum take-or-pay-for pro- 
vision for the new services herein authorized should not exceed 72 
percent of the maximum obligation and should not contain heat- 
content price adjustments. 

Our certificate herein will be conditioned to require the filing, for 
the services herein authorized, of rate schedules consistent with the 
foregoing discussion and part 154 of our rules. In this connection, 
however, we believe that we must take cognizance of our pending 
investigation of United’s rates. In the event that our general investi- 
gation has been completed prior to the commencement of deliveries 
hereunder, the rates for the services herein authorized shall be the 
same as those established by such investigation for similar services 
in the same area. 

Gas supply.—United estimates that as of November 1, 1951, it had 
total recoverable gas reserves amounting to 22,109,866,000 M. c. f, 
exclusive of its former Wichita Falls district. This estimate is bot- 
tomed upon estimates presented by United in the proceedings at 
docket No. G-1447, which are made a part of this present record by 
reference. To the estimates so previously made, there have been 
added the net increases of reserves acquired subsequent to the prepara- 
tion of the docket No. G-1447 estimates to arrive at the above total 
as of November 1, 1951. 

In the proceedings at docket No. G-1447, the coal, railway, and 
labor interests, as interveners, and the staff presented independent 
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stimates of the gas supply of United as controlled by this applicant 
s of July 1, 1950. This evidence is also incorporated by reference 
s a part of this present record. These comparative estimates are 
ummarized at 10 F. P. C. 35, 46-7. 

In this present proceeding, neither the coal, railway, and labor 
nterests nor the staff seriously dispute United’s estimates of net 
dditions to its gas reserves between July 1, 1950, and November 1, 
951, so far as such estimates pertain to the volumes initially in place 
nd ultimately recoverable. However, these interveners and the staff 
lo contend that as of November 1, 1951, there still remained the 
jifferences of opinion as to the total gas reserves of United that were 
eflected in the estimates made by them in the proceedings at docket 
vo. G-1447. 

United introduced in evidence in this present proceeding an “avail- 
bility” study based upon the so-called “Davis’ Curve” which indi- 
ates that the estimated requirements of United can be supplied from 
ts gas reserves, as estimated by United, for a period of 16 years (1952 
hrough 1967), and that about 93 percent of the requirements can be 
rovided in the 17th year. 

United also presented an “availability” study based upon the so- 
alled “MacRoberts’ Formula” which has been referred to herein- 
efore. This study also indicates that the full requirements of United 
an be supplied by present gas reserves, as estimated by United, for 
6 years, and that a substantial part of such requirements could be met 
n the 17th year. 

The staff has taken the position in these proceedings that neither 
he “Davis’ Curve” method nor the “MacRoberts’ Formula” have been 
hown to be accurate means for determining the period of years that 
riven natural gas reserves will adequately meet requirements there- 
rom. And the staff has introduced evidence in support of its opinions. 

The coal, railway, and labor interests also introduced evidence pur- 
orting to apply the “Davis’ Curve” method on the basis of the re- 
erve estimates reflected in the evidence introduced by these parties 
ind the staff in the proceedings at docket No. G-1447 with the addi- 
ion of net reserves added between July 1, 1950, and November 1, 1951. 
This evidence indicates that, instead of 1967 being the first year of 
leficiency, as estimated by United, such deficiency could occur in 
964 or 1965 depending upon the reserve estimates utilized in the study. 

On the basis of the record before us, we are unable to conclude that 
‘ither the “Davis’ Curve” or the “MacRoberts’ Formula” have been 
hown to be an acceptable method for accurately determining the 
‘availability” of United’s gas reserves. By this statement we do not, 
1owever, foreclose the possibility that further and additional proof 
night not hereafter be brought forward to demonstrate satisfactorily 
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the acceptability of these methods. Our failure to accept either the 
Davis or MacRoberts methods of determining “availability” is not, 
however, a barrier to an affirmative finding as to the adequacy of 
United’s gas supply. 

In the proceedings at docket Nos. G-859, /n the Matters of Tewras 
Gas Transmission Corp., et al., 8 F. P. C. 190, 198, the National Coal 
Association, an intervener, contended, as do the coal, railway, and labor 
interests in this instant proceeding, “that unless we find from the 
record before us that each of the applicants herein has firm contracts 
for a supply of gas equal to the total estimated requirements of each 
applicant for a period of 20 years, and that unless we find that such 
supply of gas will be deliverable in sufficient quantities at all times 
during the entire 20-year period to meet the requirements of customers 
to be served during that time, the applications for certificates must 
be denied.” 

In rejecting such contentions, we stated : “7 


* * * we think that it would be both unreasonable and unrealistic to measure 
the adequacy of the gas supplies of Texas Gas and Texas Eastern by the rigid 
application of this test as contended for by these interveners. 


We further stated in our opinion in that proceeding that: “ 


We think that whether an applicant for a certificate has a sufficient supply 
of natural gas is for us to determine in the reasonable exercise of our informed 
judgment upon all the facts of record before us in each particular instance. The 
question is not one which can be answered simply through the rigid application 
of mathematical formulae. Consideration must be given to all of the terms and 
conditions of the gas supply contracts, to geological evidence concerning the 
nature and volume of gas in place, adaptability of contracted gas reserves to the 
proposed pipeline operation, and to all like matters relating to the availability 
to the applicant of required volumes of gas. In addition, we also must consider 
the matters of record concerning the past and present experience of an applicant 
in the procurement of a natural gas supply, and the applicant’s ability to con- 
duct pipe-line operations with a reasonable degree of reliability. We should 
look also at the natural gas reserve situation generally in the area from which 
the applicant proposes to secure its gas supply, together with the demands on 
that area, and, likewise, to the availability from all sources of natural gas in 
the area where the applicant proposes to market its gas. 

From the very nature of the foregoing considerations upon which the ade- 
quacy of gas supply must be determined, it is evident that we must deal in rea- 
sonable probabilities as they appear from the record. Our only alternative is 
to adopt the inflexible standard proposed by the National Coal Association, which 
we think would be contrary to the orderly and beneficial development of our 
natural gas resources and service to consumers. * * * 


In our opinion 9 F. P. C. 271 we have set forth other additional 
standards applied by us in determining the sufficiency of a gas supply 


“78 F. P. C. 190, 198. 
#8 F. P. C, 190, 199. 





available 
the Mati 
While v 
available 
there mus 
with reas 
tion of the 
from the s 
Apply 
we find 
reasonab 
and the « 
system, ¢ 
supply t 
struction 
herein. 
Finan 
a system 
sidiaries. 
borrow r 
parent ec 
is a subsi 
company 
and Exe 
done aft 
S. E.C. 
In 195 
tion. It 
thereafte 
bank loa: 
bidding $ 
effective 
Corp. sol 
petitive | 
raised al 
tional cor 
At the 
Gas Cor] 
quired to 
United’s 
No. G-18 


ings, it b 
“In the 
esp. P.¢ 


TEXAS GAS TRANSMISSION CORP., ET AL. 265 


vailable to an applicant for a certificate” And in our opinion Jn 
he Matter of Michigan- Wisconsin Pipe Line Co., et al., we stated: °° 

While we are not required to determine with preciseness the volumes of gas 
vailable to an applicant for a certificate of public convenience and necessity, 
1ere must be sufficient evidence before us in the record to enable us to find 
‘ith reasonable certainty that the dedicated gas reserves will enable the rendi- 
on of the authorized service for a period of years sufficient to justify the project 
rom the standpoint of both consumer and investor. 

Applying the same standards as we described in our former opinions, 
re find that United has commitments for a supply of natural gas 
sasonably adequate to meet its contractual obligations to its customers 
nd the demands that it is reasonable to assume will be made upon its 
ystem, and that it has made a satisfactory showing of sufficient gas 
upply to warrant the issuance of certificates authorizing the con- 
truction and operation of facilities as described in its applications 
erein. 

Financing.—United is a subsidiary of United Gas Corp., which has 
| system mortgage covering the properties of the parent and its sub- 
idiaries. Under this mortgage United cannot go to the public and 
orrow money. It obtains its money from United Gas Corp., which 
arent company sells its securities to the public. United Gas Corp. 
s a subsidiary of the Electric Bond & Share Co., a registered holding 
ompany and, as such, is subject to the jurisdiction of the Securities 
ind Exchange Commission. All financing by United Gas Corp. is 
lone after competitive bidding, and is subject to the approval of the 
5. E.C. 

In 1951 United Gas Corp. financed $153,000,000 of new construc- 
ion. It borrowed $25,000,000 on 234 percent bank loans in 1951; 
hereafter in the same year it negotiated $10,000,000 of additional 
aank loans at 3 percent. United Gas Corp. also sold at competitive 
ridding $50,000,000 of first mortgage bonds in July 1951, at an average 
effective interest cost of 314 precent. In February 1951, United Gas 
Jorp. sold an additional $50,000,000 of first mortgage bonds at com- 
petitive bidding for an effective interest rate of 3.39 percent. It also 
raised about $18,000,000 in the year 1951 through the sale of addi- 
‘ional common stock. 

At the time of the hearings herein, budget estimates of United 
Gas Corp. indicated that about $15,000,000 additional would be re- 
quired to be financed in 1952. Most of such amount is required for 
United’s needs to finance the construction proposed herein at docket 
No. G-1879 and to complete other projects. At the time of the hear- 
ings, it had not been determined what form of securities would be 


“In the Matters of Tennessee Gas Transmission Co., et al., 9 F. P. C. 271, 277. 
8 F. P. C. 293, 299. 
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issued. Any such issuance, however, will be at competitive bidding 
subject to the approval of the Securities and Exchange Commission. 

On the record, we believe that United has shown that it will be able 
to secure such additional funds as may be required for the construction 
of the facilities herein proposed.” 


CONCLUSIONS 


In view of the foregoing, we conclude— 

(1) That a certificate of public convenience and necessity should 
be issued to United authorizing the operation of its facilities for and 
the sale of natural gas to Texas Gas, all as requested in the application 
filed at docket No. G—1869. 

(2) That a certificate of public convenience and necessity should 
be issued to United authorizing the construction and operation of 
facilities for and the sale of natural gas to Southern Natural, all as 
described in the application at docket No. G-1879 upon condition 
attached to the issuance thereof that a certificate of public convenience 
and necessity shall first have been issued to Southern Natural pursuant 
to its application therefor at docket No. G-1676.” 


Docker No. G—1772—Ounto River Prrenine Corr. 


Ohio River, by its application at docket No. G-1772, seeks authori- 
zation for the construction and operation of 1034-inch pipeline, ap- 
proximately 13.1 miles in length, extending from a point of connec- 
tion with the 26-inch main pipeline of Texas Gas north and east of 
the City of Louisville, across the Ohio River to a point near Utica, 
Ind., where it will connect with the New Albany-Jeffersonville sys- 
tem of Indiana Gas. 

Ohio River is a wholly-owned subsidiary of Indiana Gas, and was 
formed for the specific purpose of owning and operating the proposed 
transmission facilities. Ohio River has entered into a 20-year con- 
tract with Texas Gas for the purchase of up to 14,153 M. c. f. per day. 
And Ohio River has also entered into a 20-year contract with its 

S Compare 10 F. P. C. 35, 44-5, and In the Matter of Michigan-Wisconsin Pipe Line 
Co.,6 F. P. C. 1, 23-24. 

63 By its application at docket No, G—1676, Southern Natural requests the issuance of 
a certificate authorizing the construction and operation of certain natural-gas transmission 
facilities, which, among other things, are intended to enable the transmission to its markets 
of the volumes of gas which United at docket No. G—1879 proposes to sell and deliver to 
Southern Natural. Hearings upon the application at docket No, G—1676 were completed 
on August 13, 1951. However, because of the dependency of such application upon the 
availability of a gas supply which is involved in the application at docket No. G—1879, 
Southern Natural has sought and obtained extensions of time for the filing of proposed 
findings and conclusions in the proceeding at docket No. G-1676, According to the time 


now fixed therefor, such proposed findings and conclusions are to be filed within 15 days 
after the issuance of our order in these proceedings at docket No. G-1879. 
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arent, Indiana Gas, for the sale and delivery of up to 14,153 M. c. f. 
er day. Such volumes of gas are to be resold by Indiana Gas in New 

Ibany, Jeffersonville, and Clarksville, Ind. It is estimated that such 
aximum delivery will be sufficient to meet the firm requirements of 
msumers in these areas on the peak-day of the 1954-55 heating 
“ason.®? 

At the present time Indiana Gas is purchasing gas from Louisville 
‘as for distribution in the New Albany-Jeffersonville area. The 
ucilities through which service is provided by Louisville Gas have a 
1aximum capacity of about 5,000 M. c. f. per day, which, as indicated, 
; substantially less than the requirements of consumers in this area. 
‘or reasons set forth hereinafter in the discussion of the application 
f Louisville Gas at docket No. G—1849, it is not considered feasible 
o expand the capacity of Louisville Gas’ facilities for serving Indiana 
1as. This is the basic reason for the proposed project of Ohio River. 

It is contemplated by Ohio River that service to Indiana Gas will 
e rendered under a proposed form of tariff providing that the 
harges therefor will be determined according to a cost-of-service 
ormula covering the cost of gas purchased from Texas Gas, plus the 
ost of transportation including operating expenses, depreciation and 
axes other than federal income taxes, and a six percent return on the 
iet investment rate base. 

Ohio River estimates that the cost of constructing the proposed 
‘acilities will be $610,345. This appears to be an adequate and reason- 
ible estimate. Ohio River proposes to finance such cost by the sale 
»f 1,900 shares of common stock to Indiana Gas, which will provide 
3190,000, and by the sale of $425,000 aggregate principal amount of 
irst mortgage bonds. The bonds will mature in 20 years, and will 
‘arry an interest rate of four percent. Commitments have been ob- 
ained for the purchase of such stock by Indiana Gas, and for the 
purchase of the bonds by an insurance company. 

In our previous consideration of the application of Texas Gas, we 
have examined the evidence concerning the estimated requirements 
of the markets to be served with gas to be provided by Ohio River and 
ave found them reasonable. (See p. 245, supra.) 

We conclude that a certificate should be issued to Ohio River for 
the construction and operation of the proposed facilities and for the 
sale of natural gas to Indiana Gas for resale. 


These estimates of requirements were originally prepared for and introduced in evi- 
Jence in the proceedings at docket No. G—1578, supra, at which time it was expected that 
this volume would be required to meet demands on the peak day of the 1953-54 season. 
It was then contemplated that the proposed facilities of Texas Gas and Ohio River would 
be constructed in 1952, and that sales restrictions in these Indiana communities would 
be relaxed. However, the necessary delay in the construction of such facilities, and the 
continuance of restrictions on consumer sales has served to move these estimates back 
one year. 
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Docket No. G—1849—Lovulsvit.Le Gas & Execrric Co. 


The application of Louisville Gas at docket No. G—1849 is, in effect, 
«% companion application to that of Ohio River Pipeline Corp. By 
its application, Louisville Gas seeks the permission and approval of 
the Commission, pursuant to the provisions of subsection (b) of sec- 
tion 7 of the Natural Gas Act, for the abandonment of the facilities 
used for and the sale of natural gas to Indiana Gas for resale to con- 
sumers in New Albany, Jeffersonville, Clarksville, and Clays- 
burg, Ind. 

The evidence introduced by Louisville Gas in support of its ap- 
plication is identical with that introduced in support of its earlier 
similar application at docket No. G—-1672, having been incorporated as 
a part of the present record. The earlier application at docket No. 
G-1672 was denied because of the failure of Texas Gas to secure ap- 
proval of its previous application at docket No. G-1578.* Since the 
evidence is the same, the comments thereon as contained in our opin- 
ion 10 F, P. C. 391, 412-8, are equally applicable now: 

Louisville Gas has provided such service to Indiana Gas fur a number of years 
pursuant to a contract which expired in 1949. At present, Louisville Gas is con- 
tinuing such service under its rate schedule W-1. It proposes to continue to do 
so until July, 1952, when, it was anticipated, Texas Gas would commence service 
to the Ohio River Pipeline Corp. for ultimate resale to Indiana Gas in leu of 
the present service to Louisville Gas. * * * 

The facilities used by Louisville Gas to furnish natural Gas to Indiana Gas 
consist of approximately 1.46 miles of 6-inch pipeline. Approximately 4,212 
feet of this pipeline are located on the George Rogers Clark Memorial Bridge 
across the Ohio River, and approximately 3,491 feet thereof are under the 
streets of Louisville near and southeast of the south end of the bridge. When 
operated at 60 pounds pressure, which is believed to be the safe maximum, the 
line has a capacity of only 5,000 M. c. f. per day. It is not deemed practical to 
increase the operating pressures on account of inherent hazards in the operation 
of a line so located. 

Since Indiana Gas estimates that the (firm) peak-day requirements of the 
Jeffersonville area will be 7,619, 10,794, and 14,153 M. c. f., respectively, on peak 
days during the next three succeeding winter seasons (1952-53 through 1954-55), 
it is clear that the present gas supply will be sufficient to meet such expected 
demands. * * * 

In view of these facts, and considering that we have concluded 
that a certificate should be issued to Ohio River for the construction 
and operation of facilities to provide a substitute and augmented 
service to Indiana Gas, we find that continuance of this service by 
Louisville Gas will be unwarranted upon the commencement of opera- 
tion of the proposed facilities of Ohio River. Accordingly, permission 
and approval should be granted to Louisville Gas for the abandon- 
ment of these facilities and the service rendered thereby to Indiana 


% See 10 F. P. C. 391, 413. 
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jas: Provided, however, that such abandonment shall not be effected 
nless and until Ohio River commences the operations contemplated 
y its application at docket No. G-1772. 

In reaching the findings, conclusions, and decisions herein, the 
‘ommission has considered the evidence of record, the briefs filed, 
ncluding the proposed findings and conclusions submitted by parties 
o the proceeding, and the oral arguments in support thereof. On the 
asis of the record herein, the proposed findings and conclusions sub- 
nitted for the Commission’s consideration are hereby rejected except 
o far as the same have been adopted in this opinion and order. 
Tpon consideration of the foregoing and the entire record, the Com- 
nission further finds: 

(1) Texas Gas Transmission Corp., applicant at docket No. G-1847, 
sa “natural-gas company” within the meaning of the Natural Gas 
\ct, subject to the jurisdiction of the Commission, as heretofore found 
n the proceeding at docket No. G-859, 8 F. P. C. 190. 

(2) Ohio River Pipeline Corp., applicant at docket No. G—1772, 
ipon commencement of operation of the facilities authorized herein, 
vill be engaged in the transportation and sale of natural gas in inter- 
tate commerce, subject to the jurisdiction of the Commission, and, 
herefore, will be a “natural-gas company” within the meaning of 
he act. 

(3) Louisville Gas & Electric Co., applicant at docket No. G-1849, 
sa “natural-gas company” within the meaning of the act, subject to 
he jurisdiction of the Commission, as heretofore found in the pro- 
eeding at docket No. G-351,4 F. P.C. 451. 

(4) Louisiana Natural Gas Corp., applicant at docket No. G—1852, 
ipon commencement of operation of the facilities herein authorized, 
vill be engaged in the transportation and sale of natural gas in inter- 
‘tate commerce, subject to the jurisdiction of the Commission, and, 
herefore, will be a “natural-gas company” within the meaning of the 
ict. 

(5) Texas Northern Gas Corp., applicant at docket No. G—1853, 
sa “natural-gas company” within the meaning of the act, subject to 
he jurisdiction of the Commission, as heretofore found by the Com- 
nission in the proceeding at docket No. G-1898, 11 F. P. C. 1940. 

(6) United Gas Pipe Line Co., applicant at docket Nos, G-1869 
ind G-1879, is a “natural-gas company” within the meaning of the act, 
subject to the jurisdiction of the Commission, as heretofore found in 
the proceeding at docket No. G-232, 3 F. P. C. 863. 

(7) The facilities which Texas Gas and United propose to construct 
ire intended to be used as integral parts of their existing pipeline sys- 
ftems, as more fully described in the respective applications at docket 
Nos. G-1847 and G-1879, for the transportation and sale of natural 


304039—5 7——_20 
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gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof are subject to the 
requirements of subsections (c) and (e) of section 7 of the act. 

(8) The facilities which Ohio River proposes to construct, as more 
fully described in the application at docket No. G-1772, will be used 
for the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and 
operation thereof by Ohio River are subject to the requirements of 
subsections (c) and (e) of section 7 of the act. 

(9) The facilities which Louisville Gas proposes to abandon, as 
lescribed in the application at docket No. G-1849, are used for the 
transportation and sale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, and the abandonment of such 
facilities and the service rendered by means thereof is subject to the 
requirements of subsection (b) of section 7 of the act. 

(10) The facilities which Louisiana Natural and Texas Northern 
seek authorization to continue to operate, as more fully described in 
their respective applications at docket. Nos. G—-1852 and G—1853, are 
facilities used or intended to be used for the transportation and sale 
of natural gas in interstate commerce, subject. to the jurisdiction of 
the Commission, and the operation thereof by Louisiana Natural and 
Texas Northern are subject to the requirements of subsection (c) and 
(e) of section 7 of the act. 

(11) The additional operations which United proposes to perform 


and the sale of natural gas proposed to be made to Texas Gas, as more 
fully described in the application at docket No. G—1869, are subject 


to the jurisdiction of the Commission and the requirements of sub- 
sections (c) and (e) of section 7 of the act. 

(12) The construction and operation of facilities as proposed by the 
several applications at docket Nos. G-1847, G-1772 and G-1879 and 
the related services herein authorized are required by the public con- 
venience and necessity and certificates therefor should be issued as 
hereinafter ordered, upon the terms and conditions contained in the 
order, which terms and conditions are reasonable and required by the 
public convenience and necessity. 

(13) The continued operation of facilities by Louisiana Natural 
and Texas Northern and the sale and delivery of natural gas by them 
to Texas Gas, as more fully described in the respective applications 
at docket Nos. G-1852 and G-1853, are required by the public con- 
venience and necessity and certificates therefor should be issued as 
hereinafter ordered, upon the terms and conditions contained in the 
order, which terms and conditions are reasonable and required by the 
public convenience and necessity. 
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aé 


(14) The proposed sale and delivery of natural gas to Texas Gas 
y United, as more fully described in the application at docket No. 
i-1869, are required by the public convenience and necessity and a 
ertificate therefor should be issued as hereinafter ordered, upon the 
erms and conditions contained in the order, which terms and condi- 
ions are reasonable and required by the public convenience and 
ecessity. 

(15) The public convenience and necessity permit the abandonment 
‘f facilities and service proposed by Louisville Gas, as more fully 
lescribed in its application at docket No. G-1772, and permission for 
ind approval of such abandonment should be given as hereinafter 
dered, upon the terms and conditions contained in the order, which 
erms and conditions are reasonable and required by the public con- 
‘enience and necessity. 

(16) The above-named applicants for certificates are each able and 
villing properly to do the acts and to perform the service proposed 
ind to conform to the provisions of the act and the requirements, rules, 
ind regulations of the Commission thereunder. 

(17) The issuance of certificates, and the granting of permission 
ind approval for the abandonment of facilities and service, as herein- 
ifter ordered and conditioned, are appropriate and necessary for 
‘arrying out the provisions of the Natural Gas Act. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the 
ame is hereby issued authorizing Texas Gas Transmission Corp. to 
‘onstruct and operate the facilities hereinbefore referred to, which are 
nore fully described in the application at docket No. G-1847, for the 
ransportation and sale of natural gas as hereinafter set forth, subject 
o the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) As a condition attached to the exercise of the rights granted 
nnder the certificate issued herein, Texas Gas shall: 

(1) Make available on a firm basis to the companies and munici- 
palities named below the following maximum daily volumes of natural 


yas: 

M. c. f. 
Memphis Light, Gas & Water Division . 282, 162 
Mississippi Valley Gas Co 46, 382 
West Tennessee Gas Co . ; : 25, 900 
Louisiana Power & Light Co ; 120 
Jones Gas Co > ‘ ‘ 10 
MidSouth Gas Co . 8, 606 
Town of South Fulton, Tenn a 320 
Town of Martin, Tenn é inte 775 
Kentucky Utilities Co ae ian 8, 000 
City of Dyersburg, Tenn eral ; acueiesnake, *ae 


’ 
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M. c. f. 

Mayfield Gas Co________- nicl igi eskk gabebpaleaia Se a 
I ON iis is cies satan asic een aia Seas acne tae Sree DOD 
Tennessee Gas Co____- Cachan acini ulaltaal taba eS lal atin lecae cal sn el enns 
ee ee ee 
aI 2 og ee eae ae ah siaaecsatslaaasl 8, 500 
OU Ri as ti pncepinlcaicn libata ainda cbcn tment inenccnaa a apaaeaeticede 10, 515 
TPIT ac ck dal te al lp igs inca ec le 9, 560 
ge a | ra fF 
RENEE REI ENN RNS os a on ee al ees 3, 360 
I I 5 ge eee 4,913 
Boonville Natural Gas Corp__._.._-_-----~- ssh acide aahcaonaa has. 
Seeneiees EOP ae: CAO Or SOCNNNO 0 on ee cece ee 39, 830 
I OCI MR i, dah ac slain abana SUAS cd 2, 050 
INITIO TN aa ie eS i a a cach clint el GRO 6, 230 
a eee Bie ee etek ee Ti 145 
TU NET INI Di le tice ca cine Ral eet iL tins ad capes a eae 150 
Livermore Gas Service____-~-~-- sibs a a aaa tee te ere k el Astrea 420 
re a a acc ht Rice sina iced 185 
bo gs senha eaten ial alan ee tae 900 
OUI IE UI Ui chat races asda cen acu assed sli gp es aoa Sacaaneaeninics i 685 
Texas Eastern Transmission Corp__-_--- Sipccatntenee sn bic asi binant heck,” 
Louisville Gas & Electric Co.—Louisville__________.___-_---_-_____--_-- 60, 000 
sa I i at cic ings 690 

Ohio Fuel Gas Co.............- eect a tsa tila acacia lee clea taste alae 70, 359 
rn co fh a ip ab pases apa eeeasaae 2, 924 
PET SRE Gy SECRETE SIO in, in tcnusaeseenenewenes 115 
a ee a 
City of Carrollton, Ky_------ pe eS lip a as ibs ss rea eaaataa 1, 134 


a 


Provided, however, That Texas Gas shall not be required to make 
available to Ohio Fuel on a firm basis the above-mentioned maximum 
volume of 70,359 M. c. f. per day, if, in the judgment of the manage- 
ment of Texas Gas. the delivery of such maximum amount together 
with the other deliveries authorized or required herein to be made will 
not leave a sufficient balance of pipeline capacity to provide such 
cushion of gas as may be deemed necessary to meet emergencies and 
unforeseen contingencies; Provided further, That, of the total of 
2,924 M. c. f. per day to be made available to the Lawrenceburg Gas 
Co., not more than 716 M. c. f. per day shall be resold by that customer 
to Indiana Gas & Water Co., Inc., for resale to consumers in Aurora, 
Ind. 

(2) Make available on a firm basis to MidSouth Gas Co. a maximum 
daily volume of 13,707 M. c. f. of natural gas in addition to the volume 
specified in subparagraph (B) (1) above, in the event the Commission 
should hereafter so order following decision upon the applications of 
MidSouth at docket Nos. G—1445 and G-1680 for certificates of public 
convenience and necessity : Provided, That, in such event, of this addi- 
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onal volume of 13,707 M. c. f., not more than 7,214 M. c. f. per day 
all be delivered by Texas Gas at the delivery point located near 
elena, Ark., for resale in the Arkansas communities of West Helena, 
arianna, Forrest City, Brinkley, Wynne, Palestine, Wheatley, and 
otton Plant, and not more than 6,493 M. c. f. per day shall be de- 
vered by Texas Gas at the proposed delivery point to be located 
utheast of West Memphis for resale in the Arkansas communities of 
ughes, West Memphis, Marion, Crawfordsville, Earl, Parkin, Tur- 
ll, Gilmore, Lepanto, Tyronza, Marked Tree, and Trumann. 

(3) Make available on a firm basis to the Town of Halls, Tenn., a 
aximum daily volume of 703 M. c. f. of natural gas: Provided, how- 
er, That this allocation and condition shall become null and void, 
nless hereafter otherwise ordered, in the event the Town of Halls is 
nable to accept delivery of gas within 30 days after the completion 
y Texas Gas of the facilities herein authorized and the commence- 
ent of operation thereof. 

(4) Make available on a firm basis to the Gibson County Utility 
istrict a maximum daily volume of 2,559 M. c. f. of natural gas; 
rovided, That the Utility District shall, within 60 days from the date 
f issuance of this order, provide proof satisfactory to the Commission 
f the economic feasibility of its project and of its ability to finance 
ie project : Provided further, That this allocation and condition shall 
ecome null and void, unless hereafter otherwise ordered, in the event 
ne Utility District is unable to accept delivery of gas within 30 days 
fter the completion by Texas Gas of the facilities herein authorized 
nd the commencement of operation thereof. 

(5) Make available on a firm basis to the Morganfield Natural 
yas Co. a maximum daily volume of 2,241 M. c. f. of natural gas, 
1 the event the Commission should hereafter so order following 
ecision upon the application of Morganfield at docket No. G—1935 
or a certificate of public convenience and necessity: Provided, how- 
ver, That, in such event, Morganfield shall make available to the 
‘ity of Sturgis, Ky., volumes up to a maximum of 506 M. c. f. per 
ay, and to the City of Providence, Ky., volumes up to a maximum 
f 622 M.c. f. per day. The remainder of the total volume of 2,241 
If. c. f. to be available to Morganfield for distribution by it to con- 
umers in the City of Morganfield, Diamond, Clay, Wheatcroft, and 
sullivan, all in Kentucky. 

(6) Within 30 days from the date of issuance of this opinion and 
rder, file with the Commission an appropriate application for a cer- 
ificate of public convenience and necessity authorizing the construc- 
ion and operation of loop lines paralleling existing lines extending 
‘rom the Oaktown storage field to Robinson, IIl., and to Lawrenceville, 
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IIL., for the transportation and sale to Gas Utilities Co. and Illinois Gas 
Co. respectively, of the maximum volumes of gas specified in subpara- 
graph (B) (1) hereof to be made available to these customers. 

(7) Within 60 days from the date of issuance of this opinion and 
order, file with the Commission a rate schedule in the form set forth 
in exhibit No. 185—A in this proceeding for the proposed sale on an 
interruptible basis of a maximum volume of 45,000 M. c. f. per day 
to Ohio Fuel Gas Co. This rate schedule shall contain a rate which 
shall not be in excess of the average charge at 100 percent load factor 
under Texas Gas’ rate schedule CD-4. This rate schedule shall also 
provide that the minimum bill thereunder shall consist of an amount 
equal to the product of the rate multiplied by the product of 4114 per- 
cent of the maximum delivery obligation and further multiplied by the 
number of days in the contract year. 

(8) Unless otherwise ordered by the Commission for good cause 
shown, commence construction of all facilities herein authorized at 
such time, and such construction shall be so completed, as will permit 
all such facilities being placed in operation on or before December 31, 
1952. 

(C) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Ohio River Pipeline Corp. to con- 
struct and operate the facilities hereinbefore referred to, which are 
more fully described in the application at docket No. G—1772, for the 
transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(D) Permission and approval be and the same are hereby granted 
to Louisville Gas & Electric Co. for the abandonment of the facilities 
hereinbefore referred to and the service rendered by the operation 
thereof, all as more fully described in the application at docket 
No. G-1849: Provided, however, That this abandonment of facilities 
and service shall not be effected until and unless Ohio River Pipeline 
Corp. completes the construction and commences the operation of 
the facilities as authorized in paragraph (C) above. 

(E) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Louisiana Natural Gas Corp. to 
continue to operate facilities, which are fully described in the applica- 
tion at docket No. G-1852, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(F) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Texas Northern Gas Corp. to con- 
tinue to operate facilities, which are fully described in the application 
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it docket No. G—1853, for the transportation and sale of natural gas 
is therein set forth, subject to the jurisdiction of the Commission, 
ipon the terms and conditions of this order. 

(G) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing United Gas Pipe Line Co. to operate 
its existing and previously authorized facilities for the additional 
purpose of transporting and selling natural gas to Texas Gas, subject 
to the jurisdiction of the Commission, as more fully described in 
the application at docket No. G—1869, upon the terms and conditions 
yf this order. 

(H) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing United Gas Pipe Line Co. to con- 
struct and operate the facilities hereinbefore referred to, which are 
more fully described in the application at docket No. G—1879, for the 
transportation and sale of natural gas to Southern Natural Gas Co. 
as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order; Provided, however, That this 
certificate shall not be effective until and unless a certificate of public 
convenience and necessity is hereafter issued to Southern Natural pur- 
suant to its application at docket No. G-1676: Provided further, That 
this certificate shall be null and void in the event the Commission 
should hereafter dismiss or deny the aforesaid application of Southern 
Natural at docket No. G—1676. 

(1) As a condition attached to the exercise of the rights granted 
under the certificate issued herein at docket No. G-1869, United shall, 
within 60 days from the date of issuance of this order and opinion, 
file with the Commission a rate schedule and service agreement cov- 
ering the sale to Texas Gas of the total volume of natural gas contem- 
plated by the so-called “Precedent agreement,” dated March 5, 1951, 
which includes both the quantity estimated to be available to Texas 
Gas under the so-called “Outside supply agreement,” dated April 16, 
1945, and the additional sales herein authorized. Said rate schedule 
and service agreement shall conform to the requirements of part 154 
of the regulations under the Natural Gas Act, and shall provide a 
single rate which shall consist of a demand charge of ninety-six 
(96) cents per M. c. f. per month and a commodity charge of eleven 
and six-tenths (11%) cents per M.c. f. And said rate schedule shall 
provide that the minimum take-or-pay-for provision shal] not exceed 
72 percent of the maximum obligation thereunder. And said sched- 
ule shall not contain any provision for the adjustment of price accord- 
ing to the B. t. u. content of the gas delivered: Provided, however, 
That, in the event an order fixing rates and charges for service by 
United is issued in the proceedings at docket No. G—-1142 prior to the 
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commencement of deliveries to Texas Gas pursuant to this certificate, 
the rate for this service shall be that which is thereby established 
for similar service in the same area. 

(J) As a condition attached to the exercise of the rights granted 
under the certificate issued herein at docket No. G-1879, United shall: 

(1) Within 30 days from the date of issuance of the order grant- 
ing a certificate of public convenience and necessity to Southern Nat- 
ural pursuant to its application at docket No. G-1676, if hereafter 
granted, file with the Commission a rate schedule and service agree- 
ment covering the proposed sale to Southern Natural. Said rate 
schedule and service agreement shall conform to the requirements of 
part 154 of the regulations under the Natural Gas Act, and shall pro- 
vide a rate which initially will not yield revenues in excess of seven- 
teen (17) cents per M. c. f. computed at a 95 percent load factor. 
Said rate shall consist of a demand charge of one dollar and thirty 
cents ($1.30) per M. ¢. f. per month and a commodity charge of twelve 
and one-half (1214) cents per M.c. f. And said rate schedule shall 
provide that the minimum take-or-pay-for provision shall not exceed 
72 percent of the maximum obligation thereunder. And said schedule 
shall not contain any provision for the adjustment of price accord- 
ing to the B. t. u. content of the gas delivered: Provided, however, 
That, in the event an order fixing rates and charges for service by 


United is issued in the proceedings at docket No. G-1142 prior to the 
commencement of deliveries to Texas Gas pursuant to this certificate, 
the rate for this service shall be that which is thereby established for 
similar service in the same area. 


(2) Unless otherwise ordered by the Commission for good cause 
shown, commence construction of all facilities herein authorized by 
said certificate at such time, and such construction shall be so com- 
pleted, as will permit all such facilities being placed in operation 
within four months from the date of issuance of the certificate to 
Southern Natural pursuant to its application at docket No. G—1676, 
if said certificate is hereafter granted. 

(KK) As a further condition to the exercise of the rights granted 
under each of the certificates issued herein pursuant to the applica- 
tions at docket Nos. G—1847, G—1772, and 9-1879, Texas Gas, Ohio 
River, and United shall, each of them: 

(1) Report to the Commission, in writing and under oath, the com- 
mencement date of the construction of the facilities herein authorized 
and thereafter shall submit monthly reports of construction prog- 
ress, and shall report the completion date of the construction of the 
facilities, together with the date of commencement of operations. 

(2) Not utilize the facilities herein authorized for the transporta- 
tion or sale of natural gas, subject to the jurisdiction of the Commis- 
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sion, to any new customers except upon specific authorization granted 
by the Commission, and such facilities shall not be used for the trans- 
portation or sale of natural gas, subject to the jurisdiction of the Com- 
mission, to any customers except as specifically authorized by the 
Commission. 

(L) The certificates issued herein are not transferable, and they, 
each of them, shall be effective only so long as the respective natural- 
gas companies continue the operations hereby authorized in accord- 
ance with the provisions and requirements of the Natural Gas Act, 
this order, and of any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission. 

(M) These proceedings are and they shall remain open for and 
we shall retain jurisdiction for the purpose of taking such further 
action as may be necessary to effectuate the purposes of the provisions 
of subparagraphs (B) (2), (B) (4), and (B) (5) hereinbefore. 
Adopted: July 24,1952. Issued: July 25, 1952. 





IN THE MATTER OF 
NORTHERN NATURAL GAS COMPANY 
Proceeding on Motion of Staff to Dismiss Proposed Rate Increases 
Docket No. G-1881 
(Adopted July 28, 1952; Issued July 30, 1952) * 
Syllabus 


. Commission rejects contention of Northern that opinion No. 228 is not a final 
order, on basis of court decision that a Commission order is presumptively 
valid when issued and continues to be so until set aside by Commission or 
by the courts. P. 281. 

2. Northern is found to have had a full and adequate hearing on issues involved 
in staff’s motion to dismiss. FP. 282. 

+. Commission finds that issues sought to be dismissed by motion of staff counsel 
and motions of interveners were decided in opinion and order issued June 
11, 1952. P. 282. 

. Docket No. G-—1881 dismissed as to seven issues and $7,601,853 of increase 
proposed by Northern disallowed by Commission as consequence of dis- 
missal. VP. 285. 

Lawrence I. Shaw, F. Vinson Roach, Dale Te Kolste, Richard J. 
Connor, and Mark H. Adams for Northern Natural Gas Co. 
Bernard A. Foster, Jr., Reuben Goldberg, Harry R. Van Cleve, Jr.. 


and Alvin A. Kurtz for Staff of the Federal Power Commission. 


By THE COMMISSION : 
OPINION 


This matter is before us at this time on a motion filed by Commission 
staff counsel on June 26, 1952, for an order dismissing the proposal of 
Northern Natural Gas Co. (Northern) in docket No. G-1881 to in- 
crease rates and charges, to the extent that the issues involved in said 
proposal have been disposed of adversely to the contentions of North- 
ern in our opinion 11 F. P. C. 123 and accompanying orders issued June 
11, 1952. Motions closely paralleling the motion filed by staff counsel 
were filed by interveners City of St. Paul, Minn.; City of Waseca, 
Minn.; Minnesota Valley Natural Gas Co.; and the Western States 
Utilities Co. 

* Designated Commission opinion No, 233. 


EDITOR’S NOTE: Affirmed 206 F. 2d 690 (C. C. A. 8, 1953), certiorari denied per curiam 
346 U. S. 922 (1954). 
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On December 26, 1951, Northern tendered for filing with the Com- 
mission its third revised sheets Nos. 5 (CD-1 schedule) , 12 (G—1 sched- 
ule), 13 (IND-1 schedule), and 14 (IND-2 schedule) to Northern’s 
F. P. C. gas tariff, first revised volume No. 2. 

Northern proposed that third revised sheets Nos. 5, 12, and 13 be- 
come effective on January 27, 1952, and third revised sheet No. 14, on 
February 27, 1952. 

By order issued January 25, 1952, in docket No. G—1881, 11 
F. P. C. 756, we suspended the proposed revised sheets and deferred the 
use of third revised sheets Nos. 5, 12, and 13 until June 27, 1952, and of 
third revised sheet No. 14 until July 27, 1952, and until such further 
time as said revised sheets should be made effective in the manner pre- 
scribed by section 4 of the Natural Gas Act. 

The revised sheets which were suspended by our order in docket 
No. G-1881 were intended to supersede second revised sheets Nos. 5, 12, 
13, and 14 which had been filed on October 27, 1950, and which, in turn, 
were intended to supersede first revised sheets Nos. 5, 12, 13, and 14 
which had been filed by Northern on March 27, 1950. On January 25, 
1952, when the third revised sheets were suspended in this proceed- 
ing, the first and second revised sheets, proposing two increases in 
rates totaling $9,300,000, had been suspended in docket Nos. G—1382 
and G-—1533, respectively; had thereafter become effective under bond 
on September 27, 1950, and April 27, 1951, respectively ; and had been 
the subject of hearings and initial decision of a presiding examiner. 
Subsequently, by our opinion 11 F. P. C. 123 and order issued June 11, 
1952, we decided the issues in docket Nos. G—-1382 and G—1533. 

Based in part upon contentions which formed the basis for part of 
the rate increases being sought by Northern at the time in docket Nos. 
G-1382 and G—1533, Northern proposed by its third revised sheets, 
filed in this docket No. G—1881, to nullify the changes in the form of 
its rates ordered into effect by our opinion 11 F. P. C. 123 and order 
and to increase rates and charges to its customers by approximately 
$10,600,000 over and above the rates proposed in its docket Nos. G—1382 
and G—1533. 

Following suspension of Northern’s proposals in docket No. G-1881, 
we issued an order on February 29, 1952, fixing March 17, 1952, as the 
date at which public hearing would commence. We ordered specifically 
therein that at that hearing: 

Northern shall go forward with the burden of proof imposed upon it and 
present its justification with respect to the issues raised by the above order of 


suspension issued January 25, 1952. 

Public hearings were held on March 17, 18, 20, 21, 24, and 25, 1952. 
Northern at that time presented evidence in justification of the pro- 
posed increase, and the hearings were thereafter recessed, pending 





ISO FEDERAL POWER COMMISSION 


further order of the Commission. On the day of the recess Northern 
announced on the record that it was not in a position to complete the 
presentation of its evidence in justification of the proposed increase 
with respect to the matter of rate of return and requested permission 
to present such testimony at a later date. Although this request is 
pending before us, it is not relevant to the disposition of the present 
motion. For rate of return is not one of the issues which staff counsel's 
motion asserts was disposed of by our opinion 11 F. P. C. 123 and ae- 
companying order and for purposes of the motion only Northern’s 
claimed rate of return of 614 percent is accepted by staff counsel. 

Subsequent to the recess of the hearings in docket No. G—1881 on 
March 25, 1952, by opinion 11 F. P. C. 125 and order issued June 11, 
1952, in docket Nos. G-1382 and G-1533, we disposed of certain issues 
common to Northern’s proposals in those dockets, and in this docket, 
adversely to Northern’s contentions, as follows : 

(a) Held that Northern may not maintain its separate schedules 
identified as G-1, IND-1, and IND-2 and required all sales to be made 
under prescribed rate schedule CD-1, Contract Demand Service, and 
Rate Schedule R-1, Interruptible Over-Run Service (11 F. P. C. 
125, 146) ; 

(b) Rejected Northern’s contention that each M. c. f. of gas it pro- 
duces in the Hugoton field in Kansas must be “attributed” a value of 
8 oonte-(11. FP... 196, 199):; 

(c) Rejected Northern’s contentions respecting cost classification 
and allocation of common costs into demand and commodity com- 
ponents (11 F. P. C. 123, 137); 

(d) Rejected Northern’s contentions respecting computation for 
test-year purposes of its liabilities for state property taxes and fed- 
eral income taxes (11 F. P. C. 123, 135) ; 

(e) Rejected Northern’s contentions for a billing demand ratchet 
of 100 percent of contract demand (11 F. P. C. 123, 143); 

(f) Held that the working capital allowance should be computed by 
deducting 75 percent of the amount provided by customers to meet 
Northern’s federal income tax liability in advance of the time when 
the liability must be met (11 F. P. C. 123, 131); and 

(g) Held that interest during construction on corporate funds 
should be computed at 6 percent and refused to allow the capitaliza- 
tion of interest during construction at rates which would result in a 
high profit during construction (11 F. P. C. 123, 131). 

Following this decision in docket Nos. G—-1382 and G-1533, Com- 
mission staff counsel filed the motion to dismiss here under considera- 
tion. Staff counsel contends that on the basis of Northern’s own show- 
ing at the hearings, Northern is claiming revenues in its docket No. 
G-1881 of $7,601,853 attributable to these seven issues, and moves us 
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for an order at this time dismissing Northern’s application in respect 
to these seven issues. On that same day, and subsequently on July 24, 
1952, motions were filed by Northern, pursuant to the provisions of 
section 4 (e) of the Natural Gas Act, to make third revised sheets Nos. 
5, 12, and 13 effective on June 27, 1952, and third revised sheet No. 14 
effective on July 27, 1952, which dates mark the termination of the 
maximum suspension period of five months for the changes sought to 
be effected by those rate sheets. Such third revised sheets would re- 
place prescribed second revised sheets Nos. 5, 12, 13, and 14. Pre- 
scribed sheets 12, 13, and 14 are cancellation sheets deleting from 
Northern’s tariff rate schedules G-1, IND-1 and IND-2. 

Following the filing of Commission staff counsel’s motion to dis- 
miss, the Commission, by order issued July 3, 1952, fixed July 14 as 
the date for the submission of briefs with respect to the motion, and 
July 17 as the date for oral argument on that motion. 

The motions of the cities of St. Paul and Waseca, Minn., the Min- 
nesota Valley Natural Gas Co., and the Western States Utilities Co., 
interveners in this proceeding, were set for argument together with 
Commission staff counsel’s motion, and were heard on the same day, 
July 18. At that time we also heard oral argument of counsel repre- 
senting Northern and of counsel representing interveners in support 
of the motion, Public Utilities Commission of New Ulm, Minn., Metro- 
politan Utilities District of Omaha, Northern States Power Co., Min- 
neapolis Gas Co., Perry Gas Co., and Central Electric & Gas Co. 

We note at the outset the statement made at the oral argument by 
counsel for Northern that the issues brought before us by this motion 
are substantially identical with the issues disposed of adversely to 
Northern’s contentions in our opinion 11 F. P. C. 123, the only differ 
ence being a technical one that different volumes of gas are here 
involved than were involved in Northern’s previous two filings. 
Northern contends, however, that we may not grant staff counsel’s mo- 
tion on the basis of our previous determination of the same issues in 
our opinion 11 F. P. C. 123, issued June 11, 1952, since, it alleges, to do 
so would deprive Northern of the hearing provided for in section 4 (e) 
of the Natural Gas Act, and, further, because, it contends, opinion 11 
F. P. C, 123 and accompanying order is not a final order of the Com- 
mission, but is subject to rehearing on application of Northern and to 
possible court review. 

We do not feel that either of the two grounds of opposition to staff 
counsel’s motion presents any obstacle to a favorable decision of that 
motion at this time. 

Considering the latter ground first, it is well settled by the courts 
that a Commission order is presumptively valid when issued, and that 
it continues to be so until altered or set aside by the Commission 
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or by the courts. The fact that the order may be subject to applica- 
tion for rehearing and court review does not derogate from that pre- 
sumption of validity. The Supreme Court has said that, “the Com- 
mission’s order does not become suspect by reason of the fact that 
it is challenged. It is the product of expert judgment, which carries 
a presumption of validity.” Federal Power Commission v. Hope 
Natural Gas Co., 320 U.S. 591, 602 (1944) ; Panhandle Eastern Pipe 
Line Co. v. Federal Power Commission, 179 F. 2d 896, 902 (C. A. 8, 
1949). In fact, to secure a court stay of a Commission order, because 
of this presumption of validity, a showing of irreparable injury is 
not enough to warrant the issuance of a stay. The petitioner for 
such a stay must show that there are such substantial questions in- 
volved as tend to create reasonable doubts about the order. It seems 
to us that we should accord to our own decisions at least the dignity 
which courts accord to them. 

Any question of the wisdom or legality of the order issued June 11, 
1952, can now be prosecuted only by the means provided in section 19 
of the Natural Gas Act. An attack on that order in a different pro- 
ceeding would be no more than a collateral attack and would merit 
only prompt dismissal. 

As to Northern’s first contention to which we now return, that grant- 
ing staff counsel’s motion would deprive Northern of a hearing to 
which it is entitled, we find that Northern has had a full and adequate 
hearing on the issues involved in this motion. 

As we have already pointed out, in our order of February 29, 1952, 
setting the application in docket No. G—-1881 for hearing on March 17, 
1952, we afforded Northern an opportunity to present its full case at 
that time. Northern did so, with the sole reservation as to rate-of- 
return testimony. This testimony, as we have indicated above (supra, 
p. 280), is in no way involved in this motion.’ 

We may note further that as to the issues sought to be dismissed 
by staff counsel’s motion Northern was fully heard in its two previous 
dockets, Nos. G-1382 and G-1533. Northern has introduced in docket 


‘On the day of the recess Northern announced on the record that it was not in a 
position to complete its presentation of its evidence in justification of the proposed 
increase with respect to the matter of rate of return and requested permission to submit 
such testimony at a later date. The presiding examiner ruled that the request should be 
by written motion directly to the Commission. Thereafter, Northern, on April 4, 1952, 
filed a motion, which is presently pending before the Commission, requesting that the Com- 
mission issue an order permitting Northern to present testimony and exhibits of its rate- 
of-return witness, Mr. Henry Herz, in support of Northern’s claim for a 6% percent rate 
of return. There was also included in the motion a request respecting the presentation of 
unidentified evidence on the Kansas attribution order. With respect to this latter request, 
our opinion and order 11 F. P. C. 123 is, of course, dispositive thereof even if the Com- 
mission deemed the request sufficiently definitive for consideration. As to the testimony 
on rate of return which has been served by counsel and all parties to the proceeding, dis- 
position of this phase of Northern’s motion is relevant only with respect to the further 
proceedings that may be had on the balance of the claimed increase in rates 
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No. G—-1881 no evidence or testimony purporting to show that the issues 
in G-1881 here under consideration have in any way changed since we 
decided the same issues in Northern’s docket Nos. G—1382 and G-1533 
in opinion 11 F. P. C. 123. Nor, indeed, does Northern allege even 
now that there is anything other than a technical difference between 
them. 

We find that the issues sought to be dismissed by the motion and 
brief of staff counsel and by the motions of interveners Cities of St. 
Paul and Waseca, Minn., Minnesota Valley Natural Gas Co., and the 
Western States Utilities Co. are among the issues we decided in our 
opinion 11 F. P. C. 123 and accompanying order issued June 11, 1952. 
The contrary is not seriously asserted by counsel for Northern. And 
we note that the vice president of Northern, Mr. A. B. Dilworth, testi- 
fied that in docket No. G-1881 there were presented “problems pre- 
viously presented in dockets G-1382, G-1533, and G-—1607.” He 
expressed the hope that “the ruling of the Commission on the problems 
presented in those dockets will provide an area for a quick settlement 
of the problems in this docket.” 

The hearing on docket Nos. G-1382 and G—1533 covered a period of 
two years. There were 48 days of hearings and eight night sessions; 
the record reached approximately 6,000 pages; there were 195 exhibits 
and 20 items incorporated by reference. All of the issues in those 
dockets were voluminously briefed, and the oral argument before us 
consumed a day and a half. Our opinion issued June 11, 1952, care- 
fully treats and decides all issues presented to us. The order accom- 
panying that opinion is the product of our considered judgment of 
these issues. 

Issues heard in such detail and decided after careful deliberation 
little over a month ago need not, it seems to us, be considered anew in 
docket No. G-1881. There is no allegation that conditions or circum- 
stances have changed in any way since we issued our opinion and order 
11 F. P. C. 123, and we know of no change. We find that reconsidera- 
tion at this time of issues decided in that opinion and order can add 
nothing to, nor can it alter, our decision on these issues, reached after 
hearing and careful deliberation in dockets just concluded and 
expressed in our opinion of June 11, 1952. 

That we may consider as settled a matter recently presented to us 
and just decided, absent material changes in circumstances, is clear 
from previous decisions of this Commission, Columbia Railway & 
Navigation Co.,1 ¥. P. C. 78 (1933) ; of the Interstate Commerce Com- 
mission, Anthony Salt Co. v. Arkansas V. I. Ry Co., 52 1. C. C. 208, 
209 (1929), Znternational Paper Uo. v. Boston & Maine R. R. Co., 28 
1. C. C. 466, 470 (1927), Z’raugott Schmidt & Sons, v. M.C.R. R. Co.. 
99 


3 1.C. C. 684, 685 (1912) ; of state regulatory commissions, Robinson- 
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Ransbottom Pottery Co. v. New York C. & St. L. R. Co., No. 6289 
(Ohio Public Service Commission, 1930), Re Foothill Ditch Co., No. 
41254 (California Public Utilities Commission, 1948); and of the 
courts, N.L.R. B.v. Worcester Woolen Mill Corp., 170 F. 2d 13, 16 
(C. A. 1, 1948), cert. denied, 336 U. S. 903 (1949), Pittsburgh Plate 
Glass Co.v.N.L.R.B.,313 U.S. 146, 161-162 (1940). 

That we should require such appropriate adjustment of Northern's 
rates at this time is clear. Although any sums collected by Northern 
and later found by us to be unjustified would eventually be returned 
to those entitled to restitution, such procedure here would be uncon- 
scionable. Any collection and subsequent return of revenues based on 
an increase to which Northern is not entitled would place an undue and 
unnecessary burden both on Northern and on those paying the in- 
creased rates. And the payment of such increased rates would be an 
injustice to Northern’s customers and possibly eventually to consumers 
dependent on such customers, where as here it is clear that any such 
increases must eventually be refunded. 

We find upon an examination of the record and briefs before us that 
docket No. G-1881 should be dismissed as to the seven issues listed, 
(a) through (g), inclusive, supra, p. 280; and as a consequence of such 
dismissal, that the sum of $7,601,853 of the increase proposed by 
Northern should be disallowed. We shall, therefore, require Northern 
to file a substitute third revised sheet No. 5 for its proposed third 
revised sheet No. 5 to conform with prescribed second revised sheet 
No. 5, and which shall name rates designed to exclude the amount here 
disallowed. Northern shall also file a substitute for prescribed 
original sheet No. 12a providing a rate for interruptible over-run 
service in conformity with our opinion and order 11 F. P. C. 123 and the 
order entered herein. Such substitute sheets will be effective as of 
June 27, 1952, subject to refund after conclusion of all proceedings 
in this docket pursuant to the provisions of section 4 (e) of the 
Natural Gas Act. In light of our dismissal herein, we shall order 
Northern, to the extent which it has already collected monies on the 
basis of its presently-filed third revised sheets Nos. 5, 12, 13 and 14, to 
refund forthwith any and all excess collected over and above the new 
rate schedules herein ordered filed. 


FURTHER FINDINGS AND ORDER 


In reaching the findings and conclusions herein we have considered 
the motions before us, the briefs filed, and the oral argument held 
before us. We have taken notice of and considered our previous 
opinions, findings and orders entered in other proceedings involving 
Northern. In the light of all these and of the findings and conclusions 
set forth herein the Commission further finds that : 
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(1) Northern’s application in docket No. G—1881 should be dis- 
nissed as to the seven issues designated (a) through (g), inclusive, 
upra, p. YS0. 

(2) Northern’s proposed rate increase should be disallowed to the 
‘xtent of $7,601,853 and third revised sheets Nos. 5, 12, 13 and 14 
should be dismissed. 

(3) Northern should file a substitute third revised sheet No. 5 for 
its proposed third revised sheet No. 5 to conform with prescribed 
second revised sheet No. 5 and a substitute for prescribed original 
sheet No. 12a naming rates designed to exclude the amount here 
lisallowed, such rates to be effective as of J une 27, 1952. 

(4) The revenues collected pursuant to the rate schedules described 
in (3) above, shall be subject to refund and should be collected under 
bond pursuant to the provisions of section 4 of the Natural Gas Act. 

(5) Northern, to the extent that it may already have collected 
monies on the basis of its third revised sheets, should forthwith refund 
any and all excess collected over and above the schedule herein ordered 
filed. 

(6) It is appropriate and necessary in carrying out the provisions 
of the Natural Gas Act and in the public interest to require that 
Northern refund, with interest at the rate of 6 percent per annum, 
to those entitled thereto, any portion of the increased rates or charges 
which are continued in effect and which may subsequently be found 
by the Commission in this proceeding not justified; that Northern 
bear all expense of any such required refunding; that Northern keep 
accurate accounts in detail of all amounts received by reason of the 
increased rates and charges made effective on June 27, 1952, specify- 
ing by whom and in whose behalf all such amounts were paid, re- 
porting the same to the Commission monthly for each billing period ; 
and that Northern furnish a corporate bond satisfactorily to the Com- 
mission in the amount and conditioned as hereinafter ordered. 

The Commission orders : 

(A) Northern’s application for a rate increase be and the same 
hereby is dismissed as to the seven issues designated (a) through (g), 
inclusive, supra, p. 280. 

(B) Northern’s proposed rate increase be and the same hereby is 
disallowed to the extent of $7,601,853, and Northern’s third revised 
sheets Nos. 5, 12, 13 and 14 be and are hereby dismissed. The Com- 
mission, however, reserves the right to reject all or any part of the 
‘ate schedules and in lieu thereof to prescribe by further order the ap- 
propriate rates, charges, classifications, rules, regulations, practices 
or contracts. 

(C) Northern shall, within 45 days from the date of issue of this 
order, file the rate schedules described in paragraph (3) above, effec- 
304039—57——21 
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tive as of June 27, 1952, and excluding the amount disallowed in para- 
graph (B), above. 

(D) Northern Natural Gas Co. shall refund to those entitled 
thereto any portion of the increased rates and charges made effective 
as of June 27, 1952, pursuant to this opinion and order which may 
hereinafter be found by the Commission in this proceeding not justi- 
fied, with interest at the rate of 6 percent per annum from the date 
of payment to Northern until refunded; shall bear all costs of any 
such refunding; shall keep accurate accounts in detail of all amounts 
received by reason of such increased rates and charges for each bill- 
ing period, specifying by whom and in whose behalf such amounts 
were paid, and reporting the same in writing and under oath to the 
Commission monthly for each billing period; and shall, within 15 
days from the date of issuance of this order, execute and file with the 
Secretary of the Commission a corporate bond, satisfactory to the 
Commission, in the amount and conditioned as set out in paragraph 
(E) hereof. 

(E) By said corporate bond, Northern, its surety, and their suc- 
cessors and assigns, jointly and severally, shall be held and firmly 
bound unto the Federal Power Commission, for the use and benefit 
of those entitled thereto, in the sum of $300,000; and said bond shall 
contain the following provisions : 


“The condition of this obligation is such that: 

“WHEREAS, Northern Natural Gas Co. (herein called Northern) 
on December 26, 1951, filed with the Federal Power Commission 
(herein called the Commission) certain revised sheets to its F. P. C. 
gas tariff, first revised volume No. 2, designated as third revised sheets 
Nos. 5 (CD-1 schedule), 12 (G-—1 schedule), 13 (IND-1 schedule), 
and 14 (IND-2 schedule) increasing the presently effective rates and 
charges subject to the jurisdiction of the Commission to Northern’s 
interstate wholesale customers as shown by such gas tariff; and 

“WHEREAS, by order issued January 25, 1952, the Commission 
suspended the operation of said tariff sheets and ordered a hearing to 
be held concerning the lawfulness of the proposed rates, charges, and 
classifications, subject to the jurisdiction of the Commission, as set 
forth in said revised sheets, and by said order issued January 25, 1952, 
the use of revised sheets Nos. 5, 12, and 13 was deferred until June 27, 
1952, and of third revised sheet No. 14 until July 27, 1952, and there- 
after until such further time as such revised sheets might be made 
effective in the manner prescribed by the Natural Gas Act; and 

“WHEREAS, pursuant to opinion 11 F. P. C. 278 and order adopted 
July 28, 1952, Northern has put in effect increased rates and charges 
as of June 27, 1952, to the extent that the increased rates proposed by 
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Northern’s third revised sheets Nos. 5, 12, 13 and 14 were not dis- 
missed by said opinion 11 F. P. C. 278 and order; 

“NOW, THEREFORE, if Northern Natural Gas Co. shall, in con- 
formity with the terms and conditions of the order adopted on July 
28, 1952, by the Federal Power Commission in docket No. G—1881, well 
and truly repay at such times and in such amounts, to the persons en- 
titled thereto, and in such manner as may be required by the Com- 
mission after further proceeding, subject to court review thereof, any 
portion of such rates or charges collected by Northern Natural Gas 
Co. after June 27, 1952, as such final order may find not justified, to- 
gether with interest thereon at the rate of six (6) percent per annum 
from the date of payment thereof to Northern Natural Gas Co. until 
refunded, and shall otherwise comply with the provisions of the 
Natural Gas Act relating thereto, then this obligation shall be void, 
otherwise to remain in full force and effect.” 

(F) Upon the execution by Northern of such bond and upon ap- 
proval of such bond, evidenced by letter addressed to Northern by the 
Secretary of the Commission, the rates, charges and classifications filed 
by Northern pursuant to paragraph (C) of the order adopted July 28, 
1952, shall be effective as of June 27, 1952, subject to further orders of 
the Commission in this proceeding. 

(G) Northern, to the extent that it may already have collected 
monies on the basis of its third revised sheets Nos. 5, 12, 13 and 14, 
shall and is hereby ordered to refund forthwith any and all excess col- 
lected over and above the new schedules of rates and charges herein 
ordered filed by paragraph (C) hereof. 

(H) This opinion and order shall in no way affect those issues in 
Northern’s application not herein dismissed. 

Commissioner Smith concurring in the findings and order. (See his 
concurring statement in opinion 11 F. P. C. 123, 150.) 

Commissioner Wimberly stated that he joins in this opinion and 
order but in so doing has not altered his views as expressed in his dis- 
sent to opinion 11 F. P. C. 123, 155, for the reasons stated therein. 

Adopted: July 28,1952. Issued: July 30, 1952. 








In tHe MATTER OF 
MISSISSIPPI RIVER FUEL CORPORATION 


Proceeding on Application for Increased Rates and Charges for Sales 
of Natural Gas 


Docket No. G-—1641 
(Adopted July 29, 1952; Issued August 4, 1952) * 
Syllabus 


1. Application for rehearing and rescission of Commission's order omitting inter- 
mediate decision procedure denied. P. 290. 

2. Twelve-month period ended February 28, 1951 is adopted as test period for 
determining lawfulness of increased rates and charges under considera- 
tion. P. 291. 

3. Under circumstances of this case average monthly balance method is con- 
sidered proper for calculating average net investment for rate making 
purposes. P. 293. 

4. For purposes of this proceeding there is included in rate base sum of 
$45,093,511 for average net investment. P. 294. 

5. Working capital allowance is reduced by $1,625,919 which is 75 percent of 
income tax allowed for test period. P. 296. 

6. Sum of $45,516,439 is found to be reasonable rate base for Mississippi and 

is adopted for the purposes of this case. P. 297. 
. Six percent rate of return for Mississippi is found to be fair and reasonable. 
P. 300. 

8. Commission finds that total overall cost of service for test period is 
$20,615,768. P. 306. 

9. Commission adopts method of allocation of costs approved in Atlantic and 
Northern cases as properly applicable to this proceeding. P. 308. 

10. Commission finds classification of depreciation expense 50 percent to de- 
mand and 50 percent to commodity is proper and fair. P. 313. 

11. Since it appears from record that return and tax are relatively fixed costs 
which are incurred for both peak and annual uses, these costs should be 
classified to reflect demand and commodity equally. P. 314. 

12. In determining proper allocation of costs classified to demand between juris- 
dictional and non-jurisdictional sales, system peak period used by staff 
is considered to be more representative of actual maximum utilization 
of facilities than class peak used by company. P. 317. 

13. Commission finds that Mississippi has not sustained burden of proof, as 
imposed by section 4 (e) of Natural Gas Act, to show that increased 
rates and changes under consideration are just and reasonable; and, 
therefore, proposed rates and charges should be denied. P. 320. 





* Designated Commission opinion No. 254. 
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William A. Dougherty, James Lawrence White, Charles E. McGee, 
g 7] ) 
and Arthur M. Manley for Mississippi River Fuel Corporation. 
Norman A. Flaningam for Staff of the Federal Power Commission. 
g 


By THE CoMMISSION : 


OPINION 


On February 28, 1951, Mississippi River Fuel Corp. (“Mississippi” 
or “company”) filed with the Commission, pursuant to section 4 (d) 
of the Natural Gas Act, proposed changes in its rate schedules to take 
effect as of April 1, 1951, to increase its rates and charges, subject to 
the Commission’s jurisdiction, for sales in interstate commerce of nat- 
ural gas for resale for ultimate public consumption. This filing in- 
dicated that the increases in rates proposed by Mississippi, upon the 
basis of the sales estimated by it for the 12 months next following 
April 1, 1951, would result in increased charges by Mississippi to its 
utility or resale customers * of approximately $3,100,000 per year. 

The increased rates at issue in this proceeding are those contained 
in the first revised sheet No. 4 and first revised sheet No. 6 to Missis- 
sippi’s F. P. C. gas tariff, original volume No. 1, setting forth therein 
proposed rate schedules F-1 and I-1, respectively. The proposed 
rate schedule F-1, as set out in first revised sheet No. 4, was designed 
to increase the rates to Mississippi’s utility customers to which gas is 
delivered and sold for resale on a firm basis; and rate schedule I-1, 
as set out in the first revised sheet No. 6, was designed to increase the 
rates to Mississippi’s utility customers for gas delivered and sold for 
resale for industrial use on an interruptible basis. 

By order issued on March 28, 1951, the Commission suspended the 
operation of first revised sheet No. 4 and ordered hearings to com- 
mence on May 14, 1951, concerning the lawfulness of the proposed 
rates, charges and classifications, subject to the jurisdiction of the 
Commission, as set forth in said first revised sheets Nos. 4 and 6. 
After due notice and pursuant to the Commission’s order issued March 
28, 1951, hearings were held on May 14-16, September 5-7, 10-13, and 
October 10-12, 15-19 and 24-26, 1951, before a presiding examiner of 
the Commission. 

Mississippi’s following utility customers, Laclede Gas Co. (Lac- 
lede), MidSouth Gas Co. (MidSouth), Public Utilities Co., Crossett, 


1Arkansas Louisiana Gas Co., Fort Smith Gas Corp., Illinois Power Co., Laclede Gas 
Co., MidSouth Gas Co., Missouri Natural Gas Co., Public Utilities Co., Crossett, Ark., and 
Union Electric Power Co. Mississippi has added the city of Altheimer, Ark., as a resale 
customer. 

2First revised sheet No. 6 was not suspended due to provision in section 4 (e) of the 
Natural Gas Act that the Commission shall not have authority to suspend changes in 
rates for sales of natural gas for resale for industrial use only. 
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Arkansas (PUC), and Union Electric Power Co. (Union Electric), 
intervened in the proceeding. The Arkansas and Missouri Public 
Service Commissions, the city of St. Louis, Mo., and the United States 
Director of Price Stabilization also intervened. Evidence was pre- 
sented at the hearings by Mississippi, Laclede, and the Commission 
staff. 

INTERMEDIATE DECISION PROCEDURE OMITTED 


At the conclusion of the hearings a motion was made by Commission 
staff counsel for omission of the intermediate decision procedure. 
That motion, and a motion by Laclede for oral argument, were denied 
by the Commission on October 30, 1951. At that time the submission 
of briefs was scheduled to be completed by December 28, 1951; but, 
because of unavoidable circumstances, briefs were not actually filed 
until the following dates: Mississippi’s main brief on December 7, 
1951; briefs of Laclede on January 15, 1952, of Director of Price 
Stabilization on February 4, 1952, of MidSouth and of Union Electric 
Power Co. on February 5, 1952, and of Commission staff counsel, on 
March 12, 1952; and Mississippi’s reply brief on April 10, 1952. 

On April 23, 1952, Laclede, on April 29, 1952, Union Electric, and 
on April 30, 1952, MidSouth, filed motions requesting the omission of 
the intermediate decision procedure in this proceeding in accordance 
with section 8 of the Administrative Procedure Act and section 1.30 
of the Commission’s rules of practice and procedure (18 C. F. R. 1.30) 
and requested that the Commission hear oral argument. An answer 
opposing these motions was filed by Mississippi on May 8, 1952. On 
June 4, 1952, the Commission issued its findings and order omitting the 
intermediate decision procedure and providing for oral argument on 
June 19, 1952, which findings and order are hereby incorporated and 
made a part hereof by reference. Oral argument on the issues in- 
volved was had before the Commission on June 19, 1952, and the 
record herein is now before the Commission for decision. 

On June 24, 1952, Mississippi filed an application for rehearing 
and rescission of the Commission’s aforesaid order issued June 4, 1952 
omitting the intermediate decision procedure herein. We find that 
no new facts have been alleged or presented, and no principles of law 
have been stated, in such application which were not fully considered 
by the Commission before it entered its findings and order issued June 
4, 1952, or which, upon now being considered, would warrant rehear- 
ing, modification, or rescission of such findings and order. Therefore, 
we find it necessary and appropriate for carrying out the provisions 
of the Natural Gas Act that the aforesaid application filed by Missis- 
sippi on June 24, 1952, be denied. Accordingly, our order herein will 
so provide. 
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JURISDICTION 


No jurisdictional issue is raised by the record in this proceeding. 
Mississippi is engaged, by means of the interstate natural-gas pipe-line 
facilities operated by it, in transportation and sale in interstate com- 
merce of natural gas for resale for ultimate public consumption, and 
is a “natural-gas company” within the meaning of the Natural Gas 
Act, as the Commission has heretofore determined in a number of 
prior proceedings, inter alia, the determination to such effect by the 
Commission in its opinion and order dated May 31, 1950 Jn the Matter 
of Mississippi River Fuel Corp., docket No. G-150, 2 F. P. C. 170, 
and in the Commission’s findings and order dated March 1, 1944, Jn the 
Matter of Mississippi River Fuel Corp., docket No. G-291, 4 F. P. C. 
535. 

THE TEST PERIOD 


The record shows that Mississippi based its case upon a test year 
consisting of the 12-months period ended February 28, 1951. In gen- 
eral, it used, with certain adjustments, investment and expense figures 
recorded upon its books, including adjustments on account of antic- 
ipated increased expenses in the future. It used actual revenues for 
the test year, making no adjustment on account of anticipated future 
revenues from its expanded system capacity. Mississippi having 
founded its case upon a test year ended February 28, 1951, the Commis- 
sion staff and other parties to the proceeding limited their evidence 
to meeting Mississippi’s case by evidence not going beyond the test 
year except in the matter of rate of return evidence. 

In rate making proceedings we believe that the only proper policy 
and practice is to test rates for the future upon the basis of actual 
operating experience of a representative period of time and to adjust 
that experience for changes that appear definite and certain. We 
have consistently refused to adjust rates on the basis of forecasts, which 
are inherently uncertain and speculative. 

On the record and the circumstances presented, we deem it appro- 
priate, for the purposes of this case, to adopt the 12-month period 
ended February 28, 1951 as the test period for determining the lawful- 
ness of the increased rates and charges under consideration in this case. 


RATE BASE 


A comparison of the rate base as claimed by Mississippi, and as 
adjusted by the Commission staff, is summarized below: 


* Affirmed Mississippi River Fuel Corp. v. Federal Power Commission, 121 F. 2d (C. A. 
8th, 1941). 
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a 
| 

| Company 

| Per Company | Per Staff Over (Under) 
| Staff 

(2) (3) (4) 


| 





Plant 


Average Plant in Service... .-.. Sakumebid $63, | 089, 652.00 | $62,357, 101.29 | $732, 550.7 


Less: | | 
Average Reserve for Depr-.-.--- . ----| 16,762, 933.00 17, 164, 495.55 | (401, 562. 5! 
Retirement Work in Progress... . pedend 26, 765. 00 (44, 508. 62) 71, 273 
Contributions in Aid of Construction. ncctieoual 153, 004. 00 a 153, 003. 50 


16, 942 2, 702. 00 ‘17, 272, 990, 43 "(330, 288. 


Average net investment-.-....- - ee 46, 146, 950. 00 | 45, 084, 110 86 1, 062, 839. 


Working Capital | 
Materials and Supplies... .......-- i .----| 1,089, 696.00 917, 462. 89 
Prepayments EIR ASR AME SEES ti 174, 542.00 | 56, 989. ¢ 
Ce SUIS... cnnicccccccsncccecsecscsceses | 490, 597 00 | 439, 824. 68 


Subtotal naan pitbintndebaniebealah 1, 754, 835. 00 | 1,414, 276.7 340, 558. ‘ 
Add Adjustments for: | 
United Gas Pipe Line Co. overpayment...._. ssid aideceeea 547, 329. Of (547, 329. 99) 
Materials and Supplies charged to expense by com- 
81, 192. 00 (81, 192. 00) 


ot ‘754, 835, 00 | 2 042, 798. 78 (287, 963. 78) 
Deduct Adjustment for: | 
Working Capital provided by Federal Income Tax | 
accruals DP tiee 1, 625, 200. 95 | 1,625, 200. 95 
Total working capital___---- 4 tate 1, 78 4, 835. 00 | 417, 597.83 | 1, 337, 237 17 


Total rate base Dict scnileaet ae tal 47, 901, 785.00 | 45, 501, 708.69 | 2, 400, 076. 31 


Net investment.—Mississippi claims that the average net investment 
for the 12 months ended February 28, 1951, the test year selected by 
it in this case, is $46,146,950. This represents the average of the 
balances, at the beginning and end of such test year, of the cost of 
plant less such averages of reserves for depreciation and amortization, 
retirement work in progress, and contributions in aid of construction. 
In calculating the average plant in service, the staff used the average 
of the 12 monthly balances of plant in service during the test year 
with appropriate adjustments for transfers from construction work 
in progress. The staff arrived at an average net investment in gas 
plant of $45,084,110.86, which is $1,062,839.14 less than the amount 
claimed by the company. 

An issue presented by the foregoing difference concerns whether 
the average monthly balances used by the staff or the average of the 
balances at the beginning and end of the test year used by the company 
is proper for calculating the average net plant amount for rate- 
making purposes. 

The evidence here shows that Mississippi, during the year ended 
February 28, 1951, made plant additions costing several millions of 
dollars and increasing substantially its system’s daily sales capacity. 
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Significantly, most of these plant additions were made in the last four 
months of the test year (principally in November and December 
1950). The company’s method of calculating the average plant, ap- 
plied in the circumstances present here, results in considering its plant 
additions as being in service for six months, when in fact they were 
in service, for the most part, from two to three months. We find that 
in the circumstances the average monthly balance method used by the 
staff is proper in this case, as it provides a more accurate measure of 
the plant dollars in service during the period. Accordingly, we adopt 
the average monthly balance method for use here. 

Another issue raised relates to the determination of the average 
reserves for depreciation and amortization to be deducted from the 
average cost of plant. The Commission staff accepted the company’s 
book reserves at the beginning of the test period and computed the 
average of the monthly balances for the test period, using the com- 
pany’s accrual rates. The company, on the other hand, did not use 
the depreciation reserves recorded upon its books. It calculated such 
reserves, starting with the computed depreciation reserve balance ac- 
cepted by the Commission /n the Matter of Mississippi River Fuel 
Corp., docket No. G-462, 4 F. P. C. 340, 344, as of 1943, the test year 
in that case, and using the rate of 314 percent per annum stipulated 
and accepted as the depreciation rate in that case. Upon such basis 
the company computed the depreciation reserves as of March 1, 1950, 
and February 28, 1951, and then used the average of these computed 
balances. 

The record in this proceeding discloses that Mississippi continued 
to record depreciation upon its books at a 4-percent rate during 1944 
and 1945, and did not commence recording depreciation at the 314- 
percent rate until 1946, the year in which the rate reduction ordered 
in the G-462 proceeding was first made effective. In that proceeding 
the Commission found, on the basis of 1943 as a test year, Mississippi’s 
rates to be excessive and ordered a reduction. Since no rate reduction 
went into effect until 1946 and the company accrued depreciation at 
the 4-percent rate in 1945 and 1946, it is clear that the depreciation 
accruals by the company on its books during 1944 and 1945 were the 
result of payments made through rates by the company’s customers 
for depreciation expense. In the circumstances, it would be unjust 
to the customers to exclude the accruals from the total reserves to be 
deducted in computing the rate base on which the customers or rate- 
payers are required to pay a return. Cf., Jn the Matter of Southern 
California Gas Co., 10 F. P. C. 734. It would, in fact, result in charg- 
ing the ratepayers for amounts already contributed by them for de- 
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preciation in prior years. Therefore, we find that the Commission 
staff’s acceptance of the reserves recorded by the company upon its 
books appropriate and just, and we also find that the average monthly 
balance method of calculating such reserves for the test period to be 
proper and fair in this case. 

No issue is raised concerning the deductions made for retirement 
work in progress and contributions in aid of construction. Upon the 
basis of an examination of the company’s records, the staff proposed 
a lesser deduction from the plant investment for the first item than 
the company, and the same deduction for the second item as the 
company. 

Our conclusions from the record here with respect to the average 
net investment in plant, to be included in the rate base for Mississippi, 
may be summarized as follows: 


Average plant in service -. $62, 357, 101 


Less: 
Average reserve for depreciation and amortization__ 17, 155, 095 
Retirement work in progress___- ‘ imonieutaealaiie ; ; (44, 509) 
Contributions in aid of construction iSite 153,004 
Subtotal . 17, 263, 590 


Average net investment___---- , $45, 093, 511 


The foregoing figures, which we find to be reasonable for the pur- 
poses of this case, are the same as the adjusted figures submitted by 
the Commission staff, with the exception of the average reserve for 
depreciation and amortization, which has been reduced by $9,401. 
This amount, which we find to be reasonable here, is deducted from 
such reserve due to the disallowance, as part of the unsupported and 
unexplained charges hereinafter disallowed (infra, pp. 304-305) and 
not included in the cost of service, of certain depreciation charges 
amounting to about $17,355.4 

We therefore include in the rate base, for the purposes of this 
proceeding, the sum of $45,093,511 for average net investment. 

Working capital and rate base adjustments.—Mississippi claims, 
as an allowance for working capital to be included in the rate base, 
$1,754,835, consisting of materials and supplies in the amount of 

*The adjustment to depreciation reserve made above was computed upon the average 
monthly balance method on the assumption that the approximately $17,355 was accrued 
in equal monthly amounts during the test period; we deem this to be a reasonable basis 


for making such adjustment in the circumstances where the record fails to disclose the 
detailed monthly accruals making up the $17,355. 
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$1,089,696, prepayments of $174,542, and a cash allowance of $490,597, 
amounting to 144 (or 45 days) of the total annual expenses which re- 
quire working capital. The staff, on the other hand, contends that 
an allowance of $417,597.83 would be a proper allowance for working 
capital in this case. 

In its calculation the staff, by using average monthly balances rather 
than the average of balances at the beginning and end of the test year 
used by the company, obtained an amount of $917,462.89 for mate- 
rials and supplies. The method used by the staff is consistent with 
the method the Commission has heretofore approved. The Commis- 
sion held Jn the Matter of Hope Natural Gas Co., 3 F. P. C. 150, 174, 
that the monthly average of materials and supplies is the “most 
accurate measure” of such requirements. We find that the monthly 
average provides, in the circumstances of this case, the most accurate 
measure of the company’s requirement for materials and supplies. 
Accordingly, we deem that the reasonable figure to allow for materials 
and supplies in the instant case is $998,655. This includes not only the 
$917,462.89 mentioned above, but also $81,192.00. This latter figure 
is the average monthly balance of the $170,000 of excess spare parts 
and materials and supplies charged to maintenance of compressor 
station equipment during the test year. Since we find herein that 
these excess charges should be excluded from the cost of service to 
be allowed (infra, pp. 302-304), it is appropriate that allowance for 
this item be included in the working capital. 

The Commission staff adjusted the amount of prepayments from 
the amount of $174,542 as claimed by the company to an amount of 
$56,989.21. This adjustment resulted from the use of the average 
monthly balances and from excluding, as a non-recurring item, pre- 
payments for gas purchased in the Dubach area in northern Louisiana. 
We find that the average monthly balance method is proper and that 
the prepayments for gas purchased in the Dubach area should be 
excluded from the calculations of the average prepayments to be 
allowed in working capital. From the record it appears that such 
gas purchase prepayments are of a non-recurring nature, to be re- 
couped within a year or less under the respective long-term gas pur- 
chase contracts involved. Accordingly, we find an allowance of 
$56,989 is reasonable for prepayments. 

Both Mississippi and the staff included a cash allowance amounting 
to 1g (or 45 days) of total annual expenses which require working 
capital, the amounts differing due to the difference in their respective 
claims as to the total amounts of such expenses. The total of such 
annual expenses, which we have found, for the purposes of this case, 
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should be allowed in the cost of service, is $3,566,982; ° 45 days allow- 
ance (1th of such sum) amounts to $445,873. 

Mississippi did not deduct from claimed gross working capital 
requirements any amount for the cash working funds provided by its 
customers through monthly accruals and collections by the company 
of federal income taxes months in advance of the time that such taxes 
are actually paid. The Commission staff contends that there should 
be deducted from gross working capital requirements not less than 
75 percent of the amount of federal income taxes (such income tax 
to be calculated at rates prescribed by the 1951 Revenue Act) upon 
the return allowed in this proceeding. This average of 75 percent 
takes into account the acceleration of federal income tax payments 
over the period of 1951-55, inclusive, as provided by the Revenue Act 
of 1950. We find that such an adjustment in this proceeding would 
be reasonable for the reasons outlined in our opinion, /n the Matter 
of Alabama-T ennessee Natural Gas Co.,11 F. P. C. 75, 80; and opinion 
In the Matter of Transcontinental Gas Pipe Line Corp., 11 F. P. C. 
91, 101; which are of equal applicability in this case. Accordingly, 
we shall reduce the working capital allowance by $1,625,919 which is 
75 percent of the income tax ($2,167,892) which we allow for the 
test period. 

The staff included, as part of working capital, an amount of 
$547,329.99, representing the average monthly balances of excess pay- 
ments to United Gas Pipe Line Co. for gas purchased during the test 
year by Mississippi under United’s F. P. C. rate schedules 9, 10 and 11, 
as supplemented. As shown by the record in this case, the total excess 
payment for the test year was $1,033,184.75. United’s rate schedules 
provide for specified rates which are assessed currently during each 
billing period and only at the end of the specified accounting period 
(February of each year) is the amount of such excess payments, if any, 
determined. Consequently, the cost of gas purchased during the test 
period must be reduced by the amount of such excess payments, as 
hereinafter shown (infra, p. 301), and an appropriate adjustment 
made to reflect in working capital the average cash outlay by Missis- 
sippi during the test year. On the record before us, we find that, on 
an annual basis for the test year, the average of the monthly balances 
of such excess payments was $547,330, 


*This is the net amount of such annual expenses after deducting depreciation expense 
in the amount of $27,683 included in operating expenses through clearing account distribu- 
tions, in this instance, account 903, Transportation expense-clearing ; the $16,935 of depre- 
ciation expense in company’s clearing account 907 was not deducted since it is included 
in unexplained and unsupported charges hereinafter disallowed. 
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T otal rate base allowed—We find from the record, after making the 
foregoing adjustments, that the sum of $45,516,439, as summarized be- 
low, is the reasonable rate base for Mississippi and, accordingly, we 
adopt it for the purpose of this case. 





Item Amount 
(1) (2) 
Plant 
Average Plant in Service__- a hei ee 
Less: 
Average Reserve for Depreciation Amortization____.___----_- 17, 155, 095 
Retirement Work in Progress____-_---------- eluate = (44, 509) 
Contributions in Aid of Construction_-—_- schagiceedepaaoiae 153, 004 
17, 263, 590 
Average Net Investment_ aan saci ST 
Working Capital 
EE: UE Ti ita ett nnic tac mpbeccaaiiean spleen 917, 463 
Prepayments —_ aan aie " 56, 989 
Cash requirements , 445, 873 
Subtotal —---- “ co picdieeatanabpaieacaats ‘ ; 1, 420, 325 
idd Adjustments for: 
United Gas Pipe Line Co. overpayment 7 , acta 547, 330 
Materials and Supplies charged to expense by Company _-_- 81, 192 


2, 048, 847 
Deduct Adjustment for: 
Working Capital provided by Federal Income Tax Accruals 1, 625, 919 


422, 928 








Total Rate Base oa os pauline line . . 45, 516, 439 


OPERATING REVENUES 


The record shows that Mississippi's gas service revenues for the 
test year ended February 28, 1951 amounted to $24,273,420 from total 
gas sales of 114,563,975 M. c. f. The sales for resale aggregated 
416,898,686 M. c. f. and the revenues therefrom totaled $9,728,829; di- 
rect industrial sales aggregated 67,665,289 M. c. f. and the revenues 
therefrom totaled $14,544,591. Other gas revenues in the period 
totaled $10,525. 
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RATE OF RETURN 


Mississippi contends that a fair rate of return in this case is not less 
than 614 percent, whereas the staff contends that a fair rate of return 
is not in excess of 6 percent. Upon consideration of all the evidence 
of record on this subject we are convinced and find that a 6 percent 
rate of return will produce a fair and reasonable “end result”. /'ederal 
Power Commission v. Hope Natural Gas Co., 320 U.S. 591, 601, 608; 
Bluefield Water Works & Improvement Co. v. Public Service Com- 
mission, 262 U. S. 679, 692-693; United Railways v. West, 280 U.S. 
234, 261-262. 

The record discloses that the capital structure of Mississippi as of 
June 30, 1951 was comprised of approximately 49.9 percent debt and 
50.1 percent equity. The record further shows that in the fall of 1951 
Mississippi sold a $24,000,000 bond issue at a coupon rate of 35¢ per- 
cent, the proceeds of which were used in part to retire its outstanding 
bank loans, resulting in a capital structure of about 58 percent debt 
and 42 percent common equity.® 

The record shows that the cost of servicing Mississippi's outstanding 
debt as of June 30, 1951 was 3.02 percent. After consummation of the 
bond financing in the fall of 1951, the cost was increased to approxi- 
mately 3.50 percent.’ The evidence shows that since Mississippi’s com- 
mon stock was first placed in the hands of the public, early in 1949, 
investors have been purchasing Mississippi’s common stock on a 5.9 
percent average yield basis and on a 9.2 percent average earnings price 
ratio basis. 

A study of investors’ appraisals of the common stock of seven 


natural gas companies * whose stock is held by the public and traded 


® Long term debt. Amount Percent 

Ist mortgage bonds, 314 percent, due 1966___ $19, 450, 000 
Ist mortgage bonds, 35% percent, due 1971 _ 24, 000, 000 

———_—_————_ $43, 450, 000 

Common equity 

Common stock, 1,351,391 shares $10 par $13, 513,910 
Premium on stock 12, 776, 810 
Earned surplus (June 30, 1951) 5, 008, 777 

31, 294, 497 


Total capitalization --. 74,744, 497 


71st mortgage bonds, 3% percent, due 1966____--~_- . $19, 450, 000 
1st mortgage bonds, 3% percent, due 1971 : _ 24, 000, 000 


$43, 450, 000 
* Includes allowance for cost of financing. 
§ Consolidated Gas Utilities Corp. ; El Paso Natural Gas Co. ; Lone Star Natural Gas Co. ; 
Mountain Fuel Supply Co.; Northern Natural Gas Co,; Panhandle Eastern Pipe Line Co. 
and Southern Natural Gas Co. 
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on recognized exchanges indicates that, during 1946 to the end of the 
hearings herein, investors required an average return of around 8.1 
percent. On a dividend basis investors were purchasing such common 
stocks during 1946 through 1950 on an average yield basis of 5.1 per- 
cent, associated with a pay out averaging 5714 percent. 

The company claims that the cost of common equity money approxi- 
mates 1014 percent, as testified by its witness, based upon offerings of 
common stock of electric and natural gas utilities which included offer- 
ings to stockholders. However, since the record shows that offerings 
to stockholders generally were made at a considerable discount under 
prevailing market prices, it seems that such offerings do not represent 
the best prices that the companies could have received and, therefore, 
the results obtained therefrom should not be used for determining the 
cost of common equity. For such reason, as well as the fact that the 
company’s witness failed to give consideration to capital structure or 
pay out of common earnings, the 1014 percent cannot be used as allow- 
ance for common equity in Mississippi in this case. 

Moreover it is appropriate to note at this point that the company’s 
witnesses explain that the cost of debt and equity capital to Mississippi 
is higher than to other natural gas companies because of Mississippi's 
higher proportion of industrial sales. Such sales volumes constitute 
approximately 60 percent of its business as contrasted with an average 
of approximately 20 percent for the seven natural gas companies to 
which we previously referred. 

A 6 percent rate of return would permit Mississippi to service its 
outstanding debt and after income taxes provide a return on its com- 
mon equity of about 9 percent after allowing 14 percent to cover cost 


of financing.’ A 9 percent allowance for common equity, with a 6624 
percent pay out, which is reasonable, would result in a yield of 6 per- 
cent, which is in excess of the average yields of the seven companies 
since 1945, as well as the average yield on Mississippi’s common stock 
since the time that its stock was placed in the hands of the public. 

A 6 percent return for Mississippi means that, on the part of the 
common equity and surplus deemed associated with the business over 
which we have rate jurisdiction, the stock holders would realize a re- 
turn of approximately 9 percent. However, the direct industrial sales 
are not regulated, so the stockholders will likely realize a higher return 
on their investment. 


* 58 percent X 3. 50 percent = 2. 03 percent 
42 percent x 9. 50 percent= 3. 99 percent 





100 percent 6. 02 percent 
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After considering all relevant evidence, we find that a 6 percent rate 
of return for Mississippi is fair and reasonable. 










COST OF SERVICE 


A comparison of the cost of service as claimed by Mississippi, for the 
test year ended February 28, 1951, and as adjusted by the Commission 
staff, is summarized below: 











Company 
Item Percompany| Perstaff* | over (under) 
staff 








Gas supply: | 





Purchased gas. - ..-- ss ipaesiiinilesieh a aednemaseaibcaaiediaiaieaesia $9, 785, 655 $8, 752, 47 0 | $1, 033, 185 
Purchased gas expenses _- beaten cutweown ete 60, 524 | 60, 524 satata inden 
INE ooo oe osdecbcksscncceiz ace 8, 846, 179 | 8, 812, 994 | 1, 033, 185 








sammie iwisngbenst on 3, 006, 064 | 2, 804, 193 


Transmission expenses. ---- 







| 201, 871 
Distribution expenses heir eel int lata ch niches al 97,379 96, 727 | 652 
Customers accounting and collection expenses safutraebn canna 74, 213 | See letee 
Sales promotion expenses. - - -- . innidias cabal Aenean 23, 921 | 23, 921 |... he 3 
Administrative and general expenses isi catheaaastsa inltakesw in 1, 136, 841 | 991,009 | 145, 832 
it Riet beets ci eabdnebienicn puiatls Gobeae 4, 338, 418 | 3, 990, 063 | 348, 355 













Total operating expenses __.-_-__-.--- 7 bts 14, 184, 597 | 12,803, 057 1, 381, 540 
Depreciation and Amortization.............-...-...-.-.--..- 2, 290, 419 | 2, 223, 230 | 67, 189 
Taxes—property -- se bsddddvuaeldsintones 5 dhe siibosia’ 533, 116 | 533, 116 |- =e 

cadsnabesanusutdnieibintdiebin tedomiune ; 74, 946 | 74, 946 - aca 
Rs... Sanioncunnbannnemawewemices eisahend 84, 738 | 74, 791 9, 947 



















Total before federal income taxes and return.___.___- 17,167,816 | 15,709,140 1, 458, 676 
Federal income taxes _ 52 ee ~~ aauubawee 2, 573, 578 | 2, 166, 935 406, 643 
Return @ 644 percent_- padtith Pbise eas wdeeaeh dene waia tela ke 3, 113, 616 |---- a \ 383. 513 

Se Ris vvcdswedscuscoeiin een Scapa ihe nade aeeea ean | 2, 730, 103 |J — 








oe ceases anion 22,855,010 | 20,606,178 2, 248, 832 
Pe oe a aay : (10, 525) (10, 525) 


Ae ic inn ctiunctdcvsicisarbidatbions 22, 844, 485 | 20, 595. 653 2, 248, 832 


*Amounts rounded off to nearest dollar. 


Issue re return and income taxes.—The aggregate difference, as sum- 
marized above, amounts to $2,248,832, of which $800,103 relates to the 
differences in the rate of return, the 614 percent claimed by the company 
and the 6 percent recommended by the staff, and in state and federal 
income taxes associated with such returns. The company and the staff 
computed federal income taxes at the new corporate rate prescribed 
by the Revenue Act of 1951, which, for the purposes of this case, we 
find to be proper. Likewise, the company and the staff used a similar 
method for computing other income taxes. Our determinations 
herein, of the rate base and of the fair return (6 percent) to be al- 
lowed thereon, resolve the issue concerning the amounts to be allowed 
for return and income taxes for the test year. 

Other cost of service items in issue-—There remain in dispute be- 
tween the company and the staff cost of service items totaling 
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31,448,729. These differences represent adjustments by the staff to 
‘liminate from the cost of service claimed by the company, the 
following : 


Item Amount 

(a) Overpayment te United Gas Pipe Line Co. for gas purchased____ $1, 033, 185 
(b) Excess charges to maintenance of compressor station equipment 

($170,000) and of compressor station structures ($20,000) __-~ 190, 000 
(c) Unexplained and unsupported charges___-_------------------ 100, 968 
(d) Nonrecurring legal fees, etc., re Interstate Natural Gas Co. rate 

IN iii it ci ict ela 24, 715 
(e) Pensions relating to past services of employees retired prior to 

I icici iii ei Rede ah la a i ee cee areas 18, 242 
(f) Nonrecurring expenses of issuing stock dividends____.....__--~- 14, 430 
ta) TOGOCIRETON: OI GUOCIINIII oso co sn nccectwncensnentn 67, 189 

Total amounts in dispute____-__- sci ie acts le clas Ses a 


We shall now discuss the issues presented by these proposed adjust- 
ments. 

Excess payments to United for gas purchased.—The difference be- 
tween the company and the staff of $1,033,185 7° in operating expenses, 
representing a difference of that amount in the cost of gas purchased, 
as shown by this record, is based on excess payments made by Mis- 
sissippi to United for gas purchased during the test year ended Feb- 
ruary 28, 1951 under United’s F. P. C. rate schedules Nos. 9, 10 and 
11, as supplemented (particularly supplement No. 15 and supplement 
No. 1 thereto). 

Supplement No. 1 to supplement No. 15 to F. P. C. rate schedules 
Nos. 9, 10 and 11 provides as follows: 


Due to variations in the market demands of both United and others now with- 
drawing gas from Carthage field, the amount of surplus gas purchases may, in 
any year, be less than the amount estimated by United to supply the in- 
creased requirements of Mississippi River Fuel Corp. It is the intention of 
United, as of March 1st of each year, to make an appropriate adjustment in the 
commodity charge as set out in its amendatory agreement with Mississippi River 
Fuel Corp. dated November 16, 1949, in the event that the surplus gas purchases, 
chargeable to Mississippi River Fuel’s increased demand as set out in said agree- 
ment, shall be less than 122/195 of Mississippi River Fuel’s total requirements 
from United. The amount of the adjustment, and the method of calculation, 
shall be approved by the Federal Power Commission. 


The Commission in its order issued December 27, 1949, in permit- 
ting such supplement to become effective, provided : 


United shall file as of March 1 in each year the amount of the proposed ad- 
justment in the commodity charge, referred to in said supplement No. 1 to sup- 





” Amount ($1,033,184.75) rounded off to nearest dollar. 
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plement No. 15, the method of calculation of such adjustment, and such other 
details as may be requested by the Commission, and such filing shall be made 
each year whether or not any adjustment is contemplated by United. 


Pursuant to this requirement of the Commission’s order of Decem- 
ber 27, 1949, United on May 23, 1950 filed with the Commission its 
supplement No. 1 to supplement No. 1 to supplement No. 15 to United’s 
F. P. C. rate schedules Nos. 9, 10 and 11 on file with the Commission, 
in which it was shown that the amount of excess charges collected by 
United from Mississippi was $201,892.53 for the period from Decem- 
ber 13, 1949 through February 28, 1950. In filing such supplement 
United proposed repayment of that amount of excess charges to Mis- 
sissippi. By its order of June 27, 1950, the Commission approved the 
repayment to Mississippi of $201,892.53, representing excess charges 
collected by United for natural gas sold and delivered pursuant to its 
filed rate schedules and said : 


On May 23, 1950, United Gas Pipe Line Co. filed supplement No. 1 to supplement 
No. 1 to supplement No. 15 to P. C. rate schedules Nos. 10 and 11, representing 
a remission of $201,900 for a three-month period of a $900,000 annual rate increase 
recently placed in effect for natural gas sold to Mississippi River Fuel Corp., 
requesting that such supplemental rate schedule be allowed to take effect as of 
December 13, 1949. 

The supplemental rate schedule is being filed pursuant to the Commission’s 
order of December 27, 1949, relating to a supplement providing for an annual 
downward adjustment to be made of a commodity charge, on March 1 of each 
year, in the event the amount of gas purchased, at a price of 714 cents per M. c. f., 
for the added Mississippi River Fuel Corp. load is less than that initially con- 
templated; * * *. It appears that for the period involved, from December 13, 
1949 to February 28, 1950, inclusive, United purchased no gas at a price of 744 
cents per M. ec. f. for delivery to Mississippi River Fuel Corp., as a consequence 
of which an adjustment of $201,893 is proposed to reflect a reduction in the unit 
commodity price from 614 cents to 5 cents per M. c. f. 


On the record in this case, using the same method described above 
for computing excess charges paid by Mississippi to United, the 
amount of such excess charges for the 12 months ended February 28, 
1951, is $1,033,184.75. That amount must therefore be deducted from 
Mississippi’s total payments to United for natural gas received during 
such period in order to determine the true actual cost of natural gas 
during the test year, and we so find. 


Excess charges to maintenance-compressor equipment-compressor 
structures.—Mississippi takes issue with the downward adjustment 
proposed by the staff of $170,000 in charges for maintenance of com- 
pressor station equipment (account 760.4). The evidence shows with- 
out dispute that Mississippi, in recording charges to expense for main- 
tenance of compressor station equipment, follows the improper ac- 
counting practice of charging to such maintenance expense, at the time 
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and as purchased, the purchases of spare parts, materials and supplies 
irrespective of whether such items are used for maintenance at the time 
of purchase or are retained in stock for use at a future time. The com- 
pany admitted of this practice and also of having inventories as of 
June 1951 “over $600,000” of these expended, but unused, items; this 
exceeds the $528,576 charged on the company’s books and claimed by it 
in this case for this expense during the test year. The company 
acknowledged that it had made no study attempting to determine what 
portion of the charges recorded on its books in the test year represented 
materials and spare parts actually used during such period, and con- 
fessed doubt as to whether a determination could be made as to what 
part of the “over $600,000” inventory may have been included in the 
charges recorded on its books for this maintenance expense in the test 
year. 

Notwithstanding the confused and unreliable condition of Missis- 
sippi’s accounting for this maintenance expense, the company prof- 
ferred no evidence to show the amount of such expense actually 
incurred during the test year. The staff made accounting and engi- 
neering studies of this expense of the company over a period of years 
and, based upon such studies, recommended that a downward adjust- 
ment of $170,000 in the amount recorded upon the company’s books in 
the test year would be reasonable in the circumstances. The evidence 
supporting this adjustment is unrefuted. Instead of presenting any 
alternative adjustment, or proposal, the company contented itself with 
introducing certain calculations pertaining to unrelated maintenance 
expense accounts for which no adjustment was proposed. In the cir- 
cumstances we find that an adjustment in the amount recommended 
by the staff is appropriate and, accordingly, we adopt it for the pur- 
poses of this case. 

The staff also presented evidence showing there should be a down- 
ward adjustment of $20,000 in the amount of the charges claimed by 
the company for maintenance expense of compressor station structures 
(account 760.21). The evidence reveals that the amount of mainte- 
nance expense charged to this account in 1950 was $46,567 and for the 
12 months ended February 28, 1951, the test year here, was $50,312, 
whereas, in the eight years preceding 1950, the total charges for that 
period were less than $48,000, an annual average of less than $6,000. 
There is evidence also that the company during the test period em- 
barked upon a “reconditioning program” of its compressor station 
structures of a nonrecurring nature in the next few years. The staff 
contends, in the light of the foregoing, that the maintenance charges 
in question were abnormally high and require, for rate-making pur- 
poses, downward adjustment to reflect a charge more representative 
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of what should be anticipated in the future. The evidence, including 
the data presented by the staff in support of its recommended adjust- 
ment, in our opinion, provides a substantial basis for finding the staff’s 
adjustment to be reasonable and proper in the circumstances. Accord- 
ingly, we adopt such adjustment for the purposes of this case. 

Unexplained and unsupported charges.—Another issue presented by 
the record relates to the staff adjustment eliminating $100,968 as being 
unexplained and unsupported charges. 

The testimony presented by the Commission staff, based upon an 
examination of the company’s books and records by the staff, discloses 
clearly that the company’s books and vouchers recording certain travel 
by company-owned airplanes, travel by commercial airlines, and cer- 
tain expenses claimed by various company officers and employees for 
traveling and also certain expenses claimed by them while in St. Louis, 
Mo., during the test period involved in this case, failed to conform to 
the requirements of the Commission’s Uniform System of Accounts 
for Natural Gas Companies, among others, the requirements contained 
in general instruction No. 2 thereof, which provides in part as follows 
(18C.F.R. 201.02-2) : 

(a) Each natural gas company shall so keep its books of account, and all 
other books, records, and memoranda which support in any way the entries in 
such books of account, as to be able to furnish readily full information as to 
any item included in any account. Each entry shall be supported by such de- 
tailed information as will permit a ready identification, analysis, and verifica- 
tion of all of the facts relevant thereto. 

The record discloses that in connection with its examination of 
Mississippi’s books and records, particularly records and vouchers 
pertaining to the expense items in dispute here, Commission staff rep- 
resentatives requested in writing statements from the company setting 
forth the nature and purpose of various expense items in question. 
Copies of certain requests in this respect are in the record here. The 
record shows that with respect to one such request the company’s re- 
sponse in writing was “We do not have such a statement,” and that 
in other instances the company made no response even though at the 
hearings herein it acknowledged having received such requests. Nor 
was any attempt made by it at the hearings to respond to these requests 
and show the nature or purpose of the questioned items, notwithstand- 
ing the fact that the detailed working papers, upon which the staff 
based the proposed adjustments for eliminating the $100,968 of unsup- 
ported and unexplained charges, were made available to Mississippi 
during the hearings, prior to its cross examination of the staff witnesses 
and prior to the company’s presentation of its rebuttal case. 

The company presented no rebuttal evidence to refute the staff’s 
adjustments eliminating the unexplained charges. Upon the evi- 
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dence here, we are unable to determine the validity of the charges in 
question. Even if they be assumed to have been made incident to the 
company’s gas operations—an assumption which is not warranted 
upon this record '\—the evidence does not disclose whether these un- 
explained charges are recurring or nonrecurring expenses, and, accord- 
ingly, whether they should be included or excluded from the cost of 
service for the test period under consideration here. It is not known 
whether the charges in question are in fact properly chargeable to 
operating expenses, maintenance or capital accounts. 

From the evidence in the record the conclusion is inescapable here 
that Mississippi has failed to comply with the Uniform System of 
Accounts applicable to it under the Natural Gas Act with respect to 
the items questioned as being unsupported and unexplained. In the 
instant matter Missisippi had, under the act, the burden to establish 
by clear and convincing evidence the propriety of the questioned ac- 
counting entries and charges in dispute. It is abundantly clear here 
that the company has failed to sustain the burden of proof to justify 
the entries and charges in issue as representing expenses properly 
includible in the cost of service for the test year. 

We conclude that we have no alternative other than to disallow the 
amounts in dispute. 

Past service pension payments.—The company takes issue with the 
staff’s adjustment eliminating $18,242 for payments made by the com- 
pany in the test year for pensions relating to past services of employees 
retired prior to the test year. 

It appears from the evidence that the $18,242 in question represented 
principally payments by the company for the purchase of supple- 
mental annuities for three company employees retired prior to the 
test year. The supplemental annuities were purchased to provide for 
these particular employees’ annuities equal to the minimum level of 
annuities contemplated under the pension plan which the company 
has had in effect for a number of years for all its employees. That is 
our understanding from the record of the situation involved here. 

Upon consideration of the evidence we cannot agree with the adjust- 
ment proposed by the staff. It appears that a part of the charges for 
the supplemental annuities in question are being amortized over a 
period of several years and that some of the charges apparently are 
not. It is our opinion that charges of this character should be amor- 
tized over a reasonable number of years; however, in the circum- 
stances involved in the instant situation, we do not deem that we need 
make an adjustment in that respect due to the small amount involved. 


Some of the disputed items relate to charges for company officers that in the period in 
question were also officers of affiliated companies. 
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Normally, charges of this character should of course be amortized over 
a reasonable number of years. 

In the circumstances here, we find it reasonable to deny the staff 
adjustment and to allow in the cost of service the $18,242 in question. 

Nonrecurring expenses re Interstate Case and stock dividend is- 
suance.—Other expense items in dispute between the company and 
the staff involve the staff’s adjustments eliminating certain nonrecur- 
ring expenses recorded upon the company’s books in the test year, 
namely, charges in the amount of $24,715 pertaining to the /nterstate 
Natural Gas Co. rate case refund matters, and expenses in the amount 
of $14,430 incurred by the company in issuing a stock dividend in 1950. 

From the evidence, it appears that these expenses are of a non- 
recurring character and should not, for rate-making purposes, be in- 
cluded in the cost of service for the test period. Accordingly, we have 
excluded these charges from the cost of service allowed herein for 
the test year. 

Depreciation and amortization accruals for test year—The differ- 
ence between the company and the staff concerning the proper deprecia- 
tion and amortization accruals for the test year amounts to $67,189. 
The same rates of accrual were used by both the company and the 
staff. The difference is occasioned by the staff’s computing such 
accruals on the average monthly balances, whereas the company com- 
puted them upon the average of beginning and ending balances for 
the test year. The average monthly balance method of accruing de- 
preciation and amortization is consistent with the method utilized 
by the staff in developing the rate base on average monthly balances 
of plant in service. Such method of computing the rate base, we have 
found, is proper in the circumstances of this case. It follows, accord- 
ingly, that the same method should be used for accruing depreciation 
and amortization in the test year. We therefore approve the staff 
adjustment of depreciation and amortization accruals. 

Additional cost of service adjustments——A number of other adjust- 
ments, in addition to those discussed above, were made by the company 
and the staff to the cost of service for the test year. No issue is pre- 
sented in connection with such adjustments since both the company 
and the staff agree to their propriety. Included are upward adjust- 
ments to allow for substantial increases in wages and salaries of the 
company’s personnel and officers. On the record, we deem it appro- 
priate, for the purposes of this case, to accept these adjustments in 
the cost of service allowed Mississippi for the test period. 

Summary of cost of service——Upon consideration of the foregoing 
and the entire record, we find that the total overall cost of service for 
the test period is $20,615,768, as follows: 
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Item Amount 
(1) (2) 
1s supply 
CN aad icin cece dierent tet eonnicniinatal ied $8, 752, 470 
Purchased gas expenses_____--.----- staat 2 60, 524 


OSS 60 Wiis ns ccna ened 8, 812, 994 


NII CUI cesses cissisiiatinshiiacneiatiat ial tabiagheiaeainiate 2, 804, 193 
I I isn aeceseieseirniraaticnin scan eneienaeinetelaal 96, 727 
istomers’ accounting and collection expenses_______....-_____- 74, 213 
a I IN sii tac ctl ices ints aight aga 23, 921 
lIministrative and general expenses_____-_.-----_~ eee 1, 009, 25 
TIN esi nsession ci ce ace date 4, 008, 305 


Total operating expenses_____--____-_ ai ata! 12, 821, 299 


epreciation and amortization__._.__......-~-- hace Sites ea eapiiniRiis Gods 2, 223, 230 
axes—property ._------ lc ici ten ea a a acid 533, 116 
I cise a ectncen i ni ita satin npg ab iciabaaaaa aia ee 74, 946 
SURG TROND, a cisictcctiiiatidccdntackenddaees 74, 824 


Total before federal income taxes and return 
ederal incomes taxes @ 52 percent 


iedincameeeos _. 15, 727, 415 
wtdecls __. 2,167, 892 


eturn @ 6 percent... ................ ical ed eae 2, 730, 986 
I ate ecincin cl ec aaa ee 


ther gas revenues___-_ oe ciate ee ee (10, 525) 


ost of service______ scl iig iigihdaletens aha aceiaccadantandaennaapsaeapaial $20, 615, 768 


ALLOCATION OF COSTS 


The record in this proceeding presents a cost allocation problem. 
fississippi, the staff and Laclede each introduced evidence upon the 
ubject ; Mr. H. Zinder testified for the company, Mr. Frank S. French 
or the commission staff, and Mr. Charles A. Ashby, Jr., for Laclede. 

We have had recent opportunities to consider at length the problem 
f proper allocation of the several and joint costs entering into the 
otal cost of service of natural-gas pipeline companies, particularly, 
1 the Commission’s opinion /n the Matters of Atlantic Seaboard 
‘orp., et al., 11 F. P. C. 48, 52 et seg.; and in its opinion /n the Matters 
f Northern Natural Gas Co., 11 F. P. C. 123, 134 et seq. 

The controversy generally engendered in rate proceedings as to the 
roper method of allocation of costs, as we have previously pointed 
ut, stems largely from the fact that the relative importance of the 
emand (capacity) and commodity (volume) functions of a natural 
as pipeline system cannot be measured with mathematical accuracy, 
nd that, in the final analysis, the classification of cost to these respec- 
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tive functions are and must be largely dictated by informed judgment. 
That this is so, is amply demonstrated by the evidence upon classifica- 
tion of cost in this record. The problem here of classifying joint costs 
associated with the capacity and volumetric functions performed by 
Mississippi’s natural gas transmission pipeline facilities, as always, 
is difficult. It is not unlike the problem that was presented to the 
Supreme Court in the Colorado Interstate case, as to which it stated: 
“Allocation of costs is not a matter for the slide-rule. It involves 
judgment on a myriad of facts. It has no claim to an exact science.” 
Colorado Interstate Gas Co. v. Federal Power Commission, 324 U.S. 
581, 589. 

Upon consideration of the evidence pertaining to the allocation issue 
in this proceeding, we find that what we stated in the Atlantic and 
Northern cases, opinions 11 F. P. C. 43 and 11 F. P. C. 123, supra, 
is generally applicable here. Throughout our administration of the 
Natural Gas Act, as we pointed out in our opinion in the Atlantic 
case, supra, we have continuously striven to develop—and improve— 
methods of allocation which would most properly apply to the natural- 
gas industry’s activities subject to our rate jurisdiction. The methods 
used in the determination of early rate proceedings '* were modified 
somewhat in our later decision in the Mississippi River Fuel Corp. 
case 7° on the basis of additional experience. T'urther experience and 
knowledge gained since the time of our decision in that Mississippi 
case—continued study of this troublesome question—disclosed the 
need for further modification in the method of allocation applied in 
the earlier Mississippi case referred to, as well as rate proceedings 
antedating that case, if results were to be obtained which would be 
equitable to the various classes of customers and which would attribute 
to each such class its proper share of the cost. After a careful con- 
sideration of the record before us here, in the light of the methods of 
allocation found proper on the records in prior rate proceedings, we 
are convinced that the method of allocation of costs approved by us 
in the recent Atlantic and Northern cases, supra, is properly appli- 
cable in the instant proceeding. 

Cost classification —The company and staff witnesses classified costs 
as “demand,” “commodity,” and “other,” their “other” costs being 

12 Jn the Matter of Canadian River Gas Co., 3 F. P. C. 32, affirmed sub nom., Colorado 
Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581; City of Cleveland y. Hope 
Natural Gas Co., 3 F. P. C. 150, affirmed, Federal Power Commission v. Hope Natural Gas 
Co., 320 U. S. 591; In the Matter of Interstate Natural Gas Co., 3 F. P. C. 416, affirmed, 
Interstate Natural Gas Co. v. Federal Power Commission, 331 U. S. 682; In the Matter of 
Cities Service Gas Co., 3 F. P. C. 459, affirmed, Cities Service Gas Co. v. Federal Power 
Commission, 155 F. 2d 694, cert. denied, 329'U. S. 773. 

13 Jn the Matter of Mississippi River Fuel Corp., 4 F. P. C. 340, affirmed in part, reversed 
in part, and remanded; Mississippi River Fuel Corp. v. Federal Power Commission, 163 


F. 2d 483, and disposed of on basis of agreement without further formal proceedings, 7 
F. P. C. 802. 
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customer costs. Laclede’s witness used only the classifications “com- 
modity” and “other,” his “other” costs corresponding substantially to 
“demand” costs except that customer costs are also included—for prac- 
tical purposes, it appears the term “demand” can be used as synony- 
mous with the Laclede witness’ “other” classification. 

In the instant case the company witness, generally speaking, classi- 
fied fixed costs or expenses, except return on investment and related 
income taxes, to the capacity or demand function; return and income 
taxes were classified equally between the demand and volume; and 
variable costs were classified as volumetric or commodity costs." 
Laclede’s witness generally speaking initially classified costs in a 
similar fashion except return on investment and related income taxes. 
This witness classified income taxes other than federal in accordance 
with the ratio of the classification of all other costs exclusive of in- 
come taxes and return; classified federal income taxes (calculated 
without benefit of income deductions) on the basis of the same ratio; 
computed such income taxes with the benefit of income deductions 
and classified the difference as a credit to the demand classification. 
The witness classified return in accordance with the ratio of all other 
expenses, including income taxes. The staff witness, on the other 
hand, classified all fixed costs or expenses equally between demand 
and volume, including return and income taxes, but, as the company 
witness, classified variable expenses to commodity. 

All three witnesses, the company, staff, and Laclede, classified cost 
of gas purchased to demand or commodity, depending upon whether 
the gas was purchased and paid for upon a demand or commodity 
basis.*° Purchased gas expense was classified by the staff and Laclede’s 
witness as 100 percent to commodity ; however, the company witness 
classified this equally to demand and commodity, without a detailed 
study, because he thought there was some element of that cost propor- 
tional to commodity and because the account was small. We are of 
the opinion, however, that purchased gas expense should, upon the 
record here, be classified entirely to commodity, since such costs appear 
directly related to the annual volumes of gas purchased and sold. 

A major difference is presented with respect to the classification 
of transmission compressor station labor and supplies and expenses. 
According to the company’s witness, these costs are in part constant, 

%In his classification of cost the company witness used principally four percentages, 
with the following connotations: 100 percent—entirely proportional; 90 percent—some 
minor amount not entirely proportional; 75 percent—predominantly proportional; and 
50 percent—not predominantly proportional to either demand or commodity or equally 
proportional to each, 

% In the allocation exhibit presented by the staff witness, the $78,000 per year paid to 
Arkansas-Louisiana Gas Co. was assigned to commodity; however, the witness acknowl- 
eged, that since the charge was in the nature of a demand charge, the amount should be 


classified 100 percent to demand. With this exception the three witnesses made the same 
classification of cost of gas purchased. 
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related to capacity, and in part variable, related to annual use; in his 
judgment, the labor costs should be classified 75 percent to demand 
and 25 percent to commodity, and the supplies and expenses should 
be classified 50 percent to demand and 50 percent to commodity, except 
compressor fuel which the witness classified entirely to commodity. 
Laclede’s witness classified the compressor station labor costs entirely 
to demand and classified compressor station supplies and expenses en- 
tirely to commodity, except compressor fuel which the witness classi- 
fied on the basis of the ratio of purchased gas. The staff witness, 
however, classified all these costs entirely to commodity, except com- 
pressor fuel which he classified on the basis of the ratio of purchased 
gas. He testified that such costs, in his opinion, are predominantly 
variable costs, in other words, that such costs varied to such an extent 
with the variations in the volumes of gas transported that they are 
properly allocable entirely to commodity. 

Extensive evidence was developed in the record, particularly with 
respect to the foregoing classifications by company and staff witnesses. 
From this, it is clear that such classifications rest upon neither mathe- 
matical determinations nor determinations made by means of worth- 
while cost behavior studies made by the witnesses. When the load 
factor of a system approaches 100 percent—the record indicates more 
than 90 percent in this case for the Mississippi system—the various 
classes of costs do not fluctuate materially and attempt to measure cost 
behavior under greatly different load factor conditions are not reliable 
guide posts. The record here makes this abundantly clear. 

Upon consideration of the evidence pertaining to the proper classi- 
fication of compressor station operating labor, we are convinced that 
such labor cost is not related solely to capacity or solely to the volumes 
of gas handled. It seems clear that compressor station labor serves 
both the demand and commodity functions in the pipeline operations 
of Mississippi. As we stated in the Atlantic case, opinion 11 F. P. C. 
43, 54: 


* * * A pipeline would not normally be built to supply peak service, that is to 
say, service on the peak days only. We know from our administration of section 7 
of the Natural Gas Act, which involves the issuance of certificates of public con- 
venience and necessity, that pipelines are built to supply service not only on the 
few peak days but on all days throughout the year. In proving the economic 
feasibility of the project in certificate proceedings, reliance is placed upon the 
annual as well as the peak deliveries. Stated another way, the capital outlay for 
the pipeline facility is made—and justified—not only for service on the peak days 


but for service throughout the year. Both capacity and annual use are important 


considerations in the conception of the project and in the issuance of certificates 
of public convenience and necessity. 


Both capacity and volume, therefore, are 
what are known as cost factors or incidences in respect to the capital outlay for a 
It follows that reasonably accurate results can be achieved only 
by allocating the fixed expenses flowing from the capital outlay to both operating 
functions, viz., capacity and volume. 


pipeline project. 
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n the light of the foregoing and upon the basis of evidence in this 
ecord, we are unable to conclude that one function predominates over 
he other. A determination of how much compressor station operating 
abor should be classified to demand and how much should be classified 
o commodity is, as the witnesses in this proceeding concede, a deter- 
nination that must rest primarily, if not wholly, upon judgment. 
\ccordingly, in the circumstances reflected by this record, it is our 
udgment that the classification of compressor station labor costs 
hould be made equally to demand and to commodity. We find such 
lassification to be fair and reasonable. 

We also find that it is appropriate to classify compressor station 
upplies and expenses entirely to commodity since the record liscloses 
hat these expenses consist mainly of gas used as fuel in the engines and 
ubricating oil, both of which are directly related to engine-hours oper- 
ited, which, in turn, can be translated into gas pumped or commodity 
osts. 

An issue is presented with respect to the classification of other trans- 
nission operating expenses. The company witness classified maps and 
‘ecords 100 percent to demand, mains and measuring and regulating 
tation labor 75 percent to demand and 25 percent to commodity, and 
supplies and expenses for mains and for measuring and regulating 
stations 50 percent to demand and 50 percent to commodity. The 
Laclede witness classified all these costs 100 percent to demand. The 
staff witness classified these costs 50 percent to demand and 50 percent 
o commodity. On the record before us we are of the opinion that 
these costs should be considered as fixed costs since they only vary to a 
minor extent with volume, but are incurred for both peak and annual 
uses. For the reasons hereinbefore stated, we find that such costs 
should be classified to reflect demand and volume equally. In our judg- 
ment such allocation here is appropriate and fair. Accordingly, we 
have classified 50 percent of such costs to demand and 50 percent to 
commodity. 

Maintenance of compressor station equipment is classified by the 
company witness 75 percent to demand and 25 percent to commodity, 
whereas the staff and Laclede’s witness classified this expense 100 per- 
cent to commodity. In this case, the maintenance of such equipment is 
primarily related to use, since it consists mainly of the replacement 
of the moving parts of engines used to compress the gas, which, in turn, 
is entirely related to the volumes of gas compressed. We find, there- 
fure, upon this record that the maintenance of compressor station 
equipment should be classified 100 percent to commodity. 

Other maintenance expenses were classified 100 percent to demand 
by the company witness with the exception of the maintenance of 
measuring and regulating station equipment which was classified 75 
percent to demand and 25 percent to commodity, whereas the staff 
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witness classified 50 percent of these expenses to demand and 50 per- 
cent to commodity, and the Laclede witness classified these expenses 
100 percent to demand. On the record here, we are of the opinion that 
such costs can properly be classified as fixed costs. Since these costs 
are incurred for both peak and annual uses and, for the reasons herein- 
before stated, we find that they should be classified to reflect demand 
and volume equally. Accordingly, we have classified 50 percent of 
such costs to demand and 50 percent to commodity. 

No issue is raised concerning the classification of supervision and 
engineering costs relating to transmission operations and to trans- 
mission maintenance. Supervision and engineering expenses relating to 
transmission operations were classified by all three witnesses in accord- 
ance with the ratio of supervised expenses, excluding gas used for com- 
pressor station fuel. Likewise, the witnesses classified supervision and 
engineering expenses relating to transmission maintenance in accord- 
ance with the ratio of supervised maintenance expenses. We find that 
in the circumstances presented in this case such classification of super- 
vision and engineering expenses is appropriate and fair. 

With respect to the classification of distribution expense and cus- 
tomers’ accounting and collecting, the company witness classified these 
costs on the basis of meters. This witness classified sales promotion 
expense 50 percent to demand and 50 percent to commodity. The 
Laclede witness classified distribution operating expense and sales pro- 
motion 100 percent to commodity and the remainder of the referred 
to expenses entirely to demand. The staff witness classified sales pro- 
motion 100 percent to commodity, classified distribution maintenance 
and miscellaneous expenses 50 percent demand and 50 percent com- 
modity, and classified distribution operating expenses and customers’ 
accounting and collecting costs 100 percent upon the basis of metering 
units. The record discloses that the market demands upon Mississippi 
exceed its system capacity. It is obvious here that sales promotion re- 
lates to improving load factor, or the annual volume of sales. In the 
circumstances, we are of the opinion that it is proper to classify this 
cost 100 percent to commodity. Since customers’ accounting and col- 
lecting, as well as distribution operating expense, are mainly related 
to the measurement of and billing for gas sold, such costs are ap- 
propriately classified as customer costs and allocated to each class of 
service on the basis of metering units. It would appear that the other 
distribution costs (maintenance and miscellaneous) do not measurably 


vary with volume and should be classified as fixed costs. As such’ 


costs are incurred for both peak and annual uses, they should, in our 
judgment, be classified to reflect demand and volume equally. 

The classification of depreciation expenses presents an issue here. 
The company and Laclede witnesses classified this expense entirely 
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o demand whereas the staff witness classified 50 percent of this cost 
o demand and 50 percent to commodity. The company witness made 
he classification entirely to demand for the reason that he considered 
lepreciation to be a fixed quantity proportional to the investment in 
he plant, whereas the Laclede witness considered it to be an expense 
ndependent of the volumes of gas sold and, accordingly, classified it 
00 percent to demand. The staff witness classified depreciation 
qually between demand and commodity. He expressed the opinion 
hat the expense is related in part to the functional life of the property 
life of gas supply) as distinguished from its physical life. 

The classification of the depreciation expense entirely to demand, as 
such expense was classified by the company and the Laclede witnesses, 
s premised upon the assumption that such depreciation expense, being 
. constant cost, should be allocated 100 percent to demand. As stated 
yreviously, we cannot agree that all constant costs are demand costs. 
In our opinion, the demand and volumetric functions should be given 
qual weighting, in other words, 50 percent of the annual deprecia- 
ion expense should be classified to demand and 50 percent to com- 
nodity. This is consistent with the treatment accorded return by 
he company witness, which he classified 50 percent demand and 50 
vercent to commodity, which we find to be proper. There is good 
reason for treating depreciation and return alike, for they are related 
tems of cost, one being a return of capital and the other being a return 
ipon capital. Upon consideration of the record here and for the fore- 
roing reasons, as well as the similar reasons stated in our opinions 
in the Atlantic case, 11 F. P. C. 438, 57, and Northern case, 11 F. P. C. 
123, 139, we find the classification of depreciation expense 50 percent to 
lemand and 50 percent to commodity is proper and fair in this case. 

An issue is presented with reference to the classification of return 
ud taxes. The company and staff witnesses classified return, and in- 
‘ome taxes associated therewith, equally to demand and commodity. 
Che staff witness also classified other taxes equally to demand and 
‘commodity. The company witness, however, classified property and 
franchise taxes 100 percent to demand, on the basis that these taxes 
represented a fixed charge: and classified payroll and miscellaneous 
faxes 75 percent to demand and 25 percent to commodity; this latter 
‘lassification was made in accordance with his treatment of operating 
labor. The witness classified all other taxes entirely to demand. The 
Laclede witness classified income taxes other than federal in accord- 
ance with the ratio of the classification of all other costs exclusive of 
income taxes and return; classified federal income taxes (calculated 
without benefit of income deductions) on the same ratio; computed 
such income taxes with the benefit of income tax deductions and classi- 
fied the difference as a credit to demand. This witness classified re- 
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turn in accordance with the ratio of all other expenses including in- 
come taxes. Upon consideration of the evidence before us, we are not 
convinced that the classifications proposed by the Laclede witness of 
return and taxes is proper. From the evidence and our study of the 
problem presented here with respect to classification of return and 
taxes, it is our judgment that the demand and commodity functions 
are of equal importance or significance, that is to say, that 50 percent 
should be classified to demand and 50 percent to commodity. In this 
manner, all gas transported by the pipeline under consideration will 
share in these various costs incurred in transporting gas. From the 
record it appears that these costs are relatively fixed costs that are 
incurred for both peak and annual uses and for such reasons should be 
classified to reflect demand and volume equally. In our judgment, 
such classification here is appropriate and fair. 

An issue is presented concerning the classification of administrative 
and general expense. The staff and the Laclede witnesses classified 
this expense to demand and commodity wpon the ratios developed upon 
all other supervised expenditures, exclusive of compressor station fuel 
gas and purchased gas, but including purchased gas expense. The 
company witness classified this expense to demand and commodity, 
using several different percentage rates. Such witness attempted to 
break down this expense into various selected component items and 
make individual determinations of each such selected expense item. A 
similar approach was attempted by the same witness in the Northern 
case, supra. As we stated in our opinion in that case (11 F. P. C. 
123, 140), to give any consideration to this method of classification of 
administrative and general expense, equal treatment should be ac- 
corded the thousands of other items and expenses making up the total 
cost of service. Obviously this would be unworkable. What we said 
in the Northern case is equally applicable in the instant case. Upon 
the record, we find the classification used by the staff and the Laclede 
witnesses, which is consistent with our treatment of this expense in 
past cases, is appropriate and, accordingly, we shall adopt it in this 
case. 


Allocation of classified costs.—No issue is raised by the record con- 


cerning the allocation between Mississippi’s jurisdictional and non- 
jurisdictional sales of the costs classified as “commodity” costs by the 
three witnesses testifying on allocation. All witnesses allocated what 
they respectively classified as commodity costs upon the basis of the 
annual volumes of gas delivered and sold by Mississippi during a test 
year, 40.936 percent of the cost classified as commodity costs being 
allocated to the company’s jurisdictional business or sales. 
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A major issue is presented, however, concerning the allocation be- 
tween jurisdictional and nonjurisdictional sales of the costs classified 
as “demand” costs by the three witnesses. As already noted, the 
Laclede witness’ “other” classification appears, for all practical pur- 
poses here, to be synonymous with the term “demand.” 

The company and staff witnesses utilized coincidental demands for 
allocating responsibility for costs which these witnesses respectively 
classified as “demand” costs. The company witness used a class peak 
whereas the staff witness used a system peak. The company witness 
used a five-day period (January 29 through February 2, 1951) of peak 
firm gas demand when the company experienced average daily sales of 
387,942 M. c. f., an average temperature of 5.4°, and 89.397 percent of 
such sales being jurisdictional. The staff witness used a five-day 
period (February 14 through 18, 1951) of system peak demand when 
the Company experienced average daily sales of 399,124 M. c. f., an 
average temperature of 38°, and 55.74 percent of such sales being 
jurisdictional. 

The allocation method used by the Laclede witness differed from the 
methods used by the company and staff witnesses. The Laclede wit- 
ness used the average day of the actual (five-day) peak period of sales 
to jurisdictional customers during each month or (11 preceding 
months, whichever was the largest) to determine their responsibility, 
and used the difference between the peak responsibility thus deter- 
mined and the average day of the system (five-day) peak period 
(which might or might not be the same period) during each month 
(or 11 preceding months, whichever was the largest) to determine the 
peak responsibility of the nonjurisdictional customers. In this manner 
the witness determined the peak responsibilities for each month of the 
test year, and then added them together and divided by twelve to 
obtain monthly averages which the witness designated as “maximum 
day responsibility.” ‘Then, in order to give weight to the average use 
of the company’s system, Laclede’s witness added to the “maximum 
day responsibility.” ‘Then, in order to give weight to the average use 
responsibility” (obtained by dividing the jurisdictional annual sales by 
the number of days in the test year) and divided the sum by two to 
obtain an average. An average for the system as a whole was ob- 
tained similarly, by adding together the maximum day demand and 
average day demand for the system to arrive at a total, which total 
was then divided by two, to obtain an average for the system. The 
Laclede witness then divided the average for the jurisdictional sales by 
the average for the system as a whole to arrive at a percentage for 
allocating “demand” costs (designated “other” costs by him) for 
jurisdictional sales. 
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The overall results of the allocations by the three witnesses may be 
summarized as follows : 


Costs classified as— 


‘*Demand costs” “‘Commodity costs” 


Witness allocated to allocated to 
. 
Jurisdic- Nonjuris- Jurisdic- | Nonjuris- 
tional dictional tional | dictional 
Company 89. 396 | 10. 604 | 40. 936 | 59. 064 
Staff _- : 55. 74 44. 26 40. 936 | 50. 064 
Laclede _ - ‘ 53. 601 46. 399 40. 936 59. 064 


By using a class coincidental peak period, the company witness 
assigned nearly 90 percent of all demand costs to the company’s juris- 
dictional business or sales, and by using a coincidental system peak 
period the staff witness assigned approximately 56 percent of such 
costs to such business or sales in the test year, when less than 41 
percent of the company’s annual sales volumes were to its jurisdic- 
tional customers. By using a different method, the Laclede witness 
has assigned approximately 54 percent of the demand costs to the 
jurisdictional business. These marked differences, particularly be- 
tween the company, on one hand, and the staff and Laclede witnesses, 
on the other hand, emphasize the importance of selecting a proper 
basis for allocating costs classified to demand. 

The evidence shows that the coincidental system peak period se- 
lected by the staff witness was the five-day period when the company’s 
system sales were higher than any other five-day period during the 
test year. It appears from the record that the company’s system sales 
in this period approximated its system capacity. From this period 
the staff witness obtained the 55.74 percent ratio. The record shows 
that the result thus obtained was compared by the witness with system 
peak periods in prior years; the witness testified that the five-year 
average for the company approximated 53 percent. In sharp contrast 
is the 89.396 percent ratio obtained by the company witness by his 
selection of the coincidental firm peak demand period, namely, the 
five-day period in which the company’s firm sales were higher than 
any other five-day period during the test year. Though this happened 
to be the coldest five-day period in such year, the average daily sales 
were more than 10,000 M. c. f. less than the company’s system capacity. 

Significantly, the company’s president testified that the system peak 
period selected by the staff witness was a “normal” period of opera- 
tions and that “there is nothing unusual about it.” He stated, on the 
other hand, that the company in 21 years of operation had not ex- 
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perienced any other period that presented “as severe operating condi- 
tions” in meeting the demands of all its customers as the period 
selected by the company’s allocation witness. It thus is abundantly 
clear, upon the company’s own admission, that the period selected 
by the company witness is an abnormal one, whereas the period used 
by the staff witness is a normal one and, accordingly, is more reason- 
ably representative of what is to be anticipated in the future. 

The company strongly urges as an objection to the system peak 
period selected by the staff witness that such period may not in fact 
be the system peak period. This objection concerns reintegration of 
meter charts recording the company’s jurisdictional and nonjurisdic- 
tional sales to identical 24-hour periods, since its sales for resale are 
measured on a 7 a. m. to 7 a. m. basis and its direct sales on different 
24-hour periods. The evidence shows that the staff witness selected 
the highest system peak period that was indicated by the company’s 
own records '°—the records used by it in its day-to-day operations— 
which were furnished by the company to the Commission staff repre- 
sentatives for examination and study in connection with this proceed- 
ing. In the circumstances we find this objection of the company to 
be without merit, particularly, where the company, as here, chose 
not to make available complete re-integrated meter readings of sales of 
either the test year or prior years, to which the staff’s studies extended. 

Upon consideration of the record here we are of the opinion that 
the company’s selected period does not provide a proper or fair basis 
for assigning demand costs. In no prior rate proceeding has the 
Commission based the allocation of demand costs upon only a class 
peak period as is proposed by the company witness in this case. We 
fail to find sound reasons for so doing in this case. Use of the system 
peak period selected by the staff witness accords with what the Com- 
mission has found in prior rate proceedings to be, and in this case 
such period provides, a proper basis for allocating demand costs be- 
tween the jurisdictional and nonjurisdictional business of a natural- 
gas company. We are of the belief that the allocation presented by 
the Laclede witness, upon the evidence of record here, corroborates 
the reasonableness of allocating, upon the basis of the system peak 
period selected by the staff witness, the costs classified as demand costs. 
We find that the peak period used by the staff witness is more repre- 
sentative of the actual maximum utilization of the facilities and, 





%The company, in its attack of the staff’s utilization of the company’s records, has 
reintegrated the limited five-day period involved and contends that the volumes of sales 
are less than that utilized by the staff and that the percentage of costs to be allocated 
in accordance with demand would, under the reintegrated basis ,be 0.86 of 1 percent less 
than as indicated by the daily volumes shown in its records, 
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accordingly, we adopt such period as being a fair and proper basis 
for allocating, between the company’s resale and direct business, the 
costs classified to demand. 

We therefore find that the classification and allocation of the total 
cost of service, as summarized in Tables I and II hereof, are fair, 
proper and reasonable. 


TABLE I 


MISSISSIPPI RIVER FUEL CORPORATION 


CLASSIFICATION OF COST OF SERVICE 
Twelve Months Ended February 28, 1951 


Cost of ne Commod- 
service Demand ity Other 





Particulars 












(a) (b) (ce) (d) (e) 


Gas Supply: 
Purchased Gas P Lote .| $9, 230, 464 | $1, 195, 439 | $8, 035, 025 
Purchased Gas E xpenses. a , 7 . 60, 524 | 60, 524 
Duplicate Charges—Cr sale (477, 994) ---------| (477, 994) 





Total Gas Supply-_-....---- ‘ . at ‘$12 2, 994 + 195, 439 7, 617, 555 


Transmission: 
Operation: 


Supervision and Engineering-- ‘ a 7 . 138, 566 55, 426 83, 140 | 
Compressor Station Labor -- - gael 885,404 | 442,702 | 442,702 

Comp. Station Supplies and E xpense- ‘ ‘ 785, 844 |__- 785, 844 ceneneal 
Other Operating Expense-- istic ae Ps 363, 278 181, 639 | EE Vevcnncnaus 





2, 173, 092 | "697, 767 | 1, 493, 325 





Total Operation_.- 















Maintenance: 
Supervision and Engineering i - 7 y : 18, § 519 | 3, 519 15, 000 
Compressor Station Equipment ; ra SAD Eccinwenuisenten 369, 366 |___. 
Other Maintenance Expenses , 817 | 112, 908 112, 909 |____ 








Total Maintenance_.-_-- : x : 613, 702 | 116, 427 | "497, 275 





Miscellaneous Trans. Expenses . ated tacatats 17, 399 8, 699 | 8, 700 








ROE CCNOMIMIII.. 5. 55s och cncnn < | 2,804,193 | "804, 893. 1, 999, 300 


Distribution: 









NNN gg eS ae a ok hl es eres | $13, 659 
IR nin odbc tambandbbrcnnebewaues aSiaewee 81, 719 40, 859 | SED licwcwunnen 
Miscellaneous. -- iavimetiudinigaiapdciaditutcncnne 1, 349 674 675 enti 













Total Distribution. -.--........- suit ie poaiiibaide 96, 727 | 4}, 533 41, 535 1, 659 









Customers Acctg. and Collecting awnancad Ss cininlieticemediadl 74, 213 
Sales Promotion ___..--. ee Nee eee 23, 921 |-- | 23, 921 


Administrative and General___---------2--2_-= -| 1,009,251 | 330,328 | 644,609 | 34, 314 












Total Operating Expenses sheeted arate .| 12,821,299 | 2, 372, 193 10, 326, 920, _ 186 
Depreciation and Amortization : ee | 2,993,230 | 1,111,615 | 1,111,615. wes 


Taxes_ ‘ bijbcshe Rs a oe a ieee ee | 2,850,778 1, 


425, 389 1, 425, 389 
Return @ 69 X 


niibinabdiaiewans scplantcpedinevodas ...--.| 2,730, 986 1; 365, 493 | 1 1, 365, 493 





Subtotal. __-_- A . ‘ods ies nA 20, 626, 293 6, 274, 690 | 14, 229, 417 122, 186 
Other Gas Revenues—Cr__ a aud (10, ¢ 5) (5, 262) (5, 263) |. oun 


















Total Cost of Service_......-..- ps : 20, 615 ), 768 , 269, 428 | 14, 224, 154 | 122, 186 
GAS SERVICE REVENUES 









24, 273, 420 








REVENUES OVER 6% RETURN............-------- ROUNDS oR ed 
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FURTHER FINDINGS AND ORDER 


Upon consideration of the entire record in this case we find that 
Mississippi has not sustained the burden of proof, as imposed upon it 
by section 4 (e) of the Natural Gas Act, to show that the increased 
rates and charges under consideration here are just and reasonable. 
These are the rates and charges set forth in first revised sheet No. 4 
and first revised sheet No. 6 to Mississippi’s F. P. C. gas tariff, orig- 
inal volume No. 1, which sheets were filed on February 28, 1951. We 
further find that Mississippi has not established on the record before 
us that the rates and charges contained in original sheets Nos. 4 and 
6 to its F. P. C. gas tariff, original volume No. 1, will not provide 
to Mississippi adequate revenues for meeting the cost of service of 
its jurisdictional business, including a reasonable rate of return on 
the net investment in the utility property devoted to rendering such 
service. Upon consideration of the foregoing and the record here, 
and for the reasons stated herein, we find that a fair appraisal of such 
record reveals Mississippi's revenues from its sales to utilities for resale 
in the 12 months ended February 28, 1951, the test period selected by 
the company, exceeded the cost of such service by approximately 
$352,475. 

Mississippi filed on June 9, 1952 a motion, supplemented on June 
30, 1952, requesting the reopening of the record herein and requesting 
leave to adduce evidence concerning items of expense and rate base 
relating to the 12-months period ended March 31, 1952. Laclede, Mid- 
South, Union Electric, the Director of Price Stabilization, and the 
Commission staff object to any reopening. 

The motion in question contemplates, for all practical purposes, 
the retrial of substantially all the issues already heard in this case 
upon the basis of a test year different from that voluntarily chosen 
and used by Mississippi in undertaking at the hearings already held 
to meet the burden of proof placed upon the company by the Natural 
Gas Act, to show that its proposed increased rates and charges are 
just and reasonable. The company has been afforded, as is clearly 
shown by the record, a most extended and full opportunity to pre- 
sent evidence to justify the increased rates filed on February 28, 1951, 

which are under consideration in this case. After carefully consider- 
ing the motion for reopening and the objections interposed thereto, as 
well as the record now before us, we find that the motion should be 
denied and, accordingly, our order will so provide. Cf., /nterstate 
Commerce Commission, et al. v. Jersey City, et al., 322 U.S. 503, 514 
et seq. 

On the basis of the record and for the reasons stated herein, each of 
the proposed findings and conclusions submitted by the parties for 
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1e Commission’s consideration is hereby rejected except so far as the 
ime have been adopted in this opinion and order. Upon considera- 
on of the foregoing and the entire record, the Commission further 
nds: 

(1) Good and sufficient cause has not been shown for granting 
he motion filed on June 9, 1952, as supplemented on June 30, 1952, 
or leave to adduce additional evidence in this proceeding and, accord- 
igly, it is necessary and appropriate for carrying out the provisions 
f the Natural Gas Act that the aforesaid motion be denied as herein- 
fter ordered. 

(2) No new facts have been alleged or presented, and no principles 
f law have been stated, in Mississippi's application filed on June 24, 
952, for rehearing and rescission of the Commission’s order issued 
une 4, 1952, omitting the intermediate decision procedure herein, 
vhich either were not fully considered by the Commission before it 
ntered such findings and order, or, having now been considered, 
varrant rehearing, modification, or rescission of such findings and 
rder; and, accordingly, it is necessary and appropriate for carrying 
ut the provisions of the Natural Gas Act that the aforesaid applica- 
ion be denied as hereinafter ordered. 

(3) The proposed increased rates and charges for the sale of natu- 
‘al gas by Mississippi in interstate commerce for resale as contained 
n first revised sheet No. 4 and first revised sheet No. 6 of Mississippi’s 
FY. P. C. gas tariff, original volume No. 1, have not been shown to 
e just, reasonable and lawful under the Natural Gas Act and, accord- 
ngly, the said proposed increased rates and charges should be denied, 
ind the said first revised sheets Nos. 4 and 6 should be cancelled, as 
iereinafter provided and ordered. 

(4) The difference between the increased rates and charges con- 
tained in the aforesaid first revised sheet No. 4, and the rates and 
eharges contained in the aforesaid original sheet No. 4, to Mississippi's 
iforesaid F. P. C. gas tariff, original volume No. 1, which difference 
has been collected, commencing as of September 1, 1951, and continu- 
ing to this time, by Mississippi under bond in accordance with the 
permission heretofore granted in the Commission’s order herein issued 
September 4, 1951, is not justified and, accordingly, all amounts so 
collected and constituting such difference should be refunded with 
interest, by Mississippi to its utility customers as hereinafter provided 
and ordered. 

The Commission orders : 

(A) The aforesaid motion filed by Mississippi on June 9, 1952, as 
supplemented on June 30, 1952, to adduce additional evidence in this 
proceeding, be and the same is hereby denied. 





322 FEDERAL POWER COMMISSION 


(B) The aforesaid application filed by Mississippi on June 24, 1952 
for rehearing and rescission of the Commission’s order issued June 4, 
1952, omitting intermediate decision procedure in this proceeding be 
and the same is hereby denied. 

(C) The increased rates and charges for the sale of natural gas by 
Mississippi in interstate commerce for resale as contained in first re- 
vised sheet No. 4 and first revised sheet No. 6 to Mississippi’s F. P. C. 
gas tariff, original volume No. 1, referred to in further findings (3) 
and (4) hereof, be and the same are hereby denied and the said first 
revised sheets Nos. 4 and 6, are hereby cancelled. 

(D) The aforesaid first revised sheet No. 4 to Mississippi’s F. P. C. 
gas tariff, original volume No. 1, be and the same is hereby determined 
to be, as of September 1, 1951 and ever afterwards, without force and 
effect, and, accordingly, the Secretary of the Commission shall remove 
the same from the said F. P. C. gas tariff and volume, and shall insert 
in lieu of said sheet, Mississippi’s original sheet No. 4 into said tariff 
and volume. 

(E) The aforesaid first revised sheet No. 6 to Mississippi’s F. P. C. 
gas tariff, original volume No. 1, be and the same is hereby determined 
to be without force and effect from and after the date of the issuance 
of this opinion and order, and, accordingly, the Secretary of the Com- 
mission shall remove the same from the said F. P. C. gas tariff and 
volume, and shall insert, in lieu of said sheet, Mississippi’s original 
sheet No. 6 into said tariff and volume. 

(F) Effective as of the date of the issuance of this opinion and 
order, the permission heretofore granted in the Commission’s order 
herein issued September 4, 1951, allowing Missisippi to collect and 
receive, subject to filing of a bond, the increased rates and charges con- 
tained in the aforesaid first revised sheet No. 4 to its F. P. C. gas tariff, 
original volume No. 1, be and the same is hereby terminated. 

(G) Within 45 days from the date of the issuance of this opinion 
and order, Mississippi shall refund to its respective resale customers 
the difference between the amounts received by it by reason of the 
aforesaid revised tariff sheet described in paragraph (D) above, and 
the rates and charges contained in the original sheet No. 4 to Missis- 
sippi’s F. P. C. gas tariff, original volume No. 1, together with interest 
on the amounts of each such refund at the rate of 6 percent per annum, 
from the date of payment thereof to Missisippi to the date of repay- 
ment thereof by it to each of said purchasers. Mississippi shall bear 
all costs incidental to the making of such refunds. 

(H) Within 60 days from the date of the issuance of this opinion 
and order, Mississippi shall certify, in writing and under oath, to the 
Commission that it has fully complied with this opinion and order, 
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and shall also furnish a detailed statement, in writing and under oath, 
showing the method of calculation, the dates and amounts of all such 
payments and refunds, and shall also furnish with such certification a 
satisfactory release from each of its resale purchasers evidencing the 
discharge of its liability to make such refund. 

(1) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceedings now pending or hereafter instituted. 

Adopted: July 29,1952. Issued: August 4, 1952. 





In THE MATTER OF 
COLORADO INTERSTATE GAS COMPANY 


Proceeding to Determine Reasonableness of Rates Under Section 5 
of Natural Gas Act 


Docket No. G—1115 


(Adopted July 31, 1952; Issued August 8, 1952) * 


Syllabus 


. In computing annual depreciation provision for rate base, service life method 
is considered to be reasonable and appropriate. P. 329. 

2. Commission finds that accrued depreciation and depletion to be deducted in 
determining rate base for 1952 is $18,182,793. P. 330. 

3. Rate base of Colorado for year 1952 upon which it is entitled to a fair re- 
turn is determined to be $57,048,988. P. 330. 

. Colorado’s claim for estimated increases in employees’ welfare expenses and 
provisions disallowed as a cost of service, because there is no evidence 
of record that such costs will be incurred. P. 332. 

5. Since Colorado failed to establish reasonableness of fee payments to execu- 
tives, such payments are not included as a part of Colorado’s cost of serv- 
ice to be recovered through rates subject to Commission jurisdiction. 
P. 334. 

. In computing depletion allowance for federal income tax purposes, Colorado 
is precluded from claiming 3.17 cents per M. ec. f. as wellhead value of 
gas produced by it in West Panhandle field by reason of its use of 5 cent 
wellhead value to support its application for certificate authorizing 
merger with Canadian River at Docket No. G-1326. PT. 337. 

Depletion allowance for federal income tax purposes is computed at 5 cents 
per M. ec. f. and on such basis proper allowance for these taxes is found 
to be $185,599. LV. 338. 

§. Commission finds that actual cost of company’s outstanding long-term debt 
and preferred stock is a proper measure of cost of borrowed money and 
of preferred stock funds in determining a fair rate of return for Colorado 
in this case. P. 340. 

. Based on record in this proceeding, Commission finds a rate of return of 
534 percent is fair, reasonable and adequate to assure confidence in finan- 
cial soundness of utility, to maintain its credit and to enable it to attract 
capital necessary for proper discharge of its public duties. P. 342. 

. In separating gasoline production and processing costs from total production 
costs, relative value method is found to produce fairer result in this in- 
stance than volumetric method. VT. 345. 

. Commission concludes that net loss from gasoline operations of $421,537 
shall not be considered as part of cost of service. P. 349. 

2. In apportioning total cost of service between jurisdictional and non-jurisdic- 
tional sales, total Federal income tax shall be assigned between produc- 
tion, transmission and distribution functions on the ratio that the return 
calculated for each function bears to total return. P. 350. 


*Designated Commission opinion No. 235. (Rehearing, infra p. 380.) 
EDITOR’S NOTE: Affirmed 348 U. S. 492 (1955) reversing 209 F. 2d 717 (C. C. A. 10, 1953). 
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3. Since production costs are so closely associated with volumes of gas pro- 


duced, they are properly classified as commodity costs. VD. 350. 


4. All fixed costs are not ipso facto translated into the demand classification, 


and such a determination rests on judgment rather than a mathematical 
formula. P. 351. 

For purpose of allocation of costs between jurisdictional and non-jurisdic- 
tional business, Commission concludes that compressor station labor 
should be classified equally between demand and commodity, while com- 
pressor station supplies and expenses, including maintenance of com- 
pressor station equipment, may properly be classified 100% ‘to com- 
modity. P. 351. 

Commission finds costs included in “other operating expenses” and “other 
maintenance expenses” should be classified 50% to demand and 50% to 
commodity, regardless of whether such costs are considered fixed. P. 352. 

Since demand and volume are both important costs incidents in depreciation, 
they should be given equal weighing, and depreciation should be classified 
509% to demand and 50% to commodity. P. 352. 


. Commission finds return to be a fixed cost and classifies return and income 


taxes (associated with return) equally between demand and commodity. 
P. 352. 

One hundred percent to commodity is determined to be correct classifica- 
tion for dehydration costs which are directly related to volume of gas 
processed. P. 353. 

Staff’s method of classifying distribution costs 50% to commodity and 50% 
to customers on basis of metering units found more reasonable and accurate 
than Colorado’s demand-commodity classification. P. 353. 

In allocating demand costs, transmission line costs should be allocated to 
transmission line sales when all production costs have been classified as 
commodity costs. P. 353. 

In spreading or assigning costs, all customers must share pro rata in total. 
Cost contract between Colorado and Amarillo Oil Co. is not such as to 
exclude Amarillo from such assigning or pooling of costs. P. 354. 


. Sales based on rates in existing rate schedules, such as sales to Public 


Service and Colorado Springs, should be included with jurisdictional busi- 
ness. P. 354. 

Under section 5 (a) of Natural Gas Act, Commission has no authority to 
order increase in rates to one customer in rate proceeding, even though 
its order will produce lesser total overall revenues. P. 361. 

. Commission requires Colorado to file rate schedules effecting reduction found 

due to customers other than Natural Gas Pipeline Co. P. 362. 


James L. White and Charles E. McGee for Colorado Interstate Gas 


Co. 


EF. A. Stansfield for Public Service Co. of Colorado. 
B. A. Foster and Jacob Goldberg for staff of the Federal Power 


Commission. 


By THE ComMMIssION : 


pursuant to section 5 of the Natural Gas Act, to determine whether 


OPINION 


On September 2, 1948, the Commission instituted an investigation 
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any rate, charge, service or classification observed, charged or collected 
by Canadian River Gas Co. (Canadian River) and Colorado Inter- 
state Gas Co. (Colorado) for or in connection with the transportation 
or sale of natural gas subject to the jurisdiction of the Commission is 
unjust, unreasonable, unduly discriminatory or preferential. Said 
section 5 of the Natural Gas Act empowers the Commission to deter- 
mine the just and reasonable rates to be thereafter observed and in 
force and to fix the same by order on a finding after hearing that 
any such rate is unjust, unreasonable, unduly discriminatory or 
preferential. 

Petitions to intervene in the proceeding were filed by Public Service 
Co. of Colorado, Natural Gas Pipeline Co. of America, Public Utilities 
Commission of the State of Colorado, the City of Denver and the 
City of Colorado Springs, all of which petitions were granted. 

Pursuant to our order of investigation, an extensive field examina- 
tion of the books, records, facilities and operations of respondent * was 
made by our staff. Hearings in this proceeding commenced on Oc- 
tober 1951, and concluded on April 4, 1952. Exhibits numbering 44 
were received in evidence and 1,798 pages of testimony were recorded. 
By order of May 23, 1952, we omitted the intermediate decision pro- 
cedure in this matter and fixed June 9, 1952, as the date for oral argu- 
ment before the Commission. The staff of the Commission and the 
respondent companies introduced evidence in this proceeding. None 
of the interveners offered any evidence, filed briefs or took part in the 
oral argument. 

Following the oral argument before the Commission, by letter of 
June 11, 1952, counsel for Colorado transmitted : 

(1) a copy of the minutes of the meeting of the Board of Directors 
of Colorado held on March 10, 1952, 

(2) a copy of the minutes of the meeting of the Board of Directors 
of Colorado held on May 16, 1952, and 

(3) a copy of the Post-Effective Amendment to the Registration 
Statement filed by Colorado with the Securities and Exchange Com- 
mission on April 30, 1952. 

In his letter of transmittal, counsel for Colorado requested that these 
three documents be considered a part of the record in this proceeding. 
Accordingly, they may be deemed to be incorporated into the record 
in this proceeding by reference to the official files of the Commission, 
and they are hereby identified as items R, S and T, respectively. 

Colorado owns and operates extensive natural gas production, 
gathering and processing facilities in the West Panhandle field of 

1 Subsequent to the initiation of this proceeding but prior to the commencement of hear- 
ings, the Commission authorized Colorado to acquire by merger the properties of Canadian 
River. Said merger was consummated on December 31, 1951. Hereafter, therefore, when 


we refer to Respondent, the reference will include both companies unless the text of the 
opinion otherwise indicates. 
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Texas and also purchases and processes large volumes of natural gas 
in the Hugoton field of Kansas. Colorado also owns and operates a 
transmission pipeline system extending from such fields to its terminal 
market area at Denver, Colo. Sales are made from such pipelines to 
distributing utilities for resale and to industrial customers. Colorado 
admits that it is a “natural-gas company” under the act. Respondent’s 
rates have been the subject of another Commission rate proceeding /n 
the Matter of Colorado Interstate Gas Company, 3 F. P. C. 32, 
affirmed, 324 U.S. 581. 

The staff of the Commission presented evidence from which the staff 
concluded that the rates of Colorado subject to our jurisdiction should 
be reduced by the sum of $3,227,287. Colorado contends, however, that 
it is not earning sufficient revenues to yield a fair return on its juris- 
dictional sales. 

We have carefully considered the entire record including the briefs, 
oral arguments and requested findings. Our findings and conclusions, 
hereinafter set forth, are dispositive of each and every one of the re- 
quested findings. It is our opinion that the presently effective rates 
and charges of Colorado are unjust, unreasonable and excessive and 
should be reduced as hereinafter ordered. 

The following table summarizes the difference between the staff and 
Colorado with reference to the rate base, and the various elements 
which make up the cost of service. We will discuss these differences 
and thereafter take up the various issues relating to cost allocation 
and the form of rates. 




















Staff Colorado Difference 
Rate Base 
Average balance: 
Plant in service-.-- i : . 7 $73, 162, 834 $73, 612, 834 |_..... 
Plant held for future use 5 erat 269, 213 ON ates aces 
$73, 432, 047 $73, 432,047 |____- . 
Less: Average reserve for depreciation and depletion - 18, 182, 793 18, 253, 259 $70, 466 
Contributions in aid of construction - - -- $ i . iia 139, 302 139, 302 aa 
Net investment in plant , ; $55, 109, 952 $55, 039, 486 ($70, 466) 
Working capital: } 
Cash allowance_....-.-. han eee 673, 363 779, 623 106, 260 
Material and supplies i 1, 381, 331 | 1, 381, 331 | enn 
Total rate base... .- ‘ _.| $57, 164,646 | $57, 200, 440 | $35, 794 
Revenues : : is : : | iar 
Gas service revenues. . auieeice .----| $17,962,532 | $17, 962, 532 ‘ 
I NN a creek iene aides 1, 141, 520 1, 141, 520 |....-... 
Total revenues.......- re ae | )hC UL lL 
Cost of Service ‘ ‘ | ‘ + 
Operating expemses........... sins ill piniesloniciee $8,417,707 | $9, 282, 680 $864, 97: 
Depreciation and depletion _- saiiaetes senate 2, 595, 427 2, 736, 361 | 140, 934 
Taxes other than Federal income... dnteakead : 1, 835, 229 1, 898, 994 | 63, 765 
Federal income taxes_-.--.-........- ieee swe onetibe eine winiamelniansiedl 2, 306, 808 | 2, 306, 808 
SI cstiinns nitentnecimiainesiene ae . acai 3, 286, 967 | 3, 718, 028 431, 061 
ee rene ee Gt cctninthnnnaaretl 585, 528 


niki datas haimicescicibeltcdstaulepiaias -| $15, 549, 802 $19, 942, 871 $4, 303, 069 
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TEST 





PERIOD 





There is no dispute as to the test period, both the staff and Colorado 
using the calendar year 1952. The basic figures presented were based 
on the most recent actual past operating experience adjusted to reflect 
known changes combined on a pro forma basis for the merged corpora- 
tion including the facilities authorized at docket G—-1326 and G-1677 
which went into operation in part in 1951 and the balance in 1952. 
We are of the opinion and find that the appropriate test period is the 
‘alendar year 1952. 

















RATE BASE 


As shown by the above table, the net difference of $35,794 between 
the staff and Colorado as to the rate base for 1952 relates to the 
amount deducted for accrued depreciation and depletion and to the 
cash allowance for working capital. The difference of $70,466 in 
the average balance for depreciation and depletion flows from the 
divergent methods used by Colorado and the staff in determining the 
annual depreciation provision for the year 1952. As will be noted 
from the cost of service section of the foregoing table, such difference 
in the annual expense for depreciation and depletion amounts to 
$140,934. The effect upon the average depreciation reserve balance 
is about one-half of that sum. 

The staff made a comprehensive study of the company’s facilities, 
its gas reserves and retirement experience and from such study de- 
veloped service lives for each particular segment of the company’s 
property. The testimony shows that major consideration was given 
to the functional or economic life of the enterprise. Colorado’s 
claimed annual allowance for depreciation was based upon the 
method which it has followed since January 1, 1948, in accounting 
for depreciation on its books.? Under this method which it terms the 
“remaining service life method” the annual provision is determined 
by taking the average net investment for the year and dividing it 
by the estimated number of years life remaining of the company’s 
properties. The company estimated the remaining life of its prop- 
erties to be 25 years from January 1, 1948. 

Prior to the adoption of such method on January 1, 1948, and 
since the conclusion of the earlier rate proceeding /n the Matter of 
Colorado Interstate Gas Co., 3 F. P. C. 32, the company had also 
followed the straight line—service life basis of depreciation as deter- 
mined by the Commission in that case. It presented no evidence 






















2The “remaining service life’ method accounts for approximately 85 percent of the 
annual provision for depreciation and depletion, the remainder being calculated on the unit 
of production and other bases, 
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which would justify a departure from the straight line-service life 
basis of depreciation which we determined in the prior rate proceed- 
ing and which the staff has used herein. The company’s contention 
appears to be that the service life method is inappropriate as there 
is no present basis for the projection of its present gas reserves be- 
yond 1972 and refers to a statement in our opinion /n the Matters of 
Colorado Interstate Gas Co., et al., 10 F. P. C. 105, as authority 
therefor. Colorado has misinterpreted such statement for what we 
there said related solely to Canadian’s acreage in the West Panhandle 
field and was not an appraisal of the company’s overall reserve pic- 
ture or economic life. 

The resulting difference between the staff and the company in the 
annual depreciation provision for 1952 exclusive of that portion relat- 
ing to the additional facilities authorized in docket Nos. G-1326 and 
G-1677 amounts to $44,258. As to such additional facilities the differ- 
ence amounts to $96,676. The staff witness recommended a 25-year 
service life for these new facilities based upon his appraisal of the 
reserves of Colorado in the West Panhandle field, the Hugoton field 
and the additional reserves proposed to be and in fact subsequently 
acquired by Colorado in the Keyes fields and South Keyes fields in 
Oklahoma. Under the company’s remaining life method, Colorado 
computed the annual provision for 1952 on a remaining life of 2014 
years for the facilities proposed to be placed in service during such 
year. 

From our review of the record we are convinced that the service 
lives recommended by the staff witness are reasonable and proper 
under the circumstances and we therefore find that such service 
lives should be used in computing the annual depreciation provision 
for 1952, 

Colorado argues that a major defect exists with respect to the staff’s 
devreciation studies contending that no correlation was made between 
annual and accrued depreciation, which, if made, would result 
in a lesser amount for accrued depreciation thus effecting an increase in 
the rate base. It seems hardly necessary to point out that the reserve 
for depreciation could not properly be adjusted for past accrued depre- 
ciation relating to the property certificated in docket Nos. G-1326 and 
G-1677, since most of such properties did not go into service until 1952. 
Therefore the alleged lack of correlation could only arise from the 
small annual difference of $44,258 applicable to plant other than that 
authorized in the above dockets. 

It has not been the practice to adjust depreciation reserves either 
upward or downward whenever changing circumstances makes neces- 
sary minor revisions of current depreciation rates. We have, in some 
instances, used the reserve requirement when we found that book re- 
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serves were accumulated through haphazard, unsound or improper 
accounting methods.’ On this record we could not make such a finding. 

Accordingly, we find that the accrued depreciation and depletion 
to be deducted in determining the rate base for 1952 is $18,182,793. 

Working capital—Both the company and staff computed the allow- 
ance for working capital in the same manner, the difference of $106,260 
being due to the fact that the sum used for operating expenses by 
Colorado in computing cash working capital (as 4% of operating ex- 
penses less purchased gas and certain other deductions) exceeded that 
used by the staff by the amount of $850,080. Based upon our deter- 
mination as hereinafter set forth of the appropriate sum to be allowed 
for operating expenses we find that the amount of working capital 
before applying any adjustment for advance collection from customers 
by Colorado of sums to cover federal income tax obligations to be 
$2,078,235. The staff did not make any adjustment for such advance 
tax collections. Under the staff’s recommended reduction in rates no 
federal income tax liability would be incurred by Colorado. Since, 
however, the determinations which we have made herein will result 
in Colorado’s having a federal income tax liability, it is appropriate 
that the principles which we have enunciated in the recent cases * be 
applied in the instant proceeding. We find that working capital as 
computed above of $2,078,235 should be reduced by $139,199 which is 
75 percent of the federal income tax of $185,599 which tax we find 
would be appropriate for the year 1952. Thus the appropriate work- 
ing capital allowance becomes $1,939,036 instead of $2,054,694 shown 
on p. 327, supra. 

We, therefore, find that the rate base of Colorado for the year 1952 
upon which it is entitled to earn a fair return is $57,048,988 instead of 
$57,164,646 as shown on the same table. 


OPERATING EXPENSES 


Colorado’s claim for operating expenses during the test year exceeds 
the recommended allowance by the staff for such item in the amount 
of $864,973. Of this amount, $810,517 represents alleged increases in 
operating costs which were not presented by Colorado as part of its 
case in chief but which were submitted after the staff concluded its 
rebuttal evidence. Various elements comprising the difference of 
$864,973 are discussed below. 

Wages and salaries —$342,529.—To the original claim for salaries 
and wages of $2,717,705 for 1952, which claim was accepted by the staff, 
Colorado has added estimated increased wages and salaries of $342,529. 








3 Interstate Power Co., 2 F. P. C. 71, 82. 
Hope Natural Gas Co., 3 F. P. C. 150, 168. 

4 In the Matter of Alabama-Tennessee Natural Gas Co.,11 F. P. C. 75. 

In the Matter of Transcontinental Pipe Line Co.,11 F. P. C. 94. 
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Such amount is of two categories, each computed in a different manner. 
Colorado first took the January, 1952, payroll for general officers 
and general office employees added 4 percent thereto and multiplied 
the result by 12 to arrive at an annual cost of $670,092. This amount 
is $165,481 in excess of the annual amount originally claimed by the 
company and accepted by the staff. The above-mentioned 4 percent 
was added to take care of projected future increases in wages and 
salaries during the year 1952. Admittedly, the added 4 percent is 
not a cost being currently incurred or that can reasonably be projected 
for the future. Indeed it is purely speculative and conjectural. 

The record also shows that the payroll for the month of January 
includes some overtime pay arising from the merger with Canadian 
River Gas Co. which became effective January 1, 1952. The record 
does not support the assumption that this one month’s experience by 
itself is a sufficient guide to measure the cost of general officers and 
general office employees’ salaries for the year 1952. 

But the record shows that effective January 1, 1952, a cost of living 
increase of 4.16 percent was given to employees in these classifications. 
This increase in salaries should be recognized and we, therefore, in- 
crease the original claim by the amount of $20,992 based upon the 4.16 
percent of the amount originally estimated. 

Colorado increased the salaries and wages paid to other classifica- 
tions of employees over the original estimate by an amount of $177,048. 
This amount is 8 percent of the salaries and wages originally claimed 
for 1952. The record shows that effective January 1, 1952, Colorado 
did grant its employees in these classifications a 4 percent average 
increase in wages and salaries. This amount is computed at $88,524, 
which sum we add to the original claim. 

The projected second 4 percent increase is, like the similar item 
mentioned above, a speculative and conjectural increase. We are 
here allowing all increases in wages and salaries which are supported 
in this record. We do not, however, deem it our responsibility or 
duty to speculate as to what future wage increases, if any, may be 
granted by Colorado. For the foregoing reasons we find that Colo- 
rado’s claim for an allowance for wage increase of $342,529 must be 
rejected except for the sum of $109,516 which we allow. 

Employees’ welfare expenses and pensions—$306,727.—Colorado 
has included in its cost of service estimated increases for employee 
benefits consisting of $14,816 for group hospitalization, $13,887 for 
group life insurance, and $278,024 for pensions. While the employees 
of Colorado are not presently enjoying any of these proposed benefits 
nor is Colorado incurring any of the proposed costs we are asked to 
allow them on the assertion that unless we do so these benefits could 
not be understaken or if undertaken would reduce Colorado’s return 
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below the amount allowed. It has been our consistent policy to make 
full allowance in rate proceedings for all costs of employees’ benefits 
actually incurred and we do so here. We would unhesitatingly allow 
these particular items if there were any reasonable degree of certainty 
as to their effectiveness but no such assurance was given upon this 
record. Moreover, it was admitted unequivocally by the company’s 
witness that these employee benefit proposals are purely in the planning 
stage. 

In reference to the employees’ welfare and pension plans, Colorado 
made the following statement in a registration statement and pro- 
spectus filed with the Securities and Exchange Commission on April 
2, 1952 and which is in this record: 


During 1951 employees paid approximately $87,600 under these several plans, 
while the company’s payment approximated $115,400. Under the present plans 
it is not anticipated that there will be an appreciable increase in cost in 1952. 
Consideration is being given to revisions in the group life insurance plan, group 
hospitalization and surgical benefits plan and retirement plan, so as to provide 
increased benefits under these plans. The possible revisions being considered 
might increase the cost of such plans to the company by as much as $307,000 
during 1952, but the Board of Directors has not yet come to any conclusion as 
to the adoption of any such revisions. (Emphasis supplied.) 


In the face of such statement, it is not reasonable to burden the rate 
payers with a substantial item of cost when such costs are not in fact 
being incurred and when there is no evidence in the record to indicate 
when such costs would be incurred. 

If, in the future, this question of employee benefits be resolved by 
management and its employees the way is open under the Natural 
Gas Act for the recovery through rates of such additional costs as may 
be actually experienced. Assuming no great lapse of time occurs be- 
fore the question is resolved, all of the facts in the instant proceeding 
will be before the Commission and it can act promptly upon the re- 
quest of Colorado when made. 

We, therefore, reject Colorado’s claim for estimated increases in 
employees’ welfare expenses and pensions in the amount of $306,727. 

Director and executive committee payments—$75,000.—In. its re- 
vised cost of service computation for 1952, Colorado has included the 
amount of $75,000, representing $5,000 fees for each of its directors 
who are not full time employees of the company ; $30,000 for the chair- 
man of the executive committee and $15,000 for other members of the 
executive committee who are not full time employees of the company, 
such payments to become effective April 1, 1952. 

The fees in question were authorized at a special meeting of the di- 
rectors of Colorado held on March 10, 1952 at 30 Rockefeller Plaza, 
New York City. Four of the seven * directors were present: Messrs. 


5 Two directors were absent and there was one vacancy. 
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Joseph H. King, Robert W. Hendee, F. T. Parks and W. A. 
Dougherty.° 

At the aforesaid meeting the board approved the filing, with the 
Securities and Exchange Commission, of a registration statement 
covering the sale of 971,480 shares * of Colorado’s common stock par 
value $5.00 per share owned by the Union Securities Corp. group * and 
Sinclair Oil Corp. Prior to such sale the Union Securities group 
owned 4214 percent of Colorado’s common stock acquired in 1947 from 
Standard Oil Co. (N. J.). Southwestern Development Co. owned 
4214 percent and Public Service Co. of Colorado owned 15 percent of 
Colorado’s common stock. 

Sinclair Oil Corp, acquired 21.69 percent of Colorado’s stock by rea- 
son of its ownership in Southwestern Development Co.°® and the Mis- 
sion Oil Co. acquired 20.11 percent of Colorado’s stock also by reason 
of its ownership in Southwestern. As a result of the public sale on 
April 2, 1952 of Colorado’s stock, Sinclair Oil Corp. no longer holds 
any of such shares and the Union Securities group apparently now 
owns only 126,449 shares out of the 726,750.05 shares originally held.”° 

Prior to the foregoing action of March 10, all directors of Colorado 
received an attendance fee of $50.00 per meeting plus expenses. This 
fee was increased to $100.00 per meeting by the board at the March 10 
meeting and in addition the board, with one of the four members pres- 
ent dissenting," voted to give each director, not a full time employee 
of the company, $5,000 per year for his services. 

At the same meeting, the directors elected three of their number 
to a newly created executive committee, two of whom were representa- 
tives of Union Securities Corp. and Sinclair Oil Corp., respectively. 
Whereas previously, members drew no separate compensation for their 
services on the old committee, the board over the opposition of the 
same member voted to fix the compensation of those members not full 


®*Mr. King is a director and president of the Union Securities Corp., 65 Broadway, New 
York City ; Mr. Hendee is president of Colorado Interstate, Colorado Springs, Colo. ; Mr. 
Parks is a director and vice president of the Public Service Co. of Colorado, Denver, Colo., 
the largest resale customer of Colorado Interstate; Mr. W. A. Dougherty, 30 Rockefeller 
Plaza, New York City, is vice president and general counsel of Colorado. 

7 The stock was initially registered on the basis of the sale of 966,000 shares; however, 
it appears that the Underwriters actually sold an aggregate of 988,905 shares at the public 
offering price of $26.75 per share—22,905 shares having been oversold on allotments. 
The several Underwriters covered their short position by purchasing 13,688 shares from 
Sinclair Oil Corp. and the remaining shares upon the open market. 

SThis group consists of Union Securities Corp., A. C. Allyn & Co., Inc., Equitable 
Securities Corp. and Stifel Nicolaus & Co., Ine. 

* By order of December 21, 1951, the Securities and Exchange Commission approved a 
plan of corporation simplification relating to Sinclair, Southwestern Development Co. and 
The Mission Oil Co. under section 11 of the Public Utility Holding Company Act of 1935. 
Among other things the plan provided for the sale to the public of the common stock of 
Colorado Interstate to be acquired by Sinclair as the result of its holdings of 51 percent 
of the common stock of Southwestern and 3.98 percent of the common stock of The 
Mission Oil Co. which in turn owned 47.28 percent of the stock of Southwestern. 

” Union Securities Corp. sold 345,176.43 shares out of a total owned of 362,865.52. 

u Mr. F. T. Parks, director and vice president of Public Service Co. of Colorado. 
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time employees of the company at $30,000 annually for the Chairman 
and $15,000 for other members. The representative of Union Securi- 
ties Corp. was made Chairman. 

At a further meeting of the board of directors of Colorado held 
on May 16, 1952, at the offices of the company in Colorado Springs, 
Colo., at which six of the seven directors were present,’* it was noted 
on the minutes that the representative of Sinclair was no longer a 
member of the board of directors of Colorado due to a requirement of 
the Securities and Exchange Commission that such representative re- 
sign upon the sale by Sinclair of the Colorado common stock received 
from Southwestern Development Co. 

At the meeting of May 16, Mr. W. A. Dougherty replaced the Sin- 
clair Oil representative on the executive committee. The board also 
increased the annual salary of Mr. Hendee at this meeting from $36,000 
to $45,000. 

In the calendar year 1951, Colorado expended for salaries of its 
general officers and executives the sum of $73,714 while Canadian River 
Gas Co. expended $33,929.30, or a total for the two corporations com- 
bined of $107,643.30. The amount originally estimated by Colorado 
for the year 1952 as compensation for its general officers was $103,889, 
thus the increases voted by the board of directors represent better than 
an 80 percent increase in the cost of executive direction of this utility. 

The action by a minority of the authorized board in voting them- 
selves and absent directors additional compensation to be effective 
one day prior to the public sale by their principals of most of their 
holdings of Colorado’s common stock detracts greatly from Colorado’s 
claim that “it is reasonable to contract for the services of men com- 
petent to forward the welfare of the company.” 

The action of Union Securities Corp. in placing its president Joseph 
H. King, in an advantageous position to direct the affairs of Colorado 
just before it disposed of substantially all of its holdings of Colorado’s 
stock is reminiscent of the holding company era involving investment 
banker control of public utilities through interlocking directors. 

In the face of these circumstances justification for such a large in- 
crease in cost, claimed on rebuttal when the hearing was on the verge 
of completion, was plainly required of Colorado. It was not enough 
for Colorado to simply assert that such fees were legally authorized; 
that it is reasonable to presume that those who will receive the fees 
will earn them, and that the future will fully vindicate the compensa- 
tion of the directors and executive committee members. 

On this record, we cannot find that the reasonableness of these 
fee payments (of $75,000) has been established. We, therefore, find 

12Mr. Parks was absent. Mr. William G. Marbury, president of Mississippi River Fuel 


Corp. of St. Louis, Mo., was elected to fill the vacancy existing at the time of the March 
10 meeting prior to the May 16 meeting. 
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that such payments may not be included as a part of Colorado’s cost 
of service to be recovered through rates subject to our jurisdiction. 

Royalties—$86,261.—Colorado claimed payments of gas royalties 
for the test year of $1,422,730 which is $86,261 in excess of the amount 
originally estimated by Colorado and accepted by the staff. The 
revised estimate was premised upon settlement of a royalty contro- 
versy involving approximately 8 percent of the gas produced by 
Colorado in the West Panhandle field. A royalty rate of % of 8 cents 
per M. c. f. at 14.65 pounds per square inch was then applied by the 
company witness to all gas produced,’ on the assumption that the 
company would have to pay this higher rate in the future to all 
royalty owners. 

It is indisputable that the additional amount claimed for gas roy- 
alty payments at the time of hearings did not represent actual ex- 
perience or contractual obligations. Certain events have transpired, 
however, since that time which lead us to the conclusion that such 
additional royalty payments have been removed from the realm of 
speculation. It appears that two additional law suits involving gas 
royalties have now been settled and that the board of directors, on 
May 16, 1952, authorized the management to negotiate with the other 
royalty owners on the same basis. For this reason, we allow the 
additional claim of $86,261 for gas royalties. 

Regulatory Commission expense—S54456—The amount of regu- 
latory Commission expense claimed by Colorado is $93,593 detailed 
as follows: 

Regulatory expense per books, year ended September 30, 1951 $23, 593 
Estimated expense docket No. G-1115 before F. P. C .. $127, 720 


Estimated cost of court review ‘ ; oe ees 95, 000 


Total estimated cost of rate case____- : - 222, 120 
Amortization over approximate 3-year period . oda 70, 000 
Total company claim ba : . 93, 593 


The staff recommended three adjustments to the company’s claim 
as follows: 
(1) Included in the regulatory commission expenses, which were re- 
corded in Colorado’s books for the year ended September 3, 1951 is a 
$10,000 fee paid to Price Waterhouse & Co. for the services of 
D. F. Houlihan who testified in behalf of Colorado in the merger pro- 
ceeding, docket No. G—1326. The staff eliminated such item as non- 
recurring. Colorado takes exception to the adjustment on the basis 
that while this particular item might not be experienced again, other 
items of cost would occur in its place. Colorado’s theory would in- 


1% The record shows that approximately 50 percent of the royalties were beitlg paid on 
the basis of 1 cent per M. c. f. which were included in the original estimate of Colorado 
Interstate and accepted by the staff. 
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volve an allowance based on speculation, a basis which has been re- 
peatedly rejected by this Commission. Jn the Matter of Cities Serv- 
ice Gas Co., 3 F. P. C. 459, 485. Moreover, no evidence was presented 
to show that the remaining amount of regulatory expense, i. e., $13,593 
was inadequate on the basis of past experience or for future require- 
ments. Accordingly the Houlihan fee is eliminated. 

(2) The claim of $95,000 by Colorado as the estimated cost of seeking 
court review of our order in this proceeding is entirely speculative 
and conjectural and we think not properly includible as part of the 
cost of service. Driscoll v. Edison Light & Power Co., 307 U.S. 104, 
121. It is, therefore, rejected. 

(3) Colorado amortized its regulatory commission expense applicable 
to this case over an approximate three-year period, whereas the staff 
used a five-year period. As we stated in the previous Colorado rate 
vase, “It is customary to amortize such expenses over a period of five- 
years or more.” 3 F. P. C. 32, 55. No new significant facts appear 
here which would warrant a departure from the customary rule. 
Alabama-T ennessee Natural Gas Co., 11 F. P. C. 75, 83. We, there- 
fore, use a five-year period of amortization. 

Depreciation and depletion—$140,934.—We have heretofore dis- 
cussed the above item under rate base, supra, p. 328. Suffice it to say 
here we find the annual provision for depreciation and depletion for 
the test year to be $2,595,427. 

Taxes other than federal income taxes—$63,765—The above 
amount relates to the state income taxes. The computation of such 
tax is geared to the amount of federal income taxes allowed. There- 
fore, upon the basis of the computed federal income tax liability as 
described in the section next following, we find the appropriate 
amount to be allowed for state income taxes to be $5,568. 

Federal income tares—$2,306,808.—Federal income taxes are com- 
puted on the basis of return allowed and the various tax deductions 
to which Colorado is entitled. For this reason the amount allowable 
for federal income taxes is the end result of other determinations of 
costs includible in the cost of service and of the appropriate tax 
deductions. 

Colorado claims deductions for federal income tax purposes of 
$1,578,089 whereas the deductions computed by the staff total 
$2,700,602. The differences are: 

POCIRTAO DEP DOO iick dbo ccna seeds eeuccenes $140, 934 
Depletion—tax return basis__- i a aaa 981, 579 
Total $1, 122, 513 


We have dealt previously with the difference of $140,934 in the an- 
nual provision for depreciation and no further attention thereto at 
this point is required. 
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As for the $981,579, in computing the depletion allowance for 
federal income tax purposes, Colorado used 3.17 cents per M. c. f. 
as the wellhead value of the gas produced by it in the West Panhandle 
field. The staff used a wellhead value of 5 cents per M. c. f., the 
depletion allowance thereunder for tax purposes being $1,379,972 as 
compared with the allowance claimed by Colorado at the 3.17 cents 
value of $398,393. Under the tax code a producer of natural gas 
is permitted an annual deduction for depletion amounting to 27144 
percent of the wellhead value but not to exceed 50 percent of the net 
income. Without going into the mechanics of the so-called percentage 
depletion allowance it is sufficient for our purposes here to state that 
generally speaking the higher the wellhead value the greater the deple- 
tion allowance; the greater the depletion allowance the lesser the 
federal income taxes; and the lesser the federal income taxes the lower 
the cost of service. 

The 5 cents per M. c. f. wellhead value was used by the staff in the 
instant proceeding because that was the value claimed by Colorado 
to support its application for a certificate of public convenience and 
necessity authorizing the merger into it of Canadian River at docket 
No. G-1326. In that proceeding Colorado presented evidence to show 
that if a merger were authorized Colorado would be able to receive an 
increase in the wellhead value above the 3.17 cents which was the 
basis of the last settlement by the Bureau of Internal Revenue for 
the 1945 tax year. It was stated that such higher wellhead value 
would be at least 5 cents. 

To show that the merger would be in the public interest, Colorado 
relied upon the substantial savings in federal income taxes which 
would be brought about by an increased depletion allowance to offset 
the loss in revenues derived from the sale of liquid hydrocarbons which, 
under the merger, would be diverted in large part to Southwestern 
Development Co. or its nominee. In the merger proceeding the com- 
pany placed in evidence exhibits which showed that, based upon a 5 cent 
wellhead value for depletion purposes and a 45 percent federal income 
tax rate, the total tax benefit to Colorado Interstate for the period 
1950-72 would be $14,324,415. This same evidence is before us in 
this proceeding. Colorado has alleged no new facts nor are there 
any facts showing any change from the facts and testimony introduced 
by it in the merger proceeding. We conclude that the same evidence 
which supported and warranted our finding that 5 cents was a reason- 
able figure for tax depletion purposes supports and warrants a similar 
finding here. As a matter of fact, on April 24, 1951 Colorado filed 
an application for a certificate of public convenience and necessity 
at docket No. G-1677 authorizing the construction and operation of 
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additional facilities and in that application it included an income 
statement in which the depletion allowance for tax purposes was taken 
at the 5 cent wellhead value. 

In our opinion 10 F. P. C. 105, authorizing the merger, we had 
the following to say concerning the evidence which was there presented : 

As against this cost [the less of the hydrocarbons] Colorado stands to gain an 
estimated $14,324,415 in tax benefits becoming available to the merged company 
by reason of the transfer to it of the percentage depletion allowance based on 
the production of both natural gasoline and natural gas from Canadian’s acreage. 
We think that the weight of the evidence supports this forecast in tax savings. 
Such savings clearly will inure to the benefit of Colorado’s customers and the 
consumers of the Rocky Mountain area. 

* * * We cannot and do not here attempt to influence the depletion allow- 
ance ruling which will be made by the Bureau of Internal Revenue, but, from 
this record, we think that the basis upon which the tax savings to Colorado of 
$14,324,415 was estimated is a reasonable one. (Brackets supplied.) 


While Colorado has insisted throughout the present proceeding 
that it is going to prosecute vigorously before the Bureau of Internal 
Revenue its claim for a depletion allowance of at least 5 cents per 
M. ¢. f., it takes the position that until such decision is finally realized 
the value of 3.17 cents should be used in this proceeding. 

We think Colorado’s proposal is without merit after its representa- 
tions made to us in the merger proceeding. Further, Colorado in 
equity and good conscience is estopped to deny the 5 cent value here. 
The tax credits which would redound to Colorado and its customers 
as a result of a merger were a necessary ingredient to our authoriza- 
tion thereof. Not only is Colorado retaining the benefits of the cer- 
tificate which we issued at docket No. G—1326 but Southwestern’s 
nominee is receiving the liquid hydrocarbons given up by Colorado 
pursuant to the merger agreement estimated to amount to $1,428,780 
for the year 1952. Such revenues would have effected a reduction in 
the cost of service of such amount had the merger not taken place. 

That Colorado, in the merger proceeding, fully understood and 
intended that the tax credits should offset the loss in gasoline revenues 
and that the merger would not result in any additional costs to be 
borne by the rate payers cannot be disputed. Its effort in this pro- 
ceeding to negate its prior representations and position, thereby sub- 
stantially increasing the cost of service, cannot be justified. We would 
be derelict in our duty were we to follow Colorado’s pleadings and 
allow the cost of service to be thus increased. Accordingly, we shall 
compute the depletion allowance for federal income tax purposes at 
5 cents per M. c. f. in lieu of 3.17 cents proposed by Colorado. On such 
basis we find the proper allowance for federal income taxes to be 
$185,599, as shown by the following table: 








Gas servic 
Less: Exc 


Revenue : 
Other gas 


Tot 
Deductio1 
Oper: 
Statu 
Stati 
ro) 
State 
Taxe 
Inta} 
Cost 
Inte 
Amo 


Ni 
Le 


St 


Federal 
Nor 
Surt 


T 


State in 
Con 


The 
conten 
based 1 
the sta 
return 
almost 
record 
cludin 
indust 
of nat 
ratios 


COLORADO INTERSTATE GAS CO. 339 


COLORADO INTERSTATE GAS COMPANY 
G-1115 
Computation of Federal and State Income Taxes 


Year 1952 


Gas service revenues, as estimated__._......________ $17, 962, 532 

SN SR NB icicle icisitin cist cctpdatedalls ditianitbi eee. 3, 009, 965 $14, 952, 567 
Revenue from gasoline operations_._..........._.__- 1, 104, 020 
CRINGE RM TOWN TOI ae iiieciccincnenes 37, 500 


a ee a a eee ee 16, 094, 087 


Deductions: 


ee a ee .... 8, 613, 484 

RUNES: GHI ORIN a cititkicititnidtidcaemsaid 2, 327, 417 

Statutory depletion (adjusted for increased 
ca ee ete 1, 356, 251 

State income taxes__._.______- eee te atl pndlnitaiatab cia 5, 568 

TATOR CCRC? cniecticcccccnnn Sista leila ate 1, 835, 229 

Intangible drilling costs.......................- 585, 920 

I Oe Taine es tienes Smsasin gla 26, 395 

Interest on long-term debt__._.________________ 964, 300 

Amortization and sundry_____-------_- iat daar 12, 025 15, 726, 589 
SI De Te eth ccna cence 367, 498 
iene: rte Cmte ice 25, 000 


Surtax net income 


Federal income tax: 


Peommnaes tas a6 SO Pertenece $110, 249 
TE: UE Tire iain accede ents 75, 350 
Total 


clip Spo ia Seatac paces aeg ale tintcanalcla $185, 599 


State income taxes: 
Computed as 3 percent of federal income tax_____ $5, 568 


RATE OF RETURN 


The rate of return claimed by Colorado is 614 percent. The staff 
contends that a return of 534 percent is fair, reasonable and proper 
based upon the record in this proceeding. Since the difference between 
the staff and company as to rate base is only $35,794, the difference in 
return of $431,061, shown by the tabulation on p. 327, supra, is due 
almost entirely to the difference in the rate of return. We have in this 
record an abundance of evidence on the subject of rate of return in- 
cluding average yields for bonds of public utilities, railroads and 
industrials as well as U. S. Treasury bonds; data on public offerings 
of natural gas bonds, preferred and common stocks; earnings-price 
ratios of various natural gas companies’ common stocks; natural 
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gas companies’ capitalization ratios and data as to Colorado’s out- 
standing securities, its earnings and financial requirements. 

The capitalization of Colorado as of December 31, 1951, which is 
similar to the industry as a whole and which we find to be reasonable, 
is as follows: 


Amount Percent 
Long-term debt___..------- isaac eal Ala : ; _ $29, 600, 000 53. 9 
Peemerred S00Ge ...............-<.- : : 2, 000, 000 3.6 
Common equity : 
Common stock (1,711,016.6 shares) __--__ $8, 555, 000 
oo eee hilt giao 14, 759, 000 
23, 314, 000 42.5 


54, 914, 000 100. 0 


The outstanding long-term debt of Colorado consists of four issues 
of long-term serial notes as follows: 


2% Notes, due $400,000 semi-annually May 1, 1952 through 

PN A ic a ia aaa laa ase ech te sab a acca $1, 200, 000 
2%% Notes, due $400,000 semi-annually November 1, 1954 
a ‘ iesicassctdbicdannalinalbicadinles &, 400, 000 
344% Notes, due $250,000 semi-annually October 1, 1952 through 

SE I ea aad ho teaied Se ciel te aici &, 000, 000 
334% Notes, due $400,000 semi-annually February 1, 1955 through 

August 1, 1969__ satchel . 12,000, 000 


The weighted average cost of such debt is 3.21 percent. The outstand- 
ing preferred stock of the company bears a dividend rate of 6 percent." 
Colorado agrees that the actual cost of its long-term debt and pre- 
ferred stock capital is as shown above but maintains that such costs 
do not take into consideration future needs in attracting new capital. 

It is, of course, true that the most recent issue of notes sold by Colo- 
rado bears an interest rate of 3.75 percent which rate exceeds the 
average rate of 3.21 percent for all of its outstanding long-term debt. 
It may well be that Colorado, in the indefinite future, may find it 
necessary to incur a higher interest cost than the average rate it is 
now paying in order to raise additional debt capital. But Colorado’s 
contention presupposes that rate making is not a continuing process 
and that appropriate adjustments of rates cannot be made when ex- 
perience demonstrates that adjustment is required. We find that 
the actual cost of the company’s outstanding long-term debt and 
preferred stock is a proper measure of the cost of borrowed money 
and of preferred stock funds in determining a fair rate of return for 
Colorado in this case. 

Colorado strongly urges that it is entitled to a return on its equity 
capital of 11 percent, and bases such claim upon the testimony of its 
% Excludes $800,000 of such notes due within one year included in current liabilities. 


% The company has stated to the Securities and Exchange Commission that it will retire 
such presently outstanding stock on or before December 31, 1952. 
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witness Merrill that such rate of return is necessary if the company is 
to be able to maintain its credit and attract capital. Mr. Merrill’s 
11 percent return for common equity was derived from selected earn- 
ings-price (net price to company) ratios of eight natural gas utility 
common stocks which were issued and sold between February 1948 
and October 1951.° The record shows that these earnings-price 
ratios used by the witness were, with one exception, based on offerings 
to stockholders rather than to the public and thus were made at a 
considerable discount under prevailing market prices. It is generally 
recognized that such type of offerings do not represent the best prices 
that these companies could have received and, therefore, the results 
obtained therefrom cannot be wholly relied upon in determining the 
investors’ appraisal of the cost of equity capital. 

An objective study of the investors’ appraisal of the common stocks 
of nine natural gas companies " held by the public indicates that 
during the five years ending August 1951 investors have been requir- 
ing a return on the average on the issues sold publicly of around 8.3 
percent. The average earnings-price ratios of the outstanding com- 
mon stocks of seven natural gas companies traded on recognized ex- 
changes for the same period was 8.2 percent with the average for the 
last 12 months of such period being 7.5 percent and decreasing to 
6.4 percent at October 1951. At the latest date shown by the record, 
July 1951, the yields varied from 3.5 percent to 6.4 percent. 

Persuasive evidence as to the cost of equity capital is provided by 
the experience of Colorado itself. On April 2, 1952, just two days 
prior to the conclusion of the hearings in this docket, two of the prin- 
cipal stockholders’ groups of Colorado offered for sale to the public 
966,000 shares of Colorado’s common stock held by them. This was 
the first public offer ever made of Colorado’s stock and the amount 
offered represented 56 percent of the total common stock outstanding. 
As previously noted in this opinion, the record shows that the public 
offering was oversold. The stock was offered at $26.75 per share to 
net the selling stockholders at $25.25 per share. The book value of 
the stock as of the most recent date available preceding the sale 
(December 31, 1951) was $13.63 per share. Based on earnings for 
1951 of $1.88 per share the earnings-offering price ratio is 7.03 percent 
and the earnings-net price to the selling stockholders ratio is 7.44 
percent. 

Colorado attempts to discount the earning-price ratio resulting from 
the public sale of its stock, maintaining that the investors might have 
been willing to take a smaller return because of potential development 


1% Three publicly offered issues of Tennessee Gas Transmission Co. and one of American 
Natural Gas Co. with low earnings-price ratios were eliminated because according to the 
witness these companies had not developed their full earning power. He also eliminated 
one 1948 issue of Pacific Lighting Corp. which he considered on the high side: 

17 Natural gas companies reporting to the Federal Power Commission. 
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of future earning power as a result of the merger. While the price 
which the investors were willing to pay for the common stock of 
Colorado may have been based in some degree upon the investors’ 
appraisal of the growth possibilities of the merged corporation, it can 
be argued that the investors also took into consideration the instant 
rate proceedings and the substantial reduction in income available 
for common stock which might result therefrom, mention thereof hav- 
ing been made in the company’s prospectus. It can only be concluded 
from the results of the sale that the selling stockholders were com- 
peting for the investors’ dollar and likewise the investors were compet- 
ing for Colorado’s stock at the price at which it was offered. Under 
such circumstances the verdict of the market place is compelling 
evidence. 

A rate of return of 534 percent on the rate base which we have here 
used would provide a return for the common stock equity of Colorado 
of 8.45 percent ** after the servicing of its debt and preferred stock 
requirements and after allowance for all income taxes. Such return 
for equity capital is, we believe, wholly adequate in the light of the 
record in this case. 

We therefore conclude and find that based on the record in this 
proceeding a rate of return of 534 percent is fair, reasonable and ade- 
quate to assure confidence in the financial soundness of the utility; to 
maintain its credit and to enable it to attract capital necessary for the 
proper discharge of its public duties.” 

































LOSS ON GASOLINE OPERATIONS 


In issuing a certificate of public convenience and necessity at docket 
No. G—1326 authorizing Colorado to acquire the properties of Canadian 
River, we attached the following condition : 
















The authorization herein granted for effectuating the acquisition and opera- 
tion of Canadian’s properties and facilities is upon the express understanding 
and condition that if, as a result of carrying out the terms and conditions in the 
transaction proposed as a part of the acquisition and merger of Canadian. into 
Colorado whereby rights to liquid hydrocarbons in place are granted to South- 
western Development Co. and whereby Colorado is to receive 50 percent of the 
gross proceeds from the sale of certain liquid hydrocarbons and 15 percent of 
the net revenue to be received by Colorado from the hydrocarbons resulting 
from the operation of Fritch natural gasoline plant of Texoma Natural Gas Co., 
the costs properly allocable to such hydrocarbons exceed the amounts payable 
to Colorado pursuant to such transaction, then and in that case in any proceed- 
ing in which the effective or proposed rates of Colorado are under inquiry such 
excess shall not be considered as a cost of service to Colorado's natural gas 
customers and consumers. 














18 After allowance for cost of financing of %4 percent. 

19 Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591, 601, 603; Bluefield 
Waterworks & Improvement Co. v. Public Service Commission, 262 U.S, 679, 692-693; 
United Railways v. West, 280 U.S, 234, 261-262. 
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There is no dispute that this condition was a reasonable one in the 
light of the record at docket No. G-1326 and required by the public 
convenience and necessity. Colorado pursuant to the order issuing 
the certificate at docket No, G-1326 has duly accepted the certificate 
and the conditions thereto attached. Nor is there any dispute as to 
the meaning and intent of the above-quoted condition. The question 
arising here is the determination of “the costs properly allocable to 
such hydrocarbons.” 

Under the merger agreement, as referred to in the above mentioned 
condition, Colorado has agreed to produce, gather and process the 
liquid hydrocarbons, contained in the wet gas stream, and turn over 
the finished natural gasoline to Southwestern Development Co. or its 
nominee at the loading rack of the Bivins and Fourway gasoline plants 
operated by Colorado in the West Panhandle field. Upon the con- 
summation of the merger, Southwestern denominated Westpan Hy- 
drocarbon Co. (Westpan) as the owner of the hydrocarbons and to 
whom delivery is to be made. Westpan in turn, sells the finished gaso- 
line, and after deducting 14th cent per gallon as cost of marketing, 
remits 50 percent of the gross revenues to Colorado. Additionally 
some of Westpan’s liquid hydrocarbons are processed at the Fritch 
gasoline plant, owned and operated by Natural Gas Pipeline Co. of 
America (successor to Texoma Natural Gas Co.). The wet gas is pro- 
duced and gathered by Colorado, brought by it to the Fritch plant; 
processed there, the dry gas being sold by Colorado to Natural Gas 
Pipeline Co., that company sells the finished gasoline, deducts its 
actual costs of operation and marketing, and remits the balance to 
Colorado pursuant to agreement with Colorado. Under the merger 
agreement, Colorado agreed to remit to Southwestern or its nominee 
55 percent of such net proceeds from the Fritch plant operations. 

It remains, therefore, to determine whether the 50 percent of the 
gross revenues received by Colorado from the gasoline operations at 
the Bivins and Fourway plants, and the 15 percent received by it from 
Natural Gas Pipeline Co. cover the costs properly allocable to the pro- 
ducing, gathering, and processing of the liquid hydrocarbons. Indeed, 
our opinion at docket No. G—-1326 recognizes that the “costs of produc- 
ing, gathering and extracting the natural gasoline” are to be con- 
sidered. 10 F. P. C. 105, 109. 

Colorado claims that the gasoline revenues which it receives under 
the merger agreement exceed the costs properly allocable to its gas- 
oline operations in the Panhandle field by $624,985. The staff, how- 
ever, contends that such revenues fall short of meeting the cost of 
producing and processing the gasoline by an amount of $585,528. We 
have not heretofore been concerned with a similar problem since it has 
not been necessary under our policy in rate cases to separate-the costs 
associated with the production and processing of gasoline from total 
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production cost as we have always included in the cost of service all 
costs and revenues applicable to the gasoline operations of a natural 
gas company. Thus, for the purpose of the instant proceeding we 
find it necessary to test opposing theories and to resolve wide differ- 
ences of opinion and results. 

It is recognized by both Colorado and the staff that inasmuch as the 
liquid hydrocarbons are contained in the wet gas stream the cost of 
producing and gathering such wet gas stream to the inlet of the gas- 
oline plants is a joint cost. The method of allocating such joint cost 
is one of the most important questions to be resolved. The staff 
allocated the joint wellmouth and gathering costs on the basis of the 
relative market value theory of joint production, a method generally 
employed in the petroleum industry. Under this method the joint 
costs are apportioned to the finished product on the basis of the rela- 
tive market values of such products. The direct costs incurred to 
make each product fully marketable are deducted from the respective 
market values of the finished products so as to determine relative 
market values at the point of processing where joint operations cease. 

For the respective market values the staff recommended and used 
five cents per M. c. f. as the value of the dry gas, and as the value of 
the gasoline the total gasoline revenues for 1952 as estimated by 
Colorado, less the direct cost to make the gasoline marketable and 
other direct gasoline costs. The five cent value for the dry gas was 
based on the then latest reports of the Texas Railroad Commission as 
to the weighted average market price at the wellhead paid for gas 
being used and sold in the Panhandle field. The report of September 
12, 1951, based on evidence submitted at a hearing before that commis- 
sion states that the Texas Railroad Commission finds that the weighted 
average wellhead price being paid in the Panhandle field is 4.8526 
cents per M. c. f. measured on a 16.4 pressure base. Further, Colorado 
or its predecessor, Canadian River, paid the Texas production tax 
based on the market value of its gas at 4.33 cents per M.c. f. The staff 
assigned all the costs of the gasoline plants to the gasoline operation, 
except such costs as applied to the steam and cooling facilities to de- 
hydrate the gas entering Colorado’s transmission line. 

Colorado, on the other hand, allocated the wellmouth and gather- 
ing costs on what it termed a volumetric method based on the shrink- 
age of the wet gas volume while being processed. The result of such 
method is that one percent of the total wellmouth and gathering costs 
of the wet gas processed at the Bivins and Fourway plants is assigned 
to gasoline and 99 percent to the dry gas. Because the contract with 
Natural Gas Pipeline Co. for the processing of the wet gas at the 
Fritch plant provides for a 2 percent shrinkage allowance, Colorado 
allocated 2 percent of the total wellmouth and gathering costs of the 
Fritch gas to gasoline and 98 percent to dry gas. The weighted aver- 
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age percentage of all the wellmouth and gathering costs for all the wet 
gas processed at the three plants results in 1.27 percent assigned to 
gasoline and 98.73 percent to dry gas. Thus, of $4,323,547 claimed 
by Colorado as total wellmouth and gathering costs for all the wet gas 
processed at these three plants, Colorado assigns $55,008 as the cost 
attributable to the gasoline operations, and the balance to the dry gas. 

Colorado, additionally, treats the processing *° of the wet gas within 
the gasoline plants up to and including the distillation unit as a joint 
operation. The balance of the processing is treated as a direct gasoline 
operation, except for an amount allocated to the dry gas for dehydra- 
tion. In spreading the gasoline plant costs which it considers joint, 
Colorado used the same 1 percent and 2 percent basis which is used 
for the wellmouth and gathering costs. The result is that out of 
total claimed costs of $1,012,603 for operation of the three gasoline 
plants, Colorado claims $570,617 as joint costs, $366,374 as direct gaso- 
line costs, and $75,612 as direct dry gas costs. Then Colorado as- 
signs $7,453, or 1.27 percent, of the $570,617 joint costs to the gaso- 
line and the balance of $563,164, or 98.73 percent, to the dry gas. 


_—— te 


Thus, a total of $638,776 ($563,164 of joint costs plus $75,612 of di- 
rect costs) is assigned to the dry gas and $373,827 to the gasoline 
operations out of total gasoline plant costs of $1,012,603. 

Colorado contends that the relative value method is subject to such 
serious deficiencies upon application to the facts in this case that it 
breaks down. On the other hand the staff urges that the volumetric 
basis fails to recognize the economics of the natural gasoline business 
and produces an unreasonable result. We believe the Supreme Court 
of the United States cogently stated the criteria to be applied in allo- 
cation matters when it said, “considerations of fairness not mere 
mathematics govern the allocations of costs.” Colorado Interstate v. 
Federal Power Commission, 324 U.S. 581. Moreover, the reasonable- 
ness of the result is essential to the validity of any method of allocat- 
ing joint costs. Accounting for Joint Costs, Harold G. Avery, Ac- 
counting Review, April 1951. 

We think neither the relative value method, nor the volumetric 
method are entirely satisfactory, but from our study of the evidence 
we are of the opinion and find that the relative value method as ap- 
plied by the staff produces a more reasonable and fairer result in our 
judgment than does Colorado’s method. The record shows that during 
the year 1952 it is estimated that 45,143,140 gallons of natural gaso- 

”In brief, the processing involves bringing the wet gas in contact with mineral oil in 
vessels termed “absorbers.” The heavier hydrocarbons in the wet gas are picked up by 
the mineral oil—such oil being circulated in a continuous process through the absorbers 
and in a distillation unit, the liquid hydrocarbons being separated from the oil in the 
latter. The liquid hydrocarbons are further processed through a stabilizer and gasoline 
treater to bring them to a commercial marketable grade of natural gasoline. The dry or 


residue gas stream flows from the absorbers to a dehydration unit and thence into the 
pipeline system. 
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line will be processed at the three plants, the total market value of 
such gasoline being estimated at $2,482,600. This amount must be 
compared with the total costs assigned to natural gasoline operations 
by Colorado of $428,835. Thus, it is evident that the annual revenues 
from the sale of natural gasoline exceed by more than five times the 
costs allocated by Colorado to such operations after allowance for a 
return of 614 percent and the income taxes associated therewith. On 
a rate of return basis, the method followed by the staff would result 
in the gasoline operations earning a 15.8 percent rate of return on the 
rate base assigned to such operations as compared to a rate of return 
resulting from Colorado’s method of 16.3 percent. 

We next turn to the allocation methods and cost assignments 
within the gasoline plants themselves. As previously noted, the staff 
assigned all of the costs associated with the gasoline plant operation 
directly to natural gasoline other than those applicable to the dehy- 
dration of the pipeline gas. Colorado, on the other hand, divided the 
gasoline plant facilities between (1) joint dry gas and gasoline; (2) 
direct dry gas and (3) direct gasoline, and assigned or allocated to 
these three classification operating expenses, depreciation, taxes and 
return. 

It is the position of Colorado that it is necessary for the efficient 
operation of its transmission line system to extract the liquid hydro- 
carbons from the gas since unless such liquids are extracted trans- 
mission line operations would be hampered and the lines would freeze 
up during low temperature conditions. The staff does not dispute 
that the removal of some liquids is necessary for operating purposes 
but maintains that the extraction of liquid hydrocarbons through Col- 
orado’s plants is carried on to a much greater degree than necessary 
for transmission line operations. 

There is no doubt that under the merger agreement Colorado is 
obligated by contract to install the facilities necessary to extract gaso- 
line as would be installed by a prudent operator. Furthermore, it 
may be required to extract the liquid hydrocarbons to a point where 
the remaining heat content of the dry gas would not be less than 
963 B. t. u.’s per M. c. f. Under such agreement, Colorado is not a 
free agent to discontinue or curtail its gasoline operations ** to meet 
its transmission requirements and in fact may be called upon, under 
the merger agreement, to expand them substantially. It is admitted 
by Colorado’s witness that if the gasoline operations were stepped up 
at the request of Westpan to produce more gasoline, the additional 
facilities would be chargeable wholly to the gasoline operations. 

It also appears from the evidence that the dehydration unit serves 
to remove some liquids which are introduced into the gas stream 


21 Colorado has authority under the agreement to by-pass the gasoline plants in cases of 
emergency. 
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during the course of its processing in the plants but all costs relating 
to dehydration were assigned entirely to dry gas. As we view the 
evidence some of the facilities which were assigned by Colorado to 
the joint gas and gasoline operations appear to be more properly 
assignable to the gasoline operations.** 

From our examination of the record it is our conclusion that part 
of the operations of the gasoline plants should be treated as a joint 
operation. We, therefore, adopt for the purposes of this case, Colo- 
rado’s point of split-off within the gasoline plant and the percentages 
used by it to determine the joint gas and gasoline costs, the direct 
dry gas costs and the direct gasoline costs within the plants. We shall 
use, however, the gasoline plant costs heretofore found and deter- 
mined by us to be the costs to be allocated. We also recognize 
that our adoption of Colorado’s method may result in the assignment 
of more costs to the dry gas than may be proper but the record here 
does not include data for further refinement or adjustment. 

Inasmuch as we find that the gasoline plant costs are in part joint 
costs, it becomes necessary to compute the market value of the raw 
gasoline at the point of split-off in the plants (at the conclusion of 
distillation process.) Table A below shows the derivation of the 
representative market values of dry gas and natural gasoline and the 
resulting percentages to be used in allocating the joint costs to dry gas 
and natural gasoline. 

TABLE A 
COLORADO INTERSTATE GAS COMPANY—COMPUTATION OF PERCENT- 
AGES USED TO ALLOCATE JOINT GAS AND GASOLINE COSTS TO 
DRY GAS AND NATURAL GAS, YEAR 1952 


Gasoline plants 
Total er 


Bivins Fourway Fritch 





| 

Value of dry gas | 

| 
Gas output of plants— 

M. c. f. at 16.4 pounds per square inch absolute 


| 


113, 682, 214 | 49, 893, 969 | 20, 864, 638 42, 923, 607 





Value of dry gas at 5 cents per M. c. f _...-| $5, 684, 110 | $2, 494, 698 | $1,043,232 | $2, 146, 180 








Value of gasoline : oe 

I isa esgccen patent teemiennantiinaincicts ---| $2,482,600 | $893,000 | $457,000 | $1, 132, 600 
Less: cost to make marketable (direct gasoline plant | 

ee ‘ ee ite | $208,863 $65, 639 $88, 663 | $54, 561 

Value of gasoline_ picasa x $2, 273,737 | $827,361 | $368,337 | $1,078,039 

Total value........-.---- _......---| $7, 957, 847 | $3,322,059 | $1,411,569 | $3, 224, 219 

Dry gas percent... _-. e ‘ ‘“ = i fs, -| 75. 095% 73. 906% : 66. 564% 

Gasoline percent... .......-- sciacaiadaea tideindelieiniciaadeall hal 24. 905% 26. 094% 33. 436% 


The allocation percentage as determined above are then applied to 
the joint wellmouth and gathering costs and to the joint gasoline plant 
costs as summarized in the table B below for each of the three plants: 


For example, the “distillation unit” condenser and tank at the Bivins and Fourway 
plants appear to be only necessary for the recovery of gasoline. 
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Thus, of the total wellmouth and gathering cost, $2,805,920 is allo- 
cated to dry gas and $1,116,059 to natural gasoline. The joint gasoline 
plant costs are allocated $386,764 to dry gas and $150,435 to natural 
gasoline. The gasoline plant costs directly assigned to natural gaso- 
line amount to $208,863. The total cost therefore applicable to the 
production, gathering and processing of the liquid hydrocarbons 
owned by Westpan into finished gasoline is $1,475,357. The total reve- 
nue accruing to Colorado under the merger agreement for gasoline 
operations is estimated by it for 1952 to be $1,053,820. Therefore, from 
such operations there is a net loss or excess of cost over revenues of 
$421,537. Under the terms of the certificate which we issued to 
Colorado in docket No. G-1326, 10 F. P. C. 778,780, which terms and 
conditions were accepted by Colorado, this loss is not to be considered 
as a cost of service to Colorado Interstate’s natural gas customers and 
consumers. Accordingly, we find and conclude that the loss of $421,537 
shall not be considered as a part of the cost of service which we have 
heretofore determined. 

In connection with our determination of the loss on gasoline opera- 
tions it should be recognized that we are here adjusting the cost of 
service so as to remove the burden of such loss from the consumers as 
Colorado agreed should be done. We are not suggesting that Colorado 
set up cost accounting procedures for the purpose of currently segre- 
gating its costs on the basis of our decision as such appears to be 
entirely unnecessary. 

Summary.of cost of service—Based upon the foregoing and the 
record before us we find the total overall cost of service is $14,952,567 
as follows: 


Operating expenses - eee eninge . $7,471, 964 
Depreciation and depletion ae a 2, 595, 427 
Taxes other than federal income___- ina il ae a spsceliadiga > tae 
Federal income taxes i i ied ccitts ecieeae emai 185, 599 
Return at 5% percent- Rac geeeas aouam Gy auypene 
Loss on gasoline operations pion ea sic a i latoscanislp earasts (421, 537) 

Total cost of service ________- Bi ial tee ps __ 14, 952, 567 


CLASSIFICATION AND ALLOCATION OF COST OF SERVICE 


One of the more iinportant issues of this proceeding is the apportion- 
ment of the total cost of service between jurisdictional and non- 
jurisdictional sales. Both the staff and the company used the method 
of first classifying costs into demand and commodity classifications ** 


>We note from the press that a district court of the State of Texas has held uncon- 
stitutional the Texas Gathering Tax but that an appeal may be taken ‘The above amount 
of $1,840,797 includes the estimated Texas gathering tax for the year 1952 in the amount 
of $573 332. Colorado is currently paying such tax under protest. It does not appear to 
us that we can make an adjustment therefor at this time, on the basis of these reports, but 
if Colorado is relieved from paying such tax we shall require a further rate reduction. 

*The staff classified distribution costs between commodity and customer costs, rather 


than between demand and commodity. Colorado Interstate classified distribution costs 
between demand and commodity. 


304039—57——25 
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and then allocating such classified costs among the various classes of 
customers. Both the staff and Colorado functionalized the cost of 
service into production,” transmission, and distribution functions. 
The only significant difference in method between Colorado and the 
staff in this respect relates to the assignment of federal income taxes 
to functions. The staff assigned the total federal income tax between 
functions on the ratio that the return calculated for each function 
bears to the total return. Colorado’s method resulted in the assign- 
ment to the Panhandle field segment of the production function of a 
negative income tax which was utilized by Colorado as reducing the 
actual cost of the production functions. This is an unrealistic result. 
For the purpose of this case, therefore, we use the method recommended 
by the staff. 

“The staff classified all production costs as a commodity cost. Colo- 
rado has assigned certain production costs or parts thereof, to demand 
on the theory that such costs do not vary with the volumes of gas 
produced. We find no justification in the record for treating these 
particular costs differently from the other production costs which 
Colorado admits should be classified to commodity. Jn the matter of 
Northern Natural Gas Company, 11 F. P. C. 123, where contentions 
similar to those made by Colorado were advanced, we held that pro- 
duction costs are so intimately associated with the volumes of gas 
produced that they are properly classified as commodity costs. 

The staff classified transmission costs between demand and com- 
modity based on behavior of cost studies and judgment. Supervision 
and engineering, and administrative and general expenses were classi- 
fied between demand and commodity on the ratios developed from all 
other supervised expenditures, exclusive of compressor station fuel 
Colorado assigned 100 percent of supervision and engineering to de- 
mand on the ground that such costs were dependent solely upon the 
size and location of the plant and had no relation to the volume of 
gas sold. Of administrative and general expense, it assigned about 
91.5 percent to demand and 8.5 percent to commodity, on the ground 
that most of such expenses do not vary with the volumes of gas trans- 
ported and sold. Even if the salaries of officers of the company and 
supervisors are fixed, and even though all the time of such officials is 
not spent in direct contact with the employees of the company, we 
find that the only reasonable and equitable basis of spreading these 
costs is in proportion to the supervised expenditures. In this way, 
these costs are correlated in proportion to the dollar amounts of the 
supervised expenditures exclusive of compressor station fuel, which 
are made to carry on the business of the company and to earn revenues. 
And as we shall discuss in a moment, we do not adhere to the view 


that all fixed costs are ipso facto translated into the demand 
classification. 





% Includes products extraction. 





Compt 
(which i 


pressor s 
modity. 
demand : 
expenses 
and mai 
commodi 

We ha 
costs for 
costs bet: 

In the 
and Nor 
all const 
the deter 
tioned b 
slide rul 
necessari 

We fo 
partake 
pipeline 
the same 
labor she 
to the dt 
cluding - 
which tl 
such cost 
classifica 

“Other 
classified 
percent | 

groups 2 
some of t 
and ther 
to agree ° 
the same 
Coloradc 
represent 
he reach 
volume « 
ferent ar 
related t 

Coloradc 
records” 

transpor 


COLORADO INTERSTATE GAS CO. 351 


Compressor station labor, compressor station supplies and expenses 
which includes compressor station fuel), and maintenance of com- 
ressor station equipment were classified by the staff entirely to com- 
nodity. Colorado assigned compressor station labor 50 percent to 
lemand and 50 percent to commodity ; compressor station supplies and 
xpenses, including compressor station fuel, 100 percent to commodity ; 
nd maintenance of compressor station equipment, 100 percent to 
ommodity. 

We have recently had occasion to review the problem of classifying 
osts for purpose of making a fair and equitable allocation of total 
osts between jurisdictional and non-jurisdictional business. 

In the matters of Atlantic Seaboard Corp., et al., 11 F. P. C. 48; 
ind Northern Natural Gas Co., 11 F. P. C. 123. We there held that 
ll constant costs are not thereby translated into demand costs; that 
he determination of how much of the constant costs shall be appor- 
ioned between demand and commodity cannot be measured by the 
lide rule or mathematical formula; that such determination rests 
vecessarily solely and entirely on judgment. 

We found that in classifying compressor station labor, such costs 
partake of certain fixed characteristics, but both the capacity of a 
»ipeline and its annual use are important cost incidences. We reach 
he same conclusion here. It is our judgment that compressor station 
abor should be classified equally between demand and commodity. As 
to the Sbther two items, compressor station supplies and expenses, in- 
‘luding fuel, and maintenance of compressor station equipment, as to 
which there is no dispute between staff and Colorado in classifying 
such costs as 100 percent to commodity, we find that this is the proper 
slassification for these two items. 

“Other operating expenses” and “other maintenance expenses” were 
lassified by the staff on the basis of 50 percent to demand and 50 
percent to commodity. Colorado treats some of the items in these 
groups as 100 percent demand on the ground that after analysis of 
some of these items, Colorado’s witness concluded such costs were fixed 
and therefore should be classified as demand costs. Even if we were 
to agree with the subsidiary facts, we are not necessarily bound to reach 
the same conclusion that such items are fixed costs. For instance, 
Colorado’s witnesses stated that the item “Other Operation Labor” 
represents the labor cost of operating dehydration plants. From this 
he reached the conclusion that such an expense was not related to the 
volume of gas transported. (Transcript, p. 1674). We reach a dif- 
ferent and contrary conclusion. In our judgment we find such costs 
related to the volume of gas purchased and produced. Similarily 
Colorado’s witness classified the cost labelled “transmission maps and 
records” as a demand cost—as not varying with the volumes of gas 
transported and sold. 
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But, whether we would or would not agree in every instance as to the 
few items analyzed by Colorado is not controlling with respect to the 
allocation of such constant costs. Colorado has treated all constant 
costs as demand costs, but this treatment assumes that classification 
of an item as a constant cost means that it is assignable 100 percent to 
demand. With this we cannot agree. As we stated in Atlantic Sea- 
board case, and repeated in the Northern Natural opinion, 


* * * A pipeline would not normally be built to supply peak service, that is to 
say, service on the peak days only. We know from our administration of section 
7 of the Natural Gas Act, which involves the issuance of certificates of public 
convenience and necessity, that pipelines are built to supply service not only on 
the few peak days but on all days throughout the year. In proving the economic 
feasibility of the project in certificate proceedings, reliance is placed upon the 
annual as well as the peak deliveries. Stated another way, the capital outlay for 
the pipeline facility is made—and justified—not only for service on the peak 
days but for service throughout the year. Both capacity and annual use are 
important considerations in the conception of the project and in the issuance of 
certificates of public convenience and necessity. Both capacity and volume, there- 
fore, are what are known as cost factors or incidences in respect to the capital 
outlay for a pipeline project. It follows that reasonably accurate results can 
be achieved only by allocating the fixed expenses flowing from the capital outlay 
to both operating functions, viz., capacity and volume. 

Thus, even if all such costs included in “Other operating expenses” 
and “Other maintenance expenses” are considered fixed, we find for 
these reasons and upon the record in this proceeding, that such cost 
should be classified 50 percent to demand and 50 percent to commodity. 
The staff has so treated these expenses and we adopt such classification. 

The staff witness classified depreciation, taxes, and return equally 
between demand and commodity. Colorado classified all depreciation 
as a demand cost; other taxes except for state and federal income 
taxes and payroll taxes were classified as 100 percent demand. State 
and federal income taxes were classified 50-50, and return 50-50. We 
have referred in the Atlantic Seaboard and Northern Natural opinions 
to the fact that depreciation and return are related items. No useful 
purpose would be served in repeating here all that was said in those 
opinions. We find that there are no facts here warranting any de- 
parture from the principles announced by us on this matter. Demand 
and volume are important cost incidents in depreciation. We believe 
they should be given equal weighing in its classifications and we ac- 
cordingly classify it 50-50. As to taxes, other than income taxes, we 
find that the property tax which is the largest item may be considered 
us a fixed cost and treated like depreciation and return. 

Colorado classified income taxes and return 50-50. The reason 
yiven was that the cost of Colorado’s funded debt was approximately 
50 percent of Colorado’s claimed 614 percent rate of return and there- 
fore 50 percent of the return was a fixed cost and the remainder was 
a variable cost. We find that return, like depreciation, is a fixed cost 
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and because demand and commodity functions are important consider- 
ations, we shall classify return and income taxes (associated with the 
return) equally between demand and commodity. 

In transmission costs, there is included the costs for dehydrating the 
gas. The staff classified all dehydration costs, including taxes, de- 
preciation and return, as 100 percent commodity on the ground that 
dehydration followed production and was directly proportional to the 
volume of gas processed. Colorado treated dehydration as it did its 
“other operating expenses”. We find and conclude that dehydration 
costs are directly related to the volume of gas processed and should be 
classified 100 percent to commodity. 

Distribution costs are less than two percent of the total cost of 
service. We find that the staff’s method of classifying distribution 
costs 50 percent to commodity and 50 percent to customers on the basis 
of metering units is more reasonable and accurate than Colorado's de- 
mand-commodity classification. 

In allocating the costs classified between demand and commodity, 
the staff allocated demand costs to classes of customers on the basis 
of the estimated normal peak day in 1952. Colorado estimated its 1952 
revenues on the basis of a normal peak day. The staff has accepted 
such revenue estimates, and accordingly used the peak day on which 
Colorado estimated its revenues. Colorado allocated its demand costs 
on the basis of the actual system peak day sustained in the 1951-52 
season ; to-wit, February 24, 1952. 

It was admitted by Colorado that all of the facilities, the costs of 
which are included in the cost of service studies of both staff and the 
company were not in service on February 24, 1952. Further, the 
revenue estimates were based on all these additional facilities being 
in operation. We conclude under the facts here, that the normal peak 
day for 1952 is the more reliable measure for allocating the demand 
costs. As a practical matter the percentage of jurisdictional sales on 
the peak day used by the staff is 90 percent and non-jurisdictional is 
10 percent. On Colorado’s peak day the jurisdictional is 90.39 per- 
cent and the non-jurisdictional is 9.61 percent, so that in effect the 
difference is de minimus.*° 

In allocating demand costs, the staff allocated such costs among 
the transmission pipeline customers. Colorado allocated its demand 
costs among all its customers, including sales made at the well mouth 
and in the field, on the ground that it classified production costs into 
demand and commodity. Since we have classified all production 
costs as commodity costs, it is only reasonable and proper that trans- 
mission line costs should be allocated to transmission line sales. 

Colorado did not assign any of the Hugoton and Loveland field 
costs against its customer the Amarillo Oil Co. The staff pooled all 
production costs and spread such costs among all customers, including 


* Excludes sales to Dalhart Gas Co. 
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Amarillo Oil Co. Colorado excludes Amarillo Oil Co. from all pooled 
production costs on the ground that Colorado, and its predessor, 
Canadian River, have a cost contract based on production in the Pan- 
handle field. In spreading costs, all customers must share pro rata in 
the total costs. All customers, including Amarillo Oil Co., receive 
benefits from all the operations of the company. Amarillo Oil Co. 
receives a benefit from Colorado's gas purchases in the Hugoton and 
Loveland fields to the extent that such purchases reduce the volumes 
which otherwise would be required to be produced by Colorado in the 
Panhandle field. We do not find that the cost contract between Col- 
orado and Amarillo Oil Co. is of such a nature as to derogate from 
the general practice of pooling all costs and assigning them pro rata 
against all customers.?? 

In spreading its costs, Colorado has listed the sales to Colorado 
Springs, city of Trinidad and Public Service Co. of Colorado for 
power plant use as a “direct sale.” At the time of the hearing, no 
sales were being made to the city of Trinidad for power plant use. 
Colorado admitted that the volumes it listed as sold to Colorado 
Springs as a direct sale were being sold under rate schedule I-1 on 
file with the Commission as a rate schedule covering sales for resale 
for industrial use. Additionally, sales under the I-1 rate schedule 
are available only to those who purchase gas under the G-1 rate 
schedule, which is the sale for resale for general use. Colorado also 
admitted that the volumes it listed as a direct sale to Public Service 
Co. for power plant uses were sold under rate schedule G- 1, a rate 
schedule on file with the Commission covering sales for resale for 
domestic, commercial and industrial consumption. It estimated the 
amount to be used by Public Service in its power plant based on ad- 
vice furnished to Colorado by Public Service in 1948. The staff con- 
sidered all sales under the I-1 and G-1 rate schedules as sales for 
resale and therefore jurisdictional. Revenue estimates of sales to 
Public Service and Colorado Springs for boiler fuel use were based 
on rates in existing rate schedules. Colorado did not include. such 
sales as jurisdictional. We conclude that on this record such sales 
should be included with the jurisdictional business. 

There is nothing inconsistent with Colorado Interstate Gas Co. Vv. 
Federal Power Commission, 185 F.2d 357. That case simply decided 
that a rate schedule could be filed if stated in the terms of the statute 
that it was applicable only to sales for resale. Admittedly, all the 
sales to Colorado Springs and to Public Service Co. are made pursuant 
to rate schedules on file with the Commission applicable to sales for 
resale. 

The accompanying tables show our findings and conclusions as to 
the classification of the cost of service and the allocation thereof 
among the various classes of customers. 


** In the Matter of Northern Natural Gas Co.,11 F. P. C. 128, 147. 
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Utilizing the demand and commodity costs herein allocated to sales 
to other utilities—jurisdictional, and the billing units applicable to 
such sales, we obtain the following rate structure: 

Rate schedules G-1 and G-2 
Demand charge: 81 cents per M. c. f. 
Commodity charge: 8.5 cents per M. c. f. 
Rate schedule G-1 adopted by Colorado from Canadian River 
14.5 cents per M. c. f. 
Rate schedule P-1 
17.5 cents per thousand cubic feet for the first five days’ use 
of the billing demand 
8.5 cents per thousand cubic feet for all additional gas 
Rate schedule I-1 (not including that adopted by Colorado) 
11 cents per M. c. f. 
Rate schedule I-2 (including rate schedule I-1 adopted by 
Colorado) 
9 cents per M. c. f. 

Such rate structure, which we find to be just and reasonable will 
result in revenues for the test year of $10,289,269, as compared with 
the allocated cost of service of $10,273,474 for gas estimated to be 
sold under the above rate schedules in 1952. 

The allocation of the cost of service indicates that the existing rate 
for sales to Natural Gas Pipeline Co. does not cover the cost of service 
for that sale. The sale to Natural Gas Pipeline Co. is made pursuant 
to rate schedule S-2, applicable only to that sale. Estimated revenues 
under the existing rate do not meet the cost of service for this sale by 
$380,661. We have already held that under section 5 (a) of the 
Natural Gas Act we are not permitted to order an increase in the rates 
to one customer in a rate proceeding, even though the effect of our 
order is to produce lesser total overall revenues. Jn the Matter of 
Atlantic Seaboard Corp., et al., 11 F. P. C. 48, 65. We shall require 
by order that Colorado shall file rate schedules which shall effect the 
reduction heretofore found to be due to customers other than Natural 
Gas Pipeline Co. 

For the same reason we cannot increase the rate applicable to Clay- 
ton Gas Co. from the present rate of 14.5 cents per M. c. f. to the rate 
being prescribed herein for rate schedule G-1. Furthermore, the rate 
being prescribed in rate schedule G-2 for the city of Trinidad sale 
is the same as that being established for rate schedule G—1, thus con- 
tinuing the present rate pattern. While service to Trinidad is not at 
city-gate, but at the end of a buyer-owned lateral, we cannot say on 
this record to what extent this factor should be taken into account. 
No issue with respect thereto was raised at the hearing. 
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Insofar as the sales to Natural Gas Pipeline Co. and Clayton Gas 
Co. are concerned Colorado will have to take the initiative under sec- 
tion 4 of the act in proposing rates which are not unjust, unreasonable, 
unduly discriminatory or preferential. 

On November 2, 1951, Colorado filed a motion for a finding that 
the staff had failed to meet the burden of proof on the ground that 
staff’s presentation up to the time of the filing of the motion consisted 
of evidence based on the operations of the company for the year end- 
ing June 30, 1951, which did not include the additional facilities pro- 
posed to be placed in operation during 1952. Thereafter, both the 
staff and the company introduced evidence on the company’s opera- 
tions for 1952 including the additional facilities. Indeed, the year 
1952 has been used as the test year. It is appropriate therefore to 
deny Colorado’s motion. 

On November 15, 1951, Colorado filed a second motion for a finding 
that staff had failed to sustain the burden of proof. Colorado reserved 
the right to cross-examine staff’s witnesses and introduce its own evi- 
dence. By order of November 30, 1951, we reserved decision on the 
motion until the matter was before us for final decision. In view of 
our findings heretofore made, and our order thereon, it is appropriate 
to deny this motion filed by Colorado. 

The Commission further finds : 

(1) The rates and charges made, demanded and received by Colo- 
‘ado Interstate Gas Co. for or in connection with its transportation 
and sale of natural gas subject to the jurisdiction of the Commission 
under its rate schedules G-1, G-2, P-1, I-1, and I-2, as they appear in 
its F. P. C. gas tariff original volume No. 1, and under rate schedules 
G-1 and I-1, as they appear in the F. P. C. gas tariff, original volume 
No. 1 of Canadian River Gas Co., which Colorado has adopted, are 
unjust, unreasonable and excessive in the sum of $3,111,187 based upon 
the test year 1952. 

(2) The rates and charges of Colorado Interstate Gas Co. for or 
in connection with its transportation and sale of natural gas subject 
to the jurisdiction of the Commission described in (1) above after 
reflecting a reduction of $3,111,187 as hereinafter provided and ordered 
will be just and reasonable. 

The Commission orders: 

(A) The rates and charges made, demanded, or received by Colo- 
rado Interstate Gas Co. for or in connection with its transportation 
and sale of natural gas in interstate commerce for resale for ultimate 
public consumption under its rate schedules G-1, G-2, P-1, I-1, and 
J-2, as they appear in its F. P. C. gas tariff, original volume No. 1, 
and under rate schedules G-1 and I-1, as they appear in the F. P. C. 
gas tariff, original volume No. 1 of Canadian River Gas Co., which 
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Colorado has adopted, shall be so reduced as to reflect a reduction of 
not less than $3,111,187 based upon the test year 1952. 

(B) Colorado Interstate Gas Co. shall file on or before Septem- 
ber 15, 1952, the following schedules of rates and charges for or in 
connection with its transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, which new 
schedules of rates and charges shall be effective as to deliveries and 
sales from and after the date of issuance hereof: 

Rate schedules G-1 and G-2 
Demand charge: 81 cents per M.c. f. 
Commodity charge: 8.5 cents per M. c. f. 
Rate schedule G-1 adopted by Colorado from Canadian River 
14.5 cents per M. c. f. 
Rate schedule P-1 
17.5 cents per thousand cubic feet for the first five days’ use 
of the billing demand 
8.5 cents per thousand cubic feet for all additional gas 
Rate schedule I-1 (not including that adopted by Colorado) 
11 cents per M.c. f. 
Rate schedule I-2 (including rate schedule I-1 adopted by 
Colorado) 
9 cents per M. c. f. 

(C) The motions to dismiss filed by Colorado Interstate Gas Co. on 

November 2 and November 15, 1951 be and the same are hereby denied. 


Adopted: July 31,1952. Issued: August 8, 1952. 





In THE MATTER OF 
PANHANDLE EASTERN PIPELINE COMPANY 
Order Denying Application for Rehearing 
Docket No. G-1725 
(Adopted August 14, 1952; Issued August 14, 1952)* 
Syllabus 


Application for rehearing denied on finding that Panhandle has presented no 


facts or principles of law not fully considered by Commission before enter- 


ing its opinion and order. P. 365. 


By THE COMMISSION : 
OPINION 


On July 16, 1952, Panhandle Eastern Pipe Line Co. (Panhandle) 
filed an application for rehearing of the Commission’s opinion and 
order 11 F. P. C. 167, denying Panhandle permission partially to aban- 
don natural-gas service which it renders to Michigan Consolidated Gas 
Co. (Michigan Consolidated) at Detroit, Mich. 

Panhandle has presented no facts and no principles of law in its ap- 
plication for rehearing which were not fully considered by the Com- 
mission before it entered such opinion and order. 

Panhandle asserts that the Commission disregarded certain evidence 
which, according to Panhandle, established that Michigan Consoli- 
dated was estopped to deny Panhandle’s right to reduce service. This 
evidence consists of representations of Michigan-Wisconsin Pipe Line 
Co. (Michigan-Wisconsin) made several years ago, mainly in the 
docket No. G-669 proceeding, that Michigan-Wisconsin would take 
over the entire load at Detroit at the expiration of the Panhandle- 
Michigan Consolidated contract on December 31, 1951, or at least the 
requirements of the Detroit market above 32 million M. ec. f. of gas per 
year. We did not disregard this evidence in the instant proceeding, 
but were, and are, of the view that it is without substantial probative 
force upon the question as to whether Panhandle should be permitted 
to abandon service at Detroit. The criteria which must govern our 
determination whether Panhandle’s application to abandon service is 
to be granted or denied are those set out in section 7 (b) of the act, 
quoted in our former opinion, and not considerations of estoppel as 
between Panhandle and Michigan-Wisconsin. 


Panhandle complains that in our opinion we did not specify what 


*Designated Commission opinion No. 229—A. 
EDITOR’s NOTE: Reversed 204 F. 2d 925 (C. C. A. 3, 1953). 
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vidence we relied upon, other than hearsay evidence, to support our 
nding that, should the cutback by Panhandle be allowed, there would, 
luring the year ending March 1953, be a firm shortage of substantially 
543,000 M. c. f. of gas in meeting the storage schedule of Michigan- 
Visconsin. The evidence other than hearsay to which we adverted 
onsists of the proof, referred to elsewhere in the opinion, that during 
he first year of operation following the cutback, there would be a firm 
hortage of 7,447,480 M. c. f. unless gas were manufactured, consisting 
f a deficiency of 4,155,480 M. ¢. f. in meeting the firm load on the 
Michigan-Wisconsin system and 3,292,000 M. c. f. necessitated in order 
o bring the Lincoln-Freeman storage field up to base pressure. These 
igures are derived from testimony of officials of Michigan Consoli- 
ated and Michigan-Wisconsin who were examined and cross-examined 
it the hearing, and from exhibits prepared under their supervision 
containing estimates of the annual requirements for 1952 of the two 
companies. 

Panhandle further complains that we failed to take into account 
he effect of peak shaving, line pack, and above-ground storage hold- 
rs in our determination of the volume of gas which would have to be 
nanufactured if Panhandle were to be permitted to reduce its deliver- 
es to 87,500 M. c. f. per day. The fact is that our determination of 
he volume to be manufactured, as is stated above, was made from 
‘stimates of Michigan Consolidated and Michigan-Wisconsin of their 
umual firm requirements for 1952; and the manufacture of gas on a 
peak day, or use of line pack, or above-ground storage holders would 
have no effect in either lessening the annual requirements for natural 
vas or in increasing the volume of natural gas that would be available 
(0 Michigan Consolidated throughout the year. Whether some of the 
required annual volume of manufactured gas is manufactured on the 
peak day, or whether all of that required annual volume is manufac- 
tured during the peak winter months, or whether that required annual 
volume is manufactured throughout the year, the annual volume to be 
manufactured remains the same. Similarly, the use of so-called “line 
pack” and above-ground storage holders to meet peak-day demands 
does not alter the annual volumes of gas that would have to be manu- 
factured. The use of gas manufacturing facilities, “line pack,” or 
above-ground storage holders to meet peak-day requirements merely 
reduces the required daily capacity of the pipeline facilities serving 
the market in question. 

Panhandle has presented no substantial reasons why the application 
for rehearing should be granted, and good cause exists for denying said 
application. 

The Commission orders: 

The application for rehearing be and the same hereby is denied. 

Adopted: August 14,1952. Issued: August 14, 1952. 


304039—57——_26 






















In tHe Matrer or 
NATURAL GAS STORAGE COMPANY OF ILLINOIS 
Application for Certificate of Public Convenience and Necessity 
Docket No. G-1757 
(Adopted September 9, 1952; Issued September 11, 1952) * 


Syllabus 


1. Commission issues certificate on finding that proposed natural gas storage 
facilities are required by public convenience and necessity. P. 374. 

2. Since method of making estimates and year-end adjustments are not clearly 
set forth, Commission is unable to decide upon propriety of Natural Gas 
Storage Co.’s plan for allocating storage service costs to affiliated pipeline 
companies. P. 372. 

3. Since rate of return in cost of service formula should not be higher than cost 
of securing necessary capital, Commission conditions certificate to require 
filing of satisfactory gas tariff by Natural Gas Storage Co. P. 372. 

4. Commission conditions certificate upon submission by Natural Gas Storage 

Co. of satisfactory plan of financing prior to construction of facilities. 
P. 372. 
. Commission finds facilities reasonably adequate for undertaking proposed 
initial experimental phase of proposed underground storage project. P. 373. 






























Cu 


By THE CoMMISSION : 
Opinion 


On August 7, 1951, Natural Gas Storage Co. of Illinois (applicant), 
an Illinois corporation, successor by merger to Natural Gas Storage 
Co. of Illinois, a Delaware corporation, filed an application, as 
amended on March 12, 1952, and supplemented on May 7 and May 27, 
1952, for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction, acquisi- 
tion and operation of the following described facilities for the trans- 
portation and underground storage of natural gas in interstate com- 
merce, as set forth in said application as amended and supplemented: 
Storage rights in approximately 15,000 acres of land in Kankakee and 
Troquois Counties, Ill.; together with all necessary and appropriate 
consents, permits, contracts, easements, rights-of-way and other in- 
terests in property pertaining to or used in connection with the stor- 
age project, or any part thereof; approximately 16.7 miles of 30-inch 
O. D. pipeline extending from the storage area to a connection with 


*Designated Commission opinion No. 236. 
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he main pipeline of Texas Illinois Natural Gas Pipeline Co., together 
vith right-of-way therefor; 25 injection and delivery wells to be 
rilled and completed in the storage area; one compressor station with 

total of 10,000 bottom hole pressure installed; dehydration plant 
nd equipment; 25 well meters; one main storage meter; approxi- 
nately 8.75 miles of pipelines of varying sizes within the storage area; 
nd all other auxiliary and appurtenant facilities necessary for the 
ransportation and storage of natural gas, including cushion gas, all 
s more fully described in the amended application filed on March 12, 
952, and the supplements to the application, as amended.’ 

Pursuant to due notice, a public hearing was held in Washington, 
). C., on June 30, and July 1, 1952, respecting the matters involved 
ind the issues presented by the application, as amended and supple- 
nented. No protests to the application or petitions to intervene in 
he proceeding have been filed. 

Applicant proposes, by means of the facilities covered by its appli- 
‘ation and the amendment thereto, to develop and operate natural 
ras storage facilities in a natural underground sandstone reservoir in 
. portion of the Galesville and lronton geological formations located 
n Kankakee and Iroquois Counties, and near the Village of Herscher, 
lll. Although this Herscher storage project is intended to be fully 
leveloped over a period of five years, the application in this proceed- 
ing requests only authority for the construction and operation of fa- 
cilities required for the transportation and storage of natural gas in 
the first year, or first cycle. 

The storage area consists of approximately 15,000 acres centered 
around the Village of Herscher, which village is located a short dis- 
tance from Joliet and Chicago, Ill., and the record shows that appli- 
cant has acquired the storage rights to approximately 12,000 acres of 
this storage area. The 30-inch pipeline proposed by applicant in this 
proceeding will be used during the first stage of operations to trans- 
port gas to storage during the summer and from storage during the 
winter. With the increase in volume of storage gas at a later time, 
second and third 30-inch pipelines, approximately 43 miles in length, 
will be constructed directly from the storage area to Joliet, Ill. At 
such time, the 16.7 miles of 30-inch pipeline for which authority is 
presently being requested will be used only to bring gas to the storage 
area. Subsequent to the first year’s drilling of 25 wells for injection 
and delivery of gas, applicant also plans to drill 25 additional wells 


2On May 21, 1952, the Illinois Commerce Commission approved, subject to stated con- 
ditions and restrictions, the storage project proposed by Natural Gas Storage Co. at 
docket No. 39940, pursuant to an act entitled “An Act concerning the use of eminent 
domain in connection with the transportation, distribution, or storage of gas, and grant- 
ing rights for the storage of gas in property of the state of Illinois and political sub- 


divisions, municipal corporations and quasi-municipal corporations therein”, Illinois 
Revised Statutes ch. 104, sees. 104~112 (1951). : 
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to provide for maximum availability of gas from storage during peak 
periods. 

Applicant proposes to transport and store natural gas in the 
Herscher storage area for the account of Texas Illinois and Natural 
Gas Pipeline Co. of America, and to make available the same natural 
gas to Texas Illinois and Natural Gas Pipeline for resale and con- 
sumption in the areas served by those companies. Under applicant’s 
proposed initial operations the maximum quantity of natural gas to 
be delivered will be 150,000 M. c. f. per day during the 1953-54 winter 
season. Through the incremental addition of capacity and the orderly 
development of the proposed storage project, in accordance with the 
increase in maximum requirements (assuming the initial project is 
successful), applicant estimates that ultimately as much as 1,500,000 
M. c. f. of gas per day will be delivered from storage during peak 
periods. 

The record shows that applicant, Natural Gas Pipeline and Texas 
Illinois have entered into an agreement whereby the pipeline com- 
panies will own the common stock of applicant on an equal basis. All 
three companies are subsidiaries of Peoples Gas Light & Coke Co., a 
gas distributing utility serving the city of Chicago, Il. 

Natural Gas Pipeline Co. of America owns and operates a natural 
gas transmission pipeline system located in the states of Oklahoma, 
Kansas, Nebraska and Iowa, with its terminus at a point near Joliet, 
[ll., and is engaged in the transportation and sale of natural gas for 
resale, subject to the jurisdiction of the Commission, and is a natural 
gas company within the meaning of the Natural Gas Act as has hereto- 
fore been found by the Commission in its order of October 13, 1942, in 
docket No. G-235, 3 F. P. C. 830. 

Texas Illinois Natural Gas Pipeline Co. owns and operates a natural 
gas transmission pipeline system located in the states of Texas, 
Arkansas, Missouri, and Illinois, is engaged in the transportation and 
sale of natural gas for resale, subject to the jurisdiction of the Com- 
mission, and is a natural gas company within the meaning of the 
Natural Gas Act as has heretofore been found by the Commission in 
its order of September 10, 1951, in docket No. G-1669, 10 F. P. C. 1356. 

No direct physical connection exists between the systems of Natural 
Gas Pipeline and Texas Illinois. They are, however, indirectly con- 
nected through the facilities of Chicago District Pipeline Co., an 
affiliate of both, which transports gas for the account of Natural Gas 
Pipeline and Texas Illinois to gas distributing utilities in and around 
Chicago. Texas Illinois sells natural gas to Natural Gas Pipeline for 
resale and such gas is made available by Natural Gas Pipeline to its 
customers by displacement and delivery through facilities of the Chi- 
cago District Pipeline Co. The daily system sales capacity of Natural 
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Gas Pipeline is 510,000 M. c. f. of gas per day and the daily system 
sales capacity of Texas Illinois is 374,000 M. c. f. of gas per day. 

The base storage or cushion gas necessary for the development of 
the proposed storage project will be purchased by applicant from its 
affiliate, Texas Illinois? The major portion of the cushion gas is to 
be made available to Texas Illinois for sale to applicant by the curtail- 
ment of interruptible loads served by customer utilities currently 
purchasing gas from Texas Illinois and Natural Gas Pipeline. Dur- 
ing the first year of operation, some gas will be available for cushion 
purposes from the uncontracted-for capacity of the Texas Illinois 
pipeline system, but thereafter all additional cushion gas will be made 
available by curtailment of interruptible loads of customer utilities 
of Texas Illinois and Natural Gas Pipeline. Applicant has submitted 
in evidence letters from the customer utilities of Texas Illinois and 
Natural Gas Pipeline which show that such utilities will make avail- 
able, by means of curtailment of interruptible loads, to applicant 
during the summer of 1953 certain specific volumes of gas to be used 
as base storage or cushion gas during the first year of operation. 
Applicant will purchase and retail title to base storage or cushion gas. 
Title to the top storage gas while in storage will remain in the sepa- 
rate pipeline companies delivering gas for storage. 

The plan of operation contemplates that Texas Illinois and Natural 
Gas Pipeline will deliver gas to applicant for top storage for their 
account and for redelivery during peak periods. The quantities 
delivered for top storage will be based upon the peak period require- 
ments of the customer utilities of the pipeline companies. It is 
planned that each customer of the pipeline companies will advise the 
pipeline company of the quantities which it will require to meet its 
winter peak day and winter period requirements, and each customer 
utility will curtail its takes during off-peak periods commensurate 
with its requirements of storage gas for peaking purposes. The pipe- 
line companies will be obligated upon demand to deliver and sell to the 
utility customers, making gas available for storage by curtailment, 
their required volumes under the storage plan.* Applicant proposes 
to use the facilities described herein for the transportation of natural 
gas, its storage underground and continued transportation and de- 
livery of such gas for ultimate public consumption in areas served 
and to be served by the transmission systems of its affiliated pipeline 
companies, Texas Illinois and Natural Gas Pipeline, as a continuous 
movement of such gas in interstate commerce. 


? Texas Illinois has not as yet obtained certificate authorization from this Commission 
to make this sale. 


? Texas Illinois and Natural Gas Pipeline have not as yet obtained authorization from 
this Commission to deliver and sell storage gas to their utility customers. 
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The record shows that the proposed plan of development of the 
storage project and the volumes of top storage gas to be stored, 
together with the estimated withdrawals are as follows: 

















Injected 1953 | 1954 1955 1956 1957 
| —_ —e 
| 
Total placed in storage for customers | | 
NT natin carte Conceal ce ancl 2, 310, 495 | 8,071,773 | 13, 703, 834 | 22, 234, 429 31, 492, 139 
Top storage cushion gas (M. c. f.).......-..] 19, 570,000 13, 390, 000 8, 755, 000 5, 665, 000 6, 180, 000 
ee Ee CE 6: Bd ncn cei ccc cecccknin 21, 880, 495 | 21, 461,773 | 22, 458, 834 | 27, 899, 429 37, 672, 139 
| | 
Withdrawals 
| | 
gh a eenerne M | 409, 071 612,121 | 801, 996 995, 322 
| 





1 Applicant proposes to allow the maximum withdrawal of only 150,000 M. c. f. in the first year of operation. 


The total pipeline capacity of the Texas Illinois and Natural sys- 
tems is not adequate to meet the natural gas requirements in the 
areas served. The record indicates that the increased demand by 
firm customers and space heating demands have presented a problem 
of supply which cannot be economically solved by construction 
of new pipelines. Most of the utility customers of the two pipeline 
companies are now selling quantities of interruptible gas in off-peak 
periods for use by industries in processing and as boiler fuel. These 
interruptible industrial customers have a standby source of fuel or 
are equipped to cease operations for such periods of time as may be 
required to provide the volumes of natural gas for storage purposes. 
Portions of this quantity of gas now available, and which in the 
future will be available for sale on an interruptible bases, will be 
placed in storage by means of the facilities herein proposed for the 
benefit of the firm consumers of natural gas in areas served and to 
be served by said pipeline companies. 

It appears that the construction, acquisition and operation of the 
facilities which are the subject of the application filed herein, as 
amended and supplemented, will if successful in developing an under- 
ground storage reservoir for natural gas, enable applicant’s affiliated 
pipeline companies to more nearly balance the transportation load 
on their respective pipeline systems through storage of gas in pe- 
riods of low demand for release during periods of peak demand, 
will result in conservation of the gas reserves of the two pipeline 
companies for the benefit of firm consumers of natural gas, and will 
increase the ability of the pipeline companies to provide service dur- 
ing periods of peak demand in all areas served by them. 

Estimates submitted to applicant by the utility customers of Na- 
tural Gas Pipeline and Texas Illinois show that interruptible and 
off-peak sales for the current year of 1952 will be 112,957,547 M. c. f. 
and 23,497,994 M. c. f., respectively, or a total of 136,455,541 M. c. f. 
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Based on a similar volume of the total interruptible and off-peak 
ales occurring in 1953 as was estimated for 1952, a total curtailment 
ny the utilities of approximately 14 percent would provide the cushion 
ras for the first year of operations, and assuming like volumes in 
subsequent years, a curtailment of 10 percent, 6.5 percent, 4.1 percent 
and 4.5 percent would provide the cushion gas for the future years 
from 1954 through 1957. 

The Herscher storage area contains a geological formation in the 
Falesville sandstone of Cambrian Age which is found at depths vary- 
ing from 1,752 to 1,810 feet in the four wells thus far drilled by 
ipplicant. This Galesville sand is a blanket sand in the area and pro- 
vides space for off-structure movement of water ejected from the 
Herscher structure. This structure is of the aquifer type in which 
water-filled sand is the storage reservoir. Void space for the storage 
of gas is developed as the result of gas forcing the contained water 
in lateral directions to other parts of the structure or to a position 
off the structure. The storage development is contemplated primarily 
with respect to the Galesville sandstone formation. Evidence of rec- 
ord, however, shows that immediately above the Galesville formation 
there exists the Ironton formation which may become involved in 
the storage development and operations by reason of the possibility 
of vertical migration of gas from the Galesville formation. Anal- 
yses of water from the Galesville and Ironton formations, however, 
show differences which suggest the existence of impermeable phases 
in the Ironton formation. While the Ironton sands do not appear 
to be characterized by as high permeability as the Galesville sands, 
it appears to be satisfactory as a storage reservoir, and no disad- 
vantage should accrue in the event gas stored in the Galesville for- 
mation should find access to the Ironton sands through vertical 
permeability. The mass of impermeable dolomite of the Franconia 
formation overlying the Ironton sands appears to provide an ade- 
quate caprock in the event the apparently impermeable phases of 
the Ironton sands do not prove to be impermeable in fact throughout 
the structure. 

The structural features of the Herscher Dome and the physical 
characteristics of the Galesville and Ironton formations appear, on 
the basis of the evidence of record, to hold satisfactory promise for 
the retention of stored gas and for a very substantial ability of present 
and future wells to deliver the gas from storage. The proposed type 
of aquifer gas storage is essentially experimental, since the evalua- 
tion of performance must necessarily depend on theory and related 
formulae with respect to displacement and movement of water, the 
void space available for storage and the ability of wells to deliver 
the gas stored. This is in contrast to an actual performance basis 
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which is available when depleted gas fields are utilized for storage. 

Applicant presented in evidence a proposed form of tariff contain- 
ing a cost formula rate which it proposes to charge Natural Gas 
Pipeline and Texas Illinois for the storage service proposed to be 
rendered. The proposed cost of service rate would include a 6.5 per- 
cent return on a net investment rate based determined monthly, and 
including working capital, comprising materials and supplies, one- 
eighth of annual operating expenses and prepayments. The total 
charges under this formula would be allocated monthly between Na- 
tural Gas Pipeline and Texas Illinois upon the basis of the use of 
the storage facilities as indicated by the total volume of gas held in 
storage for each pipeline company during each storage cycle ending 
April 30 of each calendar year. The proposed tariff provides for 
an adjustment of the charges at the end of each cycle to reflect the 
actual volumes of gas held in storage, rather than the estimates. 
The method of making the estimates, however, and the year-end ad- 
justments are not clearly set forth in the proposed tariff. Moreover, 
the applicant’s computation of working capital does not give effect 
to the collection in advance of payment of federal income taxes. We 
are therefore unable on this record to express an opinion upon the 
propriety of applicant’s plan for allocating storage costs. 

It appears to be reasonable, in the circumstances of this case, that 
the cost formula for the applicant should include a rate of return 
which is no higher than the cost of securing the capital necessary to 
construct applicant’s project. This cannot be determined until after 
applicant has entered upon a definite plan of financing. Accordingly, 
our order will provide that applicant shall file a gas tariff, satisfactory 
to the Commission, prior to the commencement of deliveries of gas 
for storage. 

The estimated cost of the proposed storage facilities, including the 
base storage or cushion gas, is $16,609,209. In addition to applicant’s 
estimated need of $200,000 for working capital, applicant estimates 
it will need $200,000 to cover cost of financing. Applicant contem- 
plates that over the five-year period required for complete develop- 
ment of the storage project, a total investment of approximately 
$42,000,000 will be needed. Furthermore, applicant has not sub- 
mitted a definite plan for the financing of the initial storage project, 
estimated to cost approximately $17,000,000. Accordingly, our order 
will also be conditioned to require applicant to submit a plan of 
financing satisfactory to the Commission prior to the construction 
of the facilities authorized herein. 

The Commission further finds that: 

(1) The construction, acquisition and operation of the facilities 
which are the subject of the application filed herein, as amended and 
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supplemented, are required by the public convenience and necessity 
and a certificate therefor should be issued. 

(2) All of the natural gas to be transported and stored by means 
of the facilities authorized herein will be natural gas transported for 
sale in interstate commerce for resale for ultimate public consump- 
tion, and the transportation of all of such gas, the storage thereof, 
and all of the facilities used in connection therewith, will be subject 
to the requirements of the Natural Gas Act, as amended, and to the 
jurisdiction of this Commission. 

(3) Applicant, upon the construction and acquisition of the facili- 
ties authorized herein, and in the operation thereof, will be engaged 
in the transportation of natural gas in interstate commerce subject to 
the jurisdiction of this Commission and will, therefore, be a “natural- 
gas company” within the meaning of the Natural Gas Act. 

(4) The facilities hereinbefore described are proposed to be used 
in the transportation and storage of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the con- 
struction, acquisition and operation thereof by applicant are subject 
to the requirements of subsections (¢) and (e) of section 7 of the 
Natural Gas Act. 

(5) It is necessary and desirable in the public interest, because of 
the experimental nature of the storage project that applicant file 
with the Commission a copy of all information to be supplied by ap- 
plicant to the Illinois Commerce Commission (docket No. 39940) as 
required by its order of May 21, 1952 (Items 8, 9, and 10 on pages 41 
and 42). In addition, the following information should be submitted 
to this Commission as provided in our order herein : 

(a) Revisions of the structure map of the Herscher field as may be 
required by the drilling of additional wells. 

(b) Statement of the volume of water produced with gas during 
withdrawal operations. 

(c) Back pressure tests of all wells, together with data sheets and 
comments relating to the validity of the tests. 

(d) Reports on the corrosion of wells and equipment, if investi- 
gated. 

(e) Any other reports or analyses by which the physical and op- 
erating characteristics of the project may be evaluated. 

(6) The facilities, as designed and proposed to be acquired, con- 
structed and operated, are reasonably adequate and required for 
undertaking the proposed initial experimental phase of the Herscher 
natural-gas underground storage project. 

(7) Applicant is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the 
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Natural Gas Act, as amended, and the requirements, rules and regula- 
tions of the Commission thereunder. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Natural Gas Storage Co. of Illinois 
to acquire, construct and operate the facilities hereinbefore referred 
to, all as are more fully described in the amended application filed 
on March 12, 1952, and the supplements to the amended application, 
upon the terms and conditions of this order. 

(B) The authorization granted herein covers only the first stage 
of the proposed storage development and no subsequent stage of 
storage development shall be undertaken without Commission author- 
ization. 

(C) Applicant shall submit within 30 days from the date of issuance 
of this order a definite plan of financing, together with the requisite 
commitments, satisfactory to the Commission. 

(D) Applicant shall file a gas tariff satisfactory to the Com- 
mission 60 days prior to the commencement of deliveries of gas for 
storage by Texas Illinois and Natural Gas Pipeline. 

(i) Applicant shall report in writing and under oath, the com- 
mencement date of the construction of the facilities herein authorized 
and thereafter shall submit quarterly reports of construction progress, 
the completion date of the construction of the facilities, the date of 
commencement of operations and the information outlined in finding 
number (5) herein which is to be submitted with the quarterly prog- 
ress reports. 

(F) This certificate is not transferable and shall be effective only 
so long as applicant continues the operations hereby authorized under 
the terms and conditions of this order, in accordance with the pro- 
visions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations or orders heretofore or hereafter issued by the Commission. 


Adopted: September 9, 1952. Issued: September 11, 1952. 
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In THE MATTER OF 
NORTHERN NATURAL GAS COMPANY 
Order Affirming Working Capital Allowance After Rehearing 
Docket Nos. G-1382, G-1533, G-1607 
(Adopted September 25, 1952: Issued September 26, 1952) * 


Syllabus 


. Northern’s “balance sheet approach” is not considered to be a proper basis 
for determining working capital requirements. P. 377. 

. Commission finds that the working capital determinations, as set forth in 
opinion 11 F. P. C. 123, are appropriate. P. 379. 


WIMBERLY, Commissioner, concurring. 


3Y¥ THE COMMISSION: 
OPINION 


During the hearing preceding the issuance on June 11, 1952, of 
pinion 11 F. P. C——and accompanying order in the above-entitled 
proceedings, the Commission’s staff and Northern were of like view 
is to the inclusion in the rate base of a working capital allowance of 
$3,125,410. However, in that opinion and order, we included only 
31,004,437 in the rate base for working capital purposes. The dif- 
ference between these amounts, $2,120,973, represents 75 percent of 
Northern’s federal income tax accruals of $2,827,964 in the test period 
»f December 1, 1950 to November 30, 1951, inclusive. 

We agreed that $3,125,410 represented the amount required by 
Northern for working capital purposes. Our position was, however, 
that tax accruals are available for working capital purposes since the 
taxes are paid to Northern by its customers in advance of the time 
Northern is required to pay such taxes; that 75 percent of Northern’s 
fax accruals were available for its working capital requirements; and 
that such requirements should be offset by 75 percent of Northern’s 
tax accruals since otherwise the customers would, in effect, be required 
to pay a return on capital contributed by them if the tax accruals were 
disregarded and the full amount of $3,125,410 included in the rate 
base. 


*Designated Commission opinion No. 228—A. 


Epitor’s Note: Affirmed 206 F. 2d 690 (C. C. A. 8, 1953), certiorari denied per curiam 
346 U. S. 922 (1954). . 
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In its application for rehearing, filed July 9, 1952, Northern asserted 
that the Commission had erred in offsetting the tax accruals against 
$3,125,410 on the ground that Northern had not received an oppor- 
tunity to be heard on the Commission’s treatment of tax accruals in 
the working capital determination. While a rehearing may not have 
been necessary, we nevertheless granted it as to the propriety of off- 
setting the working capital determination by the tax accruals as above 
described. 

The rehearing was held on August 21 and 22, 1952, and briefs were 
filed by Northern and the staff on September 15, 1952. On the last 
day of the rehearing, Northern’s counsel moved to omit the inter- 
mediate decision procedure. No objection was made thereto and 
thereafter, as provided in section 1.30 (c) (3) of the Commission’s 
rules of practice, the motion was reported to the Commission. Ten 
days having elapsed and the motion not having been denied, the mat- 
ter is now before us for decision. (Rules of practice, section 1.30 
(d) (5)). 

From the record and briefs on rehearing, it appears that there is 
no real contention by Northern that federal income tax accruals may 
not be considered as available for working capital purposes and 
taken into account in determining the amount to be included in the 
rate base for working capital purposes. 

Northern’s contentions are (1) that Northern’s balance sheet for 
1950 shows that the required working capital allowance is actually 
$3,782,000 after deduction of all tax accruals, but Northern claimed 
only $3,125,410; (2) that the Commission’s offset of tax accruals 
against the $3,125,410 therefore has the effect of deducting the tax 
accruals twice; and finally (3) that, in any event, only 33 percent 
and certainly no more than 43 percent, of the tax accruals may be 
considered as available for working capital purposes. As we show 
below, there is no merit to these contentions. 





1In support of the motion, Northern’s counsel stated (Transcript, pp. 188—A to 189-A): 

“I have also a question with reference to the intermediate decision procedure, Mr. 

Examiner, and I would like to move in that connection that the intermediate decision 
procedure be omitted. 

“This case in its entirety has been going on for some time, as we all know, and 
I think rather necessarily so. There have been a lot of very important issues, | 
think, for the industry, involved in this case. 

“Of course, we are all familiar with the statutory provision, which indicates that 
the Commission may give precedence to rate increase cases over any other matters 
pending before the Commission. I repeat that this case has been on hearing for a 
very considerable period of time, and I think that both sides, that is, both the staff 
and the applicant, are anxious to get some final answers at the earliest possible date. 

“Of course, if the intermediate decision procedure were pursued, necessarily, the 
proceeding would be greatly protracted. 

“I think the circumstances existing here make it perfectly apparent that there 
is the basis for the Commission to make a finding that the intermediate decision 

procedure should be omitted, and I therefore so move.” 
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In the hearings prior to the issuance of opinion 11 F. P. C. 123, 
orthern computed the working capital requirements as $3,125,410, 
slowing the same method of determining the requirements as is 
sgularly used by us. There can be no question that the computations 
ade by Northern pursuant to that method gave no effect to the 
xistence of tax accruals as a source of working capital. Indeed, the 
urden of Northern’s complaint in its application for rehearing was 
hat it had never been heard on the question of offsetting working 
pital requirements by accrued taxes. Nor does Northern actually 
ry that the computations it made under the method it employed to 
rrive at the $3,125,410 show that tax accruals were offset against 
he requirement and resulted in the $3,125,410. 

Northern’s present claim that the $3,125,410 gives effect to tax 
ccruals, involves abandonment of the method it employed and recog- 
ized as proper earlier in this case, Northern now switching to the 
balance sheet approach” as the proper method of determining the 
vorking capital requirement. Under the “balance sheet approach,” 
he working capital requirement is considered to be the difference 
etween current and accrued assets and current and accrued liabilities 
is they appear on the balance sheet. Thus, using its balance sheet 
‘or the year ended December 31, 1950, as adjusted by Northern for 
ertain items which need not be detailed here, Northern arrived at 
| working capital requirement of $3,782,000. Since Northern’s tax 
iccruals appear in the balance sheet as an accrued liability, and since 
he $3,782,000 exceeds the $3,125,410, Northern asserts and argues that 
the latter figure gave effect to tax accruals and that the Commis- 
ion’s offset of tax accruals against the $3,125,410 resulted in a dupli- 
‘ate deduction. 

This conclusion is completely unsupportable. First, the $3,782,000 
ind $3,125,410 are determined by different and unrelated methods. 
Second, there is no basis for Northern’s claim that the balance sheet 
upproach was employed to check the $3,125,410. Third, and finally, 
the balance sheet approach now relied on by Northern to maintain 
its contentions is not a proper or reliable basis for determining work- 
ing capital requirements. 

In Cities Service Gas Co., 3 F. P. C. 459 (affirmed, 155 F.2d 694 
(C. A. 10), cert. denied, 329 U. S. 773, rehearing denied, 329 U. S. 
832), the Commission had the following to say about the “balance 
sheet approach” (at p. 478): 

The company also presented a calculation showing that by taking the three- 
year average excess of current assets over non-interest bearing current lia- 
bilities at December 31 of each of the years 1939, 1940 and 1941, the indicated 


working capital requirement would be $3,103,493. We reject this method of 
computing working capital requirements as unsound and inherently fallacious 
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for rate-making purposes. By this device there would automatically be in. 
cluded in the working capital allowance such items as surplus cash on hand 
and cash held for payment of dividends, interest, and debt retirement. 
What we there said applies with equal force to Northern’s reliance 
on its balance sheet for 1950. 

In addition, the unreliable nature of the balance sheet as a basis 
for determining the working capital requirements is shown by the 
fact that Northern’s balance sheet for 1951 shows that its working 
‘apital requirements are $3,000,000 less than the amount required 
for 1950 on the basis of the balance sheet for that year although 
Northern is a growing company and admittedly required a greater 
working capital in 1951 than in 1950. 

Thus, it is clear that Northern’s claim of a duplicate deduction, 
predicated as it is on the balance sheet approach, is without merit. 

As for Northern’s contention that 33 percent, and in no event more 
than 43 percent, of the income tax accruals should have been con- 
sidered as available for working capital purposes, it is clear that these 
percentages are not representative of the accrued taxes available 
for working capital purposes. 

These percentages represent the lowest point of available federal 
tax accruals during the years 1954 and 1955, whereas the 75 percent, 
found available by the Commission and shown to be available by the 
evidence, represents the average amount of tax accruals on hand over 
a five-year period of 1951 through 1955.? 

Not only does Northern ignore the fact that the low points of the 
earlier years, 1951, 1952 and 1953, are substantially higher than the 
33 percent and 43 percent, namely, 73 percent, 63 percent and 53 per- 
cent, respectively, but additionally, Northern ignores the fact that 
the high point of each of the years 1951 to 1955, inclusive, would be 
10814 percent in February of each of those years, represented by one 
full year of prior year’s taxes and one month of current year’s taxes. 
Northern makes no attempt to explain why these higher percentages 
would not be as valid as the 33 percent or 43 percent. 

The fact is, however, that neither the percentages relied on by 
Northern nor those referred to in the immediately preceding para- 
graph may be properly used in determining income tax accruals avail- 
able over a period of years. Only the average accruals present a fair 
and proper basis both from the ratepayers’ standpoint and that of the 
company. This is so because the average gives effect both to the high 
and low points of the accruals without requiring of the ratepayers 
that they provide an excessive amount of working capital on the 
basis of a low point which is not representative of the yearly cycle 





?The 75 percent gives effect to accelerated quarterly income tax payments extending 
through 1955. 
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during which rates will be paid or that the company receive an inade- 
quate amount of working capital due to a high point occurring in the 
cycle. In this connection we note that the use of the average is con- 
sistent with our method of determining the working capital allowance 
for materials and supplies and the cash allowance required to meet 
operating expenses. 

Based upon the evidence in this case, including that offered at the 
rehearing, we find that the working capital determinations, as set 
forth in opinion 11 F. P. C. 123 and accompanying order, are appro- 
priate. 

The Commission therefore order's: 

The working capital determinations set forth in opinion 11 
F. P. C. 123 and accompanying order, issued June 11, 1952, be and the 
same are hereby affirmed. 

Commissioner Doty not participating. 

Adopted: September 25, 1952. Issued: September 26, 1952. 
Winperty, Commissioner, concurring : 

I believe my views as set forth in my dissenting opinion accompany- 
ing Commission opinion 11 F. P. C. 123, are correct. However, the 
Commission did not agree. The limited question presented here on 
rehearing is the proper amount Northern should be allowed for work- 
ing capital. Although I adhere to the views expressed in the fore- 
going dissenting opinion, I concur in the principle expressed herein 
with respect to the Commission’s treatment of income tax accruals but 
I would reach a different result if the Commission agreed with me that 
the minimum price order of the Kansas Corporation Commission for 
natural gas produced in the Kansas Hugoton field should be recog- 
nized in our rate proceedings. 


Issued: September 26, 1952. 





In toe MArrer oF 
COLORADO INTERSTATE GAS COMPANY 
Application for Rehearing of Rate Dete:miaation 
Docket No. G-1115 
(Adopted September 26, 1952; Issued September 29, 1952) * 


Syllabus 


1. Order issued in 11 F. P. C. 324 modified to retain 9.5 cents per M. ec. f. rate in 
rate schedule 1-1 for firm industrial service to Clayton by Colorado. 
P. 380. 

2. Commission finds that rehearing is not required with respect to its determina- 
tion that federal income tax accruals are available for working capital 
purposes and do not represent funds contributed by investors upon which 
utility is entitled to earn a return. P. 382. 

3. Commission affirms its determination that a 5.75 percent rate of return in this 
ease is just and reasonable. P. 385. 

. Commission reafirms reasonableness of relative value method and use of 5 
cents per M. c. f. price for purpose of allocating joint production, gathering, 
and processing costs between dry gas and natural gasoline. P. 385. 

>. Federal income tax allowance of $185,599 held correct, since difference be- 
tween claimed tax liability and income tax allowance was result of loss 
on gasoline operations which was found non-allowable as part of cost of 
service. P.387. 


By THE ComMISssION : 
OPINION 


Application for rehearing and motion for stay of our opinion and 
order 11 F. P. C. 324, issued on August 8, 1952, in the above-docketed 
proceeding, were filed by Colorado Interstate Gas Co. (Colorado) on 
August 27, 1952. 

Numerous specifications of errors are advanced by Colorado. None 
require rehearing, although one of them warrants minor modification 
of the opinion and order respecting the industrial rate schedule ap- 
plicable to Clayton Gas Co. Our order establishes a rate of 9 cents 
per M. c. f. for sales of industrial gas to Clayton as compared to the 
prior rate of 9.5 cents per M.c. f. This reduction is inconsistent with 
our finding that Colorado’s rates for service to Clayton are below the 
cost of service. Accordingly, we will modify our order issued August 


*Designated Commission opinion No. 235-—A. 
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8, 1952 to retain the 9.5 cents per M. c. f. rate in rate schedule I-1 for 
firm industrial service to Clayton. 

Colorado complains that we did not indicate in our opinion and 
order which of the data we considered for 1952, the test year. This 
complaint is frivolous for the data wpon which we based the rate 
reduction are explicitly set forth. Thus, the table on p. 327, supra, 
of the opinion shows the components involved in the rate-making 
process as claimed by the staff and Colorado, and the differences be- 
tween them. These data, underlying our decision, are fully discussed 
in the balance of the opinion and order. 

In this connection, we note that Colorado is concerned regarding our 
description in the opinion of certain evidence offered by the staff and 
by Colorado as “rebuttal” evidence. It is Colorado’s concern that 
such reference shows that we may not have accorded such evidence 
the consideration to which it is entitled. Our description, however, 
is directed to the point of time or order in which the evidence was 
introduced at the hearing. Our decision regarding the weight of that 
evidence and the inferences, findings and conclusions to be drawn 
from the evidence were not influenced by or dependent on the order 
in which the evidence came into the record. All of the evidence re- 
ceived in the record, whether introduced as part of the case-in-chief, 
rebuttal, or sur-rebuttal has been fully considered. Indeed, we al- 
lowed as part of Colorado’s expenses, amounts claimed by Colorado 
in what we may properly call its “sur-rebuttal” case. 

Colorado also challenges our consideration of federal income tax 
accruals as available for working capital purposes. Our determina- 
tions in this case disclosed that there were available to Colorado for 
working capital purposes tax accruals of $139,199.00. We, therefore, 
found that the working capital requirement which should be included 
in the rate base should be offset by that amount. Colorado does not, 
in its application for rehearing, challenge the propriety of offsetting 
tax accruals against working capital requirements. Its contention is 
only that it had no notice during the hearings that tax accruals would 
be so treated and that it has, therefore, been deprived of due process of 
law, and that this deprivation amounts to confiscation of its property. 

It is an accepted practice in computing the rate base on which the 
utility is entitled to earn a fair return to include an amount repre- 
senting the utility’s working capital requirements. This is done on 
the theory that the funds required for such purpose are contributed 
by the investors and, therefore, are in the same category as funds con- 
tributed by investors for the construction of utility plant which is 
devoted to the customers’ service. 

From this it is obvious, of course, that in any computation of the 
working capital requirements it is appropriate to take into account 
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funds contributed by the customers which are available for working 
capital purposes and which diminish the amount required to be made 
available by the investors for such purposes. In the case of Colorado, 
it is not open to question that Colorado’s customers contribute, through 
rates, amounts which are intended to enable Colorado to meet its fed- 
eral income tax liabilities. These funds are contributed by the cus- 
tomers in advance, often far in advance, of the time when they must 
be paid over by Colorado to the federal government. It is not open 
to question that such amounts are available for working capital pur- 
poses and do not represent funds contributed by the investors upon 
which the utility is entitled to earn a return. 

We do not believe that any deprivation or procedural due process 
is involved. The computation of a proper working capital allow- 
ance was one of the issues in the case as to which Colorado had full 
notice and the availability of tax accruals for such purposes was 
equally well known to Colorado. 

The exclusion from the rate base of $139,199 only affects Colorado’s 
return by $8,003.94 representing 5.75 percent return on $139,199. Not 
only is this amount of $8,003.94 de minimis, but under the rate we have 
ordered to be placed in effect, there will be an excess of $15,795 in 
revenues over cost of service (p. 361, supra), which amount easily ab- 
sorbs the $8,003.94. We find, therefore, that rehearing is not required 
with respect to the working capital determination. 

Colorado attacks our allowance of a 5.75 percent rate of return con- 
tending that: 

(1) We did not allow present cost of debt capital but, instead, used 
an historical rate of 3.21 percent; 

(2) We did not allow that extra “fillip” as Colorado puts it which 
is necessary to attract money in the future; and 

(3) In determining the reasonable cost of common stock capital 
we erred in applying earnings-price ratios in relation to the book value 
of the common stock. 

As to the first contention, it is true that 3.21 percent cost of debt 
capital was historically incurred in the sense that Colorado’s serial 
notes were issued in the past. It is completely erroneous, however, 
to state that we did not allow the present cost of that capital. Actu- 
ally, Colorado’s present cost of debt capital is 3.21 percent. Interest 
and other costs associated with debt capital naturally continue in re- 
spect to that part of the capital represented by the debt until such 
debt is redeemed or is retired. There can be no question whatsoever 
that the present cost of debt capital is 3.21 percent and this we fully 
recognized. 

There are no facts of record which show what the rate of debt money 
will be at some unknown time in the future when the company may 
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raise additional debt capital. As a matter of fact, there is nothing 
in the record which shows that the company has either definite or in- 
definite plans to raise additional debt capital. The use of a higher 
rate of interest than that which is presently being paid by the company 
would, therefore, merely represent an unwarranted additional allow- 
ance for the common stock equity and would not represent proper cost 
of debt capital. 

As to the allowance of an extra “fillip”, such allowance was not made 
in respect to debt capital because of the absence of any showing that 
such an extra allowance was even remotely appropriate. We did, 
however, make no allowance over and above the percentage of returns 
on common stock which are currently reflected in the purchase of nat- 
ural gas company securities. Thus it was shown that investors have 
been buying common stocks since 1945 on the basis of approximately 
8.3 percent earnings. In other words, the earnings which appear to 
be available to natural gas common stocks when related to the pur- 
chase price of those stocks by investors indicate that investors have 
been requiring on the average an earning of 8.3 percent. As of Octo- 
ber 1, 1951 the stock of representative natural gas companies was 
being bought on the open market on the basis of 6.4 percent earnings. 
Moreover, a large block of the stock of Colorado Interstate Gas Co. 
was sold in April 1952 in the face of a pending rate reduction proceed- 
ing on the basis of 7.03 percent earnings as measured by relating earn- 
ings to the market price of the stock. Our rate of return of 5.75 per- 
cent when broken down by capital elements, results in an 8.45 percent 
return on the common equity after an allowance of 14 percent for the 
cost of floating the stock. Accordingly, we allowed more than the 
“bare bones” cost of capital. 

Colorado contends that, in measuring the return required by in- 
vestors, we misapplied the percentage relationship of the earnings 
available to common stock to the market value of common stock that is, 
the earnings-price ratio. Colorado argues that if the earning-price 
ratio is used it should be applied to the market value base for the stock 
instead of the book value. Such an application would have the effect 
of departing from the investment rate base and substituting, in part, 
a fair value base according to the proportion of common stock to other 
capital of the company. 

In the alternative, Colorado contends that the 8.45 percent earnings- 
price ratio should be applied to the actual investment in such manner 
as to effect a 13.79 percent return on the common equity. This con- 
tention is as novel as it is lacking in merit. It too would require the 
rate of return to be fixed so as to maintain the market value of the 
stock. This is circular reasoning. It is well known that the chief 
factor affecting the market value of a common stock is the earnings 
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of a corporation. Accordingly, inasmuch as market value reflects the 
earnings position, the allowance of earnings sufficient to maintain that 
market value would completely defeat effective regulation. Excess 
-arnings would result in excess market value which, under the theory, 
must be maintained; inadequate earnings which would result in a de- 
pressed market value would likewise have to be maintained if all that 
is required under the principle stated is the maintenance of the market 
value of the stock. Under this scheme, if high earnings are once 
obtained they could never be reduced through rate regulation, whereas 
inadequate earnings could not be increased. The plan is entirely de- 
void of merit. Market values of securities are the result and not 
the cause of earnings. A fundamental error would be committed in 
the determination of a fair rate of return if it were fixed with a view 
of maintaining the market value of securities. 

Evidently there is misunderstanding by Colorado as to the Com- 
mission’s weighing of earnings-price ratios and yields on common 
stocks in determining the over-all rate of return. It has long been 
recognized that the best means of determining what investors require 
in the way of return as to all classes of capital, debt, preferred stock, 
and common stock, is by resort to the prices prevailing on the securi- 
ties markets. If a corporation has 4 percent bonds outstanding and 
such bonds are selling at a premium so as to yield 3 percent, that is 
good evidence that the return required of such a bond by investors is 
3 percent. By the same token, if investors are investing large sums 
of money in common stock on the basis that their return, expressed in 
earnings, will amount to 8 percent and yield 514 percent to 6 percent, 
that is good evidence of how the investors appraise the common stock 
in relation to other investment opportunities and is likewise good 
evidence as to the return required by investors to attract their capital. 

The significant factors, therefore, are the relationships of earnings 
to price paid by investors and dividends to price. These relation- 
ships disclose the investor’s appraisal of the securities under consider- 
ation and, as stated above, what the investors require in the way of 
return. The market value of the stock is not here important per se 
but is only important in showing the percentage return which in- 
vestors will insist upon to be attracted to the enterprise. 

It is not possible, on this record at least, nor is it in any way neces- 
sary, for us to determine a reasonable rate of return for Colorado a 
long time in the future. The return may be affected by many events 
such as the amount and interest rate of debt securities issued, the 
additional stock, preferred or common, floated, and the ratio of the 
capital items to the total capital structure. It is not at all unlikely 
that the issuance of additional debt capital, even at a higher rate than 
3.21 percent, would result in a lower over-all cost of money because of 
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the change in the capital structure whereby a larger percentage thereof 
would be represented by low-cost capital items. It will be appropri- 
ate to consider these matters when their occurrence is a fact or at least 
is shown to be imminent. 

Accordingly, we affirm our determination that a 5.75 percent rate 
of return in this case is just and reasonable. 

Colorado contends we erred in several respects in our use of the 
relative market value method for allocating between dry gas and 
natural gasoline the joint production, gathering and processing costs. 
It is alleged that there is no evidence to support the use by us of such 
method. Such allegation appears to be negated by the extended dis- 
cussion by Colorado of the evidence dealing with the subject. Other 
than its expressed preference for the volumetric method which we 
have already considered and rejected as producing an unreasonable 
result, Colorado’s chief criticism centers upon our use of a 5 cents per 
M. c. f. market price for dry gas. 

Colorado seems to believe that the relative market value method is 
invalid unless the current market prices of the respective products are 
used. We do not agree, for in our judgment it would not be proper 
to use the spot market prices of either dry gas or natural gasoline 
for allocating joint costs, and we have, therefore, used average market 
prices both for dry gas and gasoline. Colorado finds no fault with 
our use of the average market price for gasoline but maintains that 
the true market value factor which we should use for the dry gas is the 
current market value of 10 cents per M. c. f. alleged to prevail in the 
Panhandle field. The evidence relied on by Colorado, in our judg- 
ment, does not require alteration of the 5 cents per M.c. f. price. That 
evidence consists of testimony by a witness for Colorado that he had 
seen a contract for the purchase of gas in the West Panhandle field 
by Panhandle Eastern Pipe Line from Shell Oil and Sinclair Oil 
dated August 30, 1951, providing for a price of 9.5 cents per M. ec. f. 
at a 16.4 pound pressure base. Moreover, the contract prices of 
natural gas in other fields which are in the record could only be 
recognized if data of probative value relative to the market prices of 
natural gas in the Panhandle field were lacking. This is not the 
case. 

The Texas Railroad Commission is required by law ' to determine 
annually or semiannually the market price being paid at the wellhead 
for natural gas to be used or sold in the Panhandle field for light and 
fuel purposes. The record contains two reports of the Texas Railroad 
Commission wherein there are set forth data with respect to market 
prices being paid at the wellhead for gas used and sold for light and 


1Senate Bill No. 227, amending Section 3 of Article 600S8a, Title 102,° Vernon's An 
notated Civil Statutes of the State of Texas, Subdivision (f). 
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fuel purposes. In the report (exhibit No. 3), dated January 10, 1951, 
there are set forth various contract prices paid for gas at the wellhead 
under contracts made during the period commencing July 1, 1948, 
and extending through October 31, 1950, as well as prices paid under 
contracts between various pipeline companies. In the second report 
(exhibit No. 2), dated September 12, 1951, the weighted average 
market price was found to be 4.8526 cents per M. c. f. (16.4 pounds per 
square inch). The earlier report does not purport to cover prices 
paid on a field-wide basis such as does the latter report, of September 
12, but reflects only prices paid under the contracts made during the 
period indicated. Such wellhead contracts specify prices ranging 
from a low of 3.12655 cents per M. ec. f. to a high of 5.36 cents per 
M. c. f., the arithmetical average being 4.37059 cents per M. c. f. The 
report of September 12 also contains a comparison of the weighted 
average prices for various periods running from 1942 through 1950. 
These data show that over this period there has been a gradual but 
steady increase in the weighted average prices paid for gas at the 
wellhead in the Texas Panhandle field. The weighted average price 
on a 16.4 pressure base was 4.1005 cents per M. c. f. in 1942. During 
the intervening years the prices increased gradually to 4.8526 cents in 
the last half of 1950. 

Colorado makes reference to the fact that there is a higher later 
published price of the Texas Railroad Commission which was not 
considered. The evidence shows, however, that such later report does 
not require a revision in the 5 cents per M. c. f. we have used. 

Colorado also claims that we were wrong in stating that Colorado’s 
predecessor (Canadian River) paid the Texas production tax on a 
4.33 cents per M. c. f. market value and cites the applicable provision 
of the Texas statute which reads as follows: 

The market value of gas produced in this state shall be the value thereof at 
the mouth of the well, however, in case gas is sold for cash only the tax shall 
be computed on the producers gross cash receipts.’ 

Colorado contends that, since it (and its predecessor) sold gas for 
cash, only, it cannot be said that the production tax was based on the 
market value. We think Colorado has misread the statute since the 
‘ash sale referred to must obviously be at the wellmouth. The record 
does not show that the Texas production tax is computed by Colorado 
on the basis of the cash received by it for the gas sold in its market 
areas but rather it is computed upon the basis of a declared market 
value. The declaration by Colorado of a market value of 4.33 cents 
per M. c. f. as the basis for computing its production tax is only one of 
the indicia of the market price of gas in the Panhandle field which we 


2 Vernon’s Annotated Revised Civil Statutes of the State of Texas Title 122, Article 
7047b (2). 
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may and did properly take into consideration. Our conclusion would 
not be altered even if we disregarded Colorado’s payments pursuant 
to this statute. 

Colorado maintains that since the market price determinations by 
the Texas Railroad Commission are wellhead prices whereas the 5 
cents per M. c. f. price used by us is at the point of split-off in the gaso- 
line plant, the cost of gathering and processing should be added since 
that increased the value of the gas. We were well aware of this fact 
and gave consideration thereto in determining the 5 cents price used 
in the allocation. We also took into consideration the fact that the 
wellhead price determined by the Texas Commission is for wet gas 
and that the gas after extraction of the liquid hydrocarbons would 
have a lesser value. The evidence shows the value of the gasoline 
content of the gas at the split-off point is approximately 2 cents for 
each M. c. f. of wet gas processed. 

In our determination of an appropriate market price to be used for 
the dry gas at the point of split-off in the gasoline plant we took all 
of these factors into account. It is our view that the 5 cents per 
M. c. f. price is reasonable, based upon the evidence, and may be ap- 
propriately used for the purpose of allocating the joint production, 
gathering and processing costs between dry gas and natural gasoline. 

Colorado complains that we have not included in our opinion full 
details as to how we arrived at the determining figures for making the 
allocation of costs attributable to gasoline appearing at p. 347, supra, 
of the opinion. We think our opinion contains sufficient details for 
Colorado to verify from the record the basic data which we used and 
to ascertain precisely how our determinations were made. Never- 
theless we annex hereto as part of this opinion and order Tables I and 
II containing appropriate record references which will facilitate 
Colorado in determining the details which it states it requires. 

Colorado alleges that it has been deprived of the rate of return to 
which it is entitled by reason of our treatment of the loss on gasoline 
operations in computing income taxes. Colorado claims the federal 
income tax allowance is properly calculated at $642,264, whereas our 
allowance is $185.599, or a difference of $456,665. 

The difference between the claimed income tax liability and the 
income tax allowance we provided is the result of our treatment of the 
loss on gasoline operations of $421,537. We have found that the loss 
on gasoline operations should not be considered a part of the cost of 
service and with this finding Colorado does not take issue. Colorado 
would have us compute its federal and state income tax liabilities on 
the basis of earnings which do not reflect a reduction in the cost of 
service of the $421,537. To accede to Colorado’s contention, however, 
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is to nullify the removal of the $421,537 from the costs which the cus- 
tomers of Colorado should bear. For under Colorado’s claim the 
$421,537 denied it as recovery of a loss on gasoline operations would 
be recovered in substantial part from the customers in the guise of a 
reimbursement for a higher tax liability only part of which would 
in fact be incurred. 

Colorado alleges that the Commission by its order changed the 
character of service of rate schedule I-1 as contained in the tariff of 
Canadian River Gas Co., applicable to the sale of industrial service 
gas to Clayton Gas Co. from “firm service to service subject to cur- 
tailment and having a priority below that which Clayton had en- 
joyed.” Of course, we did nothing of the sort. In the case of all 
rate schedules referred to at pp. 361 and 363, supra, of the opinion, we 
specified the rates to be included in the rate schedules required to be 
filed by Colorado Interstate. No change in any existing service classi- 
fication was ordered, and none was contemplated or inferred. 

Colorado objects to the omission of the intermediate decision pro- 
cedure. In our order of May 23, 1952, omitting that procedure, we 
stated the subsidiary facts on which we made our finding that “due 
and timely execution of our functions imperatively and unavoidably 
required” the omission in this proceeding. We adhere to the view 
expressed there that these subsidiary facts are sufficiently substantial 
to warrant and support the requisite statutory finding. We have had 
occasion recently to note the increased number and magnitude of 
formal proceedings now pending before us, particularly rate proceed- 
ings under the Natural Gas Act, and that this increase has created a 
growing burden on our limited staff, including examiners, necessitat- 
ing unavoidable delay in the disposition of these matters before this 
Commission.* These factors, while not necessary to our decision to 
omit the intermediate decision procedure in this case, cannot be over- 
looked in any consideration of the matter. 

Finally, we note that Colorado filed a motion for stay of our rate 
reduction order on August 27, 1952, and thereafter, on September 8, 
1952, while the motion and its application for rehearing were still 
pending, sought and secured a stay of our order and an injunction 
from the United States Court of Appeals for the Tenth Circuit. We 
have moved to vacate the stay and injunction on the ground, inter 
alia, that the court was without jurisdiction until Colorado has ex- 
hausted its administrative remedies and filed a petition for review 
in the court. However, we are faced with the fact that a stay and 
injunction have issued which deprive the Commission of its discretion 





3 Mississippi River Fuel Corp., docket No. G—1641, order issued June 3, 1952; Alabama 
Tennessee Natural Gas Co., opinion 11 F. P. C. 114. 
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respecting Colorado’s motion for stay, rendering inappropriate any 
action on that motion at this time. 

The Commission further finds: 

(1) Opinion and order 11 F. P. C. 324, issued August 8, 1952, 
should be modified as hereinafter ordered. 

(2) No new facts have been presented or alleged in Colorado Inter- 
state Gas Co.’s application for rehearing and no principles of law are 
stated in the application, which either were not fully considered by 
the Commission before it entered its opinion and order 11 F. P. C. 
324, issued August 8, 1952, or which, having now been considered, 
warrant further hearing, modification except as herein after ordered, 
or abrogation of the opinion and order. 

The Commission orders: 

(A) The following, appearing on p. 361, supra, of opinion 11 
F. P.C.324: 

“Rate schedule I-2 (including rate schedule I-1 adopted by 

Colorado) 
9 cents per M. c. f.” 
be modified to read as follows: 
“Rate schedule I-2 
9 cents per M. c. f. 
Rate schedule I-1 (adopted by Colorado) 
9.5 cents per M. ec. f.” 

(B) The following, appearing on p. 363, supra, in paragraph (B) 
of the order accompanying opinion 11 F. P. C. 324: 

“Rate schedule I-2 (including rate schedule I-1 adopted by 
Colorado) 
9 cents per M. c. f. 


be modified to read as follows: 
“Rate schedule I-2 
9 cents per M. c. f. 
Rate schedule I-1 (adopted by Colorado) 
9.5 cents per M. c. f.” 
(C) The petition for rehearing be and the same is hereby denied. 
(D) The effective date of this opinion and order 11 F. P. C. 380, 
is September 26, 1952. 
Commissioner Draper not participating. 
Commissioner Wimberly concurs in the findings and order. 


Adopted: September 26, 1952. Issued: September 29, 1952. 
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In THE MATTER OF 
NIAGARA MOHAWK POWER CORPORATION 
Application for Order Approving Amortization 
Docket No. E-6264 
(Adopted September 30, 1952; Issued October 3, 1952) * 
Syllabus 


. Commission denies proposal by Niagara Mohawk to amortize by ratable 
monthly charges to operating expenses an expenditure of $1,500,000 repre- 
senting payment to Aluminum Company of America in connection with 
termination of unprofitable power contracts. P. 398. 

. Commission determines that ALCOA had been given preferential treatment 
under contracts for mechanical horsepower, and therefore Niagara cannot 
sustain its claim that payment was necessary to relieve it of burden of 
these contracts inasmuch as the company failed to seek remedial action 
by the Commission. P. 396. 

3. Section 19 of the Federal Power Act gives Commission jurisdiction over such 
contracts as sale to ALCOA where electric company not only makes sales 
to other industrials but also sells energy to another electric company for 
sale to residential consumers. P. 395. 

. Contractual provisions do not prevent application of valid regulation, and 
corporation performing public service has obligation to take initiative in 
establishing reasonable rates free of discrimination. P. 396. 

. Apart from necessity of any payment to ALCOA, Niagara Mohawk has not 
shown its reasonableness in view of company’s failure to take advantage 
of factors which gave it bargaining advantage. VL’. 396. 

. Commission finds that facts shown Go not justify proposed accounting charge 
to future periods of cost of abrogating these contracts, and it further 
finds such cost to be loss suffered in year made rather than assets of new 
business. P. 398. 

. Commission denies application of Niagara Mohawk for order approving 
amortization by charges to operating expense of payment to ALCOA, and 
Commission orders that Mohawk charge off such expenditures to Earned 
Surplus, account 271. P.398. 


+? 


Lauman Martin for Niagara Mohawk Power Corp. 
Howard E. Wahrenbrock, Rueben Goldberg, Francis L. Hall, and 
Theodore French for staff of the Federal Power Commission. 
By THE CoMMISSION : 
OPINION 


This is a proceeding on an application by Niagara Mohawk Power 
Corp. (Mohawk), successor in interest to The Niagara Falls Power 


*Designated Commission opinion No. 237. 
EpiTor’s NOTE: Affirmed 209 F. 2d 814 (C. A. D. C., 1954). 


392 





Co. | 
of tl 
repre 
in 
char 
Tl 
1922 
annu 
52,00 
$416 
Niag 
oper: 
outp 
diate 
Or 
agres 
the f 
A LC 
were 
insta 
$2.57 
prod 
Octo 
Corp 
per k 
whic! 
then 
ment 
the o 
On 
sion 
ment 
over 
provi 
inclu 
tion 
we se 
Mare 
decisi 
upon 
us is 
find 3 
paym 
purpe 


NIAGARA MOHAWK POWER CORP. 393 


Co. (Niagara), for Commission approval of an accounting disposition 
of the amount of $1,500,000 in account 146, other deferred debits, 
representing a payment made to Aluminum Co. of America (ALCOA), 
in connection with the termination of certain power contracts, by 
charges to operating expenses over a period of years. 

The power contracts were five in number, executed from 1895 to 
1922, and provided for the lease te ALCOA of non-project land at an 
annual rental of $4,700 and for the purchase by ALCOA of a total of 
52,000 mechanical horsepower at $8.00 per mechanical horsepower or 
$416,000 per year. The mechanical power was delivered by five of 
Niagara’s hydraulic turbines to direct current generators owned and 
operated by ALCOA, all in Niagara’s Schoellkopf Station 3A. The 
output of the generators was transmitted to ALCOA’s plant imme- 
diately adjacent to the powerhouse. 

On March 7, 1947, Niagara and ALCOA entered into an executory 
agreement providing for the cancellation, as of March 1, 1949, of 
the five power contracts. Upon the latter date Niagara’s service to 
ALCOA ceased and shortly thereafter the direct current generators 
were removed from the Schoellkopf Station. In their place Niagara 
installed five alternating current 60-cycle generators, at a cost of 
$2,574,435, having an aggregate rated capacity of 40,000 kilowatts, 
producing 363,085,000 kilowatt-hours during the year 1950. Until 
October 19, 1950, such energy was sold to Buffalo Niagara Electric 
Corporation at the rate charged all of Niagara’s customers, 3 mills 
per kilowatt-hour. On that date Niagara was merged into Mohawk 
which became the successor in interest to Buffalo Niagara, and since 
then the five new generators have simply contributed to the require- 
ments of Mohawk’s system and no attempt has been made to identify 
the output of these generators. 

On January 20, 1950, Niagara filed its petition with this Commis- 
sion in which it sought an order authorizing it to amortize the pay- 
ment of $1,500,000 by ratable monthly charges to operating expense 
over the period commencing March 1, 1949, to May 1, 1967, and ap- 
proving this procedure with respect to all accounting requirements, 
including the determination of project earnings for purposes of sec- 
tion 10 (d) of the Federal Power Act. By order of July 11, 1950, 
we set a hearing in the case which was held, after postponement, on 
March 14 and April 4 and 5, 1951. Upon the filing of the examiner’s 
decision and exceptions thereto by the staff and by Mohawk, and 
upon oral argument before the full Commission, the question before 
us is whether Mohawk has sustained its burden of proof, which we 
find is imposed upon it, that its proposal to amortize the $1,500,000 
payment over an 18-year period is reasonable or appropriate for the 
purposes of the Federal Power Act, and that in the determination 
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of the amount of amortization reserves to be established and main- 
tained pursuant to section 10 (d) of the act, the payment should be 
included in the determination of income as a proper operating cost. 
In our opinion it has not sustained that burden so that we are also 
required to determine what is the proper accounting treatment for 
this amount. 

Mohawk bases its claim for amortization of the $1,500,000 on the 
contention that it was a necessary expenditure to secure release from 
its contracts with ALCOA and to secure the advantages of selling 
the energy at a higher price. We find the contention not supported 
by the record. 

In its relationship with Niagara, ALCOA was given preferential 
treatment in that the contract rate was fixed at $8.00 per mechanical 
horsepower per year, one-half the rate of $16.00 per mechanical horse- 
power per year which was the equivalent of the rate of $23.00 per 
kilowatt per year that Niagara’s other customers paid for electric 
energy. In other words, had the power been sold to ALCOA at the 
same equivalent rate that Niagara’s other customers paid for electric 
power, Niagara would have received approximately twice as much 
per year as it received for the 52,000 mechanical horsepower it fur- 
nished to ALCOA. When stated in terms of electric energy pro- 
duced by the 52,000 mechanical horsepower during the period, Niagara 


actually received only 114 mills per kilowatt-hour for this energy, as 


compared with three mills per kilowatt-hour received from electric 
customers. 


This was so discriminatory, in fact, that had the power been sold 
to Niagara’s other customers, instead of to ALCOA, during the 
period 1928-37, Niagara would have received $6,001,687 more in rev- 
enues. This discrimination was admitted by Mohawk’s President 
Machold in the course of the hearing as follows: 

Q. Well, in the period of time from 1940 to 1947 was the ALCOA 
rate discriminatory? 

A. Well, I suppose you could say it was discriminatory in the gen- 
erally accepted view as of today, yes. 

And Mohawk’s witness Howell, whose duties included the formu- 
lation of Niagara’s rates and the preparation of power contracts, 
could offer no explanation of the difference between the rate to AL- 
COA and the rate to Niagara’s other customers. 

While Mohawk contends that it was earning a fair return on its 
contracts with ALCOA, no adequate presentation of evidence to sup- 
port this contention was made at the hearing. In 1921, the licensee 
refused to make a new contract with ALCOA except at its standard 
rates, although it immediately did make an additional contract for 
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3,000 mechanical horsepower with a rebate clause giving the reduced 
rate, which it recognized at the time as questionable. The discrim- 
ination was also pointed out in a report prepared by licensee’s own 
rate expert, John T. Kimball, which strangely enough was given no 
weight by Mr. Machold. 

The New York Public Service Commission had attempted to abro- 
gate the agreements because the rate was discriminatory but in 1942 
the State Court of Appeals held the Commission to be without juris- 
diction (Aluminum Co. of America v. Maltbie, 289 N. Y. 357, 45 
N.E.2d 908). In such a case, section 19 of the Federal Power Act 
provides : 

* * * in case of the development, transmission, or distribution, or use in public 
service of power by any licensee hereunder or by its customer engaged in public 
service within a state which has not authorized and empowered a commission 
or other agency or agencies within said state to regulate and control the serv- 
ices to be rendered by such licensee, or by its customer engaged in public 
service, or the rates and charges of payment therefor, * * * it is agreed as 
a condition of such license that jurisdiction is hereby conferred upon the com- 
mission, upon complaint of any person aggrieved or upon its own initiative, to 
exercise such regulation and control until such time as the state shall have 
provided a commission or other authority for such regulation and control: 

Mohawk contends that the sale of power to ALCOA was not subject 
to our jurisdiction because made on Niagara’s premises for utiliza- 
tion in ALCOA’s plant. The meaning of “public service” is broader 
than this. It certainly includes sales to industrials, and the place 
where title passes is immaterial. 

Furthermore, from the language of section 19, this Commission’s 
jurisdiction attaches where the licensee or its customer is engaged in 
public service in any respect, and where a state commission does not 
have jurisdiction to regulate the service in question. Such a situation 
obtained here because Niagara not only made sales to other industrials 
but sold energy to Buffalo Niagara Electric Corp, which sold energy 
to residential consumers as well as to commercial and industrial 
customers and other utilities. 

This Commission’s jurisdiction over the sale to ALCOA is confirmed 
by the legislative history of the Federal Water Power Act which was 
enacted after frequent reference to the Niagara Falls project and its 
relationship to ALCOA, recognizing that the act would confer regu- 
latory jurisdiction over sales to ALCOA. 59 Cong. Rec. 1101-1103, 
1481-1495, 6526, 6531-6532; H. Rept. No. 910, 66th Cong., 2d Sess., 
p. 13; see also Niagara Falls Power Co. v. Federal Power Commission, 
137 Fed. 2d 787, 791-792 (C. A. 2), cert. denied, 320 U. S. 792. Fur- 
thermore, the House Conferees dropped an amendment to the bill 
which sought to exempt prior contracts not extending beyond the terms 
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of the license, stating that the amendment had particular reference 
to the contracts at Niagara Falls and would protect contracts which 
could not otherwise be defended. H. Rept. No. 910, 66th Cong., 2d 
Sess., p. 13, April 30, 1920. See also 59 Cong. Rec. 6524-6525, 

With remedial action of this Commission so available to it, Mohawk 
cannot sustain its claim that its payment of $1,500,000 was necessary to 
relieve it of the burden of these contracts inasmuch as it made no 
attempt to invoke our jurisdiction to correct the discrimination. In 
fact, President Machold stated that the possible jurisdiction of this 
Commission was not given any weight although Niagara’s studies had 
recognized that the existence of such jurisdiction would have an 
important bearing on the consideration paid for the cancellation of 
the contracts. Mohawk’s president also admitted that the payment 
probably would not have been made if Niagara could have secured 
the same financial advantage through regulatory action. 

There is here a strong parallel to a discriminatory situation which 
prevailed in Wyoming in a case before the State Commission involving 
water rates and services by the City of Cheyenne. The Union Pacific 
Railroad Co. had been enjoying free water service under a contract 
entered into in 1889. The Wyoming Commission initiated an investi- 
gation upon its own motion and in 1924 found, among other things, 
that such a contract resulted in “unjust discrimination against the 
other water consumers of the city.” (/n the Matter of Water Rates 
and Service for the City of Cheyenne, Public Service Commission of 
Wyoming, Fifth Biennial Report, p. 174.) A schedule of water rates 
was fixed which did away with this free service and other special rates 
which were found to be unduly preferential. 

In this connection it is, of course, well established that contractual 
provisions will not prevent the application of valid regulation. M/id- 
land Co. v. K. C. Power Co., 300 U.S. 109, 113; Union Dry Goods Co. 
v. Georgia Public Service Corp., 248 U.S. 372. In the latter case it 


7" 


was said (248 U.S. at p. 377) “* * * the right of private contract must 


yield to the exigencies of the public welfare when determined in an 
appropriate manner by the authority of the state * * *.” Further- 
more the courts have stated that there is an obligation on corporations 
performing a public service to take the initiative in establishing 
reasonable rates free of discrimination. Georgia v. Pennsylvania R. 
Co., 324 U.S. 489, 459-460; Pennsylvania W. & P. Co. v. Consolidated 
G. EF. L. & P. Co., 184 F. 2d 552, 567, cert. denied, 340 U. S. 906. 
Apart from the necessity of making any payment at all to ALCOA, 
we find that Mohawk has not sustained its burden of proof that the 
amount was reasonable in view of Niagara’s failure to avail itself of 
factors extant at the time of the negotiations which, if used, might 
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have given Niagara a bargaining advantage. Such factors included: 
(1) The fact that the contracts were subject to a provision entitling 
ALCOA to discontinue taking one-half the mechanical horsepower 
only after five years’ notice and the remaining half only after a further 
notice of five years, resulting in a penalty of $1,921,500 for an imire- 
diate cancellation ; and 

2) At the time of the negotiations there was excess capacity in the 
aluminum industry due to the previous expansion during the war, 
and, of ALCOA’s five smelting works, the Niagara Falls plant was 
the oldest and smallest and was obsolete and less economical than its 
other more modern plants. In fact, after operations ceased at 
ALCOA’s plant its president stated in a. latter dated July 22, 1949, 
to the president of Niagara, “The termination of our operations there 
has been dictated by economics and not by any desire on our part to 
leave Niagara Falls.” 

As has already been stated, the record shows that Mr. Machold dis- 
regarded the report prepared by John T. Kimball (now vice presi- 
dent in charge of rates for Mohawk) which considered these factors 
highly relevant. Mr. Machold merely calculated that Niagara could 
afford to pay up to $1,500,000 on the basis that the conversion of the 
52,000 mechanical horsepower into electric energy and the sale of that 
energy at 3 mills would increase Niagara’s revenues from the five 
turbines used to serve ALCOA from approximately $400,000 a year 
to $1,000,000. It is clear from Niagara’s failure to consider ALCOA’s 
bargaining weaknesses that Niagara was not motivated by the normal 
considerations governing an independent party engaged in arms’- 
length bargaining, but, for some reason not disclosed, had decided to 
make the payment of $1,500,000 whether or not it was reasonably 
necessary. 

The payment was made, as applicant readily admits, to gain free- 
dom from unprofitable contracts. But assuming arguendo that the 
applicant had shown both a necessity for the payment, and that the 
amount was reasonable, it has still failed to show facts justifying the 
proposed accounting charge to future periods of the cost of abro- 
gating the undesirable contracts. The facts of record show that the 
sale of mechanical power had long been relatively less profitable 
than the rest of the licensee’s business—approximately $6,001,687 
less profitable, during the period 1928-37, as already pointed out. 
As an alternative to continuing that business, the licensee decided 
to take an immediate loss of $1,500,000 and quit said business en- 
tirely. The $1,500,000 was a loss in the mechanical power business 
and it was incurred at the time the payment was made terminating 
that business. 
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On the applicant’s showing, there is no warrant for calling the 
payment an asset of new business, as it would have to be to justify 
charging it to the future. Clearly it was not an asset but a loss, and 
as a loss it was not one resulting from the new 60-cycle electric power 
business which the licensee thereafter entered upon. 

Furthermore, transferring a past loss to the future would have the 
deceptive effect of overstating past profits and understating future 
profits. We find, therefore, that the $1,500,000 payment would rep- 
resent at best a loss suffered in the year it was made and one which 
may not be charged to future periods. 

Finally, the charging of the cancellation payment as an operating 
expense would be a confirmation by the Federal Power Commission 
of the canceled agreements notwithstanding their manifest discrim- 
ination in favor of ALCOA. Since the principal interest of the Com- 
mission in the accounting entry for this cancellation payment lies 
in the determination of excess earnings under section 10 (d) of the 
Federal Power Act, upon the facts of record this payment cannot be 
considered in the determination of earnings under that section. 

Mohawk gains nothing from its reliance on the decisions of the 
New York Commission and the Bureau of Internal Revenue. The 
New York Commission (probably because it was without jurisdiction 
over the discriminatory rate) approved the accounting entry as an 
operating expense, but said that it was not passing upon the reason- 
ableness of the payment (Petition of The Niagara Power Co. for 
authority to amortize, etc., Case No. 14471, Nov. 14, 1949). The 
Bureau of Internal Revenue, without passing upon the question 
before the Federal Power Commission, made a closing agreement 
allowing the licensee tax credits over the years up to 1967 by reason 
of the cancellation payment. These tax credits will, at the present 
tax rates, reduce the monthly charge from $6,880.73 to $4,381.00, so 
that the licensee will be out approximately $954,985 instead of 
$1,500,000. 

The licensee claims that the canceled agreements had received the 
sanction of state and federal courts, citing United States v. Aluminum 
Co. of America, 44 Fed. Supp. 97, 136-7, 148 F. 2d 416, 434. We are 
unable to find any discussion of these particular agreements in either 
court. The state reference was to the M/altbie case above-mentioned, 
which was not court approval of this agreement but a holding that 
the State Commission was without jurisdiction. 

The Commission therefore orders: 

(A) The application, filed on January 20, 1950, by The Niagara 
falls Power Co. (Niagara. Mohawk Power Corp., successor licensee) 
for an order approving the amortization by ratable monthly charges 
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to operating expense of the amount of $1,500,000, which it paid to 
the Aluminum Co. of America with respect to agreements dated March 
7, 1947, and March 1, 1949, is hereby denied. 

(B) Petitioner shall charge off the expenditure referred to in 
paragraph (A) to account 271, earned surplus. 

(C) The charge to account 271, earned surplus, ordered in para- 
graph (B) above shall not be considered in computing the surplus 
earned in excess of a specified reasonable rate of return for the purpose 
of establishing and maintaining amortization reserves under the pro- 
visions of section 10 (d) of the Federal Power Act. 


Adopted: Septe mber 30,1952. Issued: October 3. 1952. 
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construction and operation of additional natural-gas pipeline facilities 
designed to increase Northern’s delivery capacity north of Kansas 
from approximately 600,000 M. c. f. to 825,000 M. c. f. per day. This 
order was amended by an order issued July 28, 1952, to extend the 
time for compliance with certain conditions attached to the issuance 
of the certificate. 

On July 7, 1952, Northern filed an application for modification and 
rehearing of the Commission’s aforesaid opinion and order. On 
July 29, 1952, the Commission issued an order denying in part such 
application for modification and rehearing and providing for rehear- 
ing limited to the matters involved and the issues presented by the 
aforesaid application for modification and rehearing so far as it relates 
to subparagraphs (B) (1), (B) (2), (B) (3) and (C) (1) of the Com- 
mission’s opinion and order 11 F. P. C. 174, issued June 24, 1952, as 
amended. 

Pursuant to due notice and in accordance with the aforesaid order 
issued July 29, 1952, a public rehearing was held herein on September 
10, 11, 12, and 19, 1952. All parties waived or concurred in the 
waiving and omission of the intermediate decision procedure, under 
the provisions of section 1.30 of the Commission’s Rules of Practice 
and Procedure (18 C. F. R. 1.30). Also, the parties waived the 
opportunity for presenting oral argument or filing briefs with the 
Commission, and in lieu thereof requested and were afforded the 
opportunity of making before the presiding examiner oral statements 
of position, including suggested findings and conclusions, with sup- 
porting reasons therefor. 

At issue on rehearing are the following subparagraphs of the Com- 
mission’s order issued June 24, 1952, as amended : 

(B) As a condition attached to the issuance of the certificate herein, Northern 
shall: 

(1) File with the Commission, within five days next following the date of 
issuance of the Commission’s order disposing of Northern’s application for 
modification and rehearing filed on July 7, 1952, or within five days next 
following the denial of such application by operation of law pursuant to the 
provisions of section 19 (a) of the Natural Gas Act, an undertaking in writing, 
executed by its chief executive officer and attested to by its secretary, accom- 
panied by a verified copy of a resolution of its board of directors authorizing 
same, committing to the rendition of the service herein authorized, all its 
natural gas reserves shown in this proceeding to be owned or controlled by it; 

(2) File with the Commission, within five days next following the date of 
issuance of the Commission’s order disposing of Northern’s application for 
modification and rehearing filed on July 7, 1952, or within five days next 
following the denial of such application by operation of law pursuant to the 
provisions of section 19 (a) of the Natural Gas Act, a second revised sheet No. 
39 to its F. P. C. gas tariff, first revised volume No. 2, such sheet to be the second 
page of its form of service agreement under its rate schedule CD-1 and such 
sheet to include, as an integral part thereof, a firm and binding commitment to 
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the performance of the service undertaken to each such customer, as provided 
in subparagraph (1) above, all its natural gas reserves, as shown in this 
proceeding to be owned or controlled by it ; and, 

(3) Within thirty days next following the acceptance of such second revised 
sheet No. 39 for filing, file in the revised form herein provided, executed service 
agreements with its customers under its rate schedule CD-1 of its F. P. C. gas 
tariff covering the services provided for in Paragraph (C) hereof. 

(C) As a condittion attached to the exercise of the rights granted under the 
certificate herein, Northern shall: 


(1) Not alienate, sell or transfer the natural gas reserves, which under the 
terms and condition set forth in Paragraph (B) above it shall have committed 
to the rendition of service herein authorized, as long as natural gas may be 
economically produced therefrom for rendition of such service: Provided, how- 
ever, That nothing contained in this order shall be construed to prevent the 
normal trading of individual leases or wells solely for the purpose of obtaining 
more economic production units; 

The gas reserves involved are those relied upon by Northern—esti- 
mated at approximately six trillion cubic feet—in its effort to prove 
the statutory requirement that it is “able and willing properly” to 
perform the service it proposes to render. 

Northern contends that the conditions attached are unlawful, un- 
reasonable, impracticable, unworkable and not required by public 
convenience and necessity. Both in its application for modification 
and rehearing and at the rehearing Northern proposed certain con- 
ditions in lieu of those prescribed in the above-quoted subparagraphs 
of the order issued June 24, 1952. Northern received little support 
for such proposals from other participants in the rehearing. Towa 
Power & Light Co. expressed concurrence; however, most participants 
opposed such proposals. Council Bluffs Gas Co., Northern States 
Power Co., Minnesota Valley Natural Gas Co., and the City of St. 
Paul, Minn., urge that the Commission adhere to its opinion and 
order 11 F. P. C. 174, as issued June 24, 1952. Staff counsel recom- 
mends some modification in the proviso in subparagraph (C) (1) of 
the order. Central Electric & Gas Co., Minneapolis Gas Co. and 
Metropolitan Utilities District of Omaha, Nebr., expressed the view 
that Northern should proceed with the G—1618 project under the 
certificate as issued already or with such modification as the Com- 
mission might deem appropriate and order. 

The said subparagraphs of the Commission’s order issued June 24, 
1952, in issue at the rehearing, were premised upon findings relating 
to the adequacy of the gas-supply showing made by Northern. Among 
other things, the Commission found that Northern had shown “the 
barest minimum gas supply that can be considered adequate to support 
a finding that it is ‘able and willing properly’ to undertake the G-1618 
project,” and that “this minimum is achieved only by assuming that 
Northern’s currently controlled gas reserves, owned under lease and 
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committed to it under gas purchase contracts, will be committed to 
and continue to be available for supplying the requirements of North- 
ern’s customers served from the proposed 825 million cubic feet 
system.” After so finding, the Commission stated : 


In this case, however, Northern has negated the assumption of commitment 
of the natural-gas reserves shown at the hearings herein to be controlled by it. 
In fact, it has reported to its stockholders that it may alienate its own gas 
reserves, herein estimated at 1.48 trillion cubie feet (16.4 pounds per square inch 
absolute), if dissatisfied with the rate-making policies of the Commission as 
applied to Northern, or if sufficient cash credits are not allowed Northern for 
gas produced from its own acreage. [Footnote omitted.] The indication that 
Northern may sell or otherwise alienate a very substantial part of its gas 
reserves sometime in the future, when the Commission must and does hereby 
find that all such natural gas reserves are required to justify a certificate in 
this case, leads inevitably to the conclusion that all the natural gas reserves 
which Northern controls, as shown by the record in this proceeding, must be 
firmly committed to the performance of the proposed 825 million cubic feet system 
service, or the certificate as applied for must be denied. 

The Commission further stated: 


This case is unique. For in no prior proceeding has an applicant for a 
certificate sought to make the required showing as to gas supply and, at the 
same time, announced its intention to divest itself of some of the gas reserves 
involved if it determines that course to be satisfactory to it. Thus—unlike the 
usual case, in which the commitment of reserves is implicit in the fact that 
the applicant seeks and obtains a certificate on the basis of its unqualified 
representations that the reserves are and will continue to be available—we have 
a situation where a certificate may properly issue under the act only if the 
applicant is expressly required to make such a commitment as a condition. 

Then, the Commission concluded that alternative courses were avail- 
able in its determination of Northern’s application. One alternative 
was outright denial on the ground that Northern by its action had 
made impossible any assumption of commitment of its currently con- 
trolled gas reserves to the project and had failed to make a sufficient 
gas supply showing to warrant the finding required by section 7 (e) of 
the act, that Northern is able and willing properly to do the acts and 
to perform the service proposed. The other alternative was “to issue 
a certificate upon, among others, the condition that Northern commit 
firmly its natural-gas reserves, as shown in this proceeding to be con- 
trolled by it, to the rendition of the service to be authorized and that 
it not sell, transfer or otherwise alienate such gas reserves so long 
as it is economically feasible to produce natural gas therefrom for 
rendition of the service to be authorized.” The Commission found 
that the latter course was reasonable and required by public conven- 
ience and necessity and, accordingly, concluded that there should be 
included in the order conditionally issuing the certificate the sub- 
paragraphs which are the subject of the rehearing, namely, (B) (1), 


(B) (2), (B) (8) and (C) (1). 
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In its application for modification and rehearing, Northern pro- 
posed as a substitute for these subparagraphs a single condition, as 
follows: 

















As a condition attached to the exercise of the rights granted under the 
certificate issued herein, Northern shall maintain gas reserves substantially 
equal in volume to not less than six trillion cubic feet, subject to withdrawals, 
drainage or other causes over which Northern has no reasonable control, in order 
to provide the service contemplated to be provided by the facilities herein 
authorized. 


During the rehearing, Northern modified its proposal to read as 
follows: 






As a condition attached to the certificate and to the exercise of the rights 
granted therein Northern shall: 


(1) Commit to the service proposed to be rendered by the construction and 
operation of the facilities certificated herein the approximate six trillion cubic 
feet of gas reserves disclosed in the record of these proceedings as being owned 
or controlled by Northern, or the substantial equivalent thereof: Provided, 
however, That such commitment, with respect to such gas leases and gas wells 
disclosed by the record herein to be owned by Northern shall be without 
prejudice to whatever may be Northern’s right to sell, transfer, trade or other- 
wise dispose of the same so long as such gas reserves underlying such leases 
or wells, or the substantial equivalent thereof, are committed to the service 
described above through other gas leases or through gas purchase contracts at 
prevailing contract terms. 

(2) Notify the Commission in writing within ten days from the date of issu- 
ance of this order of its acceptance of the certificate herein issued. 

From the record, including particularly the testimony of Northern’s 
president, it appears that Northern’s view of its proposals is such 
that it could substitute for those gas reserves on which it relies in 
this proceeding any gas reserves which, in the judgment of Northern, 
constitute a “substantial equivalent.” While we are of course not 
confined to a consideration of such proposals, but may consider any 
revisions thereof which we deem required by the public convenience 
and necessity, it is nevertheless appropriate that we first consider the 
proposals as submitted by Northern and as it would interpret such 
proposals. 

If such proposals were sound, it is obvious that we might as well 
accept—without question or analysis—an applicant’s estimate of its 
gas reserves at the outset of a certificate proceeding. Correspond- 
ingly, this would apparently mean that an applicant might thus deter- 
mine for itself whether it can meet the statutory requirement that it 
is “able and willing properly to do the acts and perform the service 
proposed.” For the foundation of this determination is a proper 
assessment of the adequacy of gas supply. The Natural Gas Act 
makes this the responsibility of the Commission, one which we regu- 
larly discharge with considerable deliberation and on a full record. 
These determinations respecting supply, Northern’s proposals would 
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permit us to make today in issuing a certificate, but would not allow 
us now to decide whether the same supply is to be available beyond 
today for the service proposed, since tomorrow the applicant would 
be free to alter its reserve base and decide for itself whether the result- 
ing supply is adequate. Such a view would make the exercise of our 
functions under the statute a futility. It is surely not in keeping 
with the intent and purpose of Congress as expressed in the Natural 
Gas Act. 

We have already noted that, on the record here, Northern’s showing 
as to gas supply is the barest minimum which we can consider adequate 
to permit our making the required statutory finding, and this we can 
do only if that gas supply is to be committed to, and continues to be 
available for, the service which Northern here proposes. Satisfac- 
tion of that contingency was the purpose of the conditions which are 
the subject of the rehearing. It should thus be crystal clear that, 
without conditions which will achieve that purpose—assure proper 
discharge of Northern’s obligation to the public in the circumstances— 
we could not make the findings required by the statute and no cer- 
tificate would then issue. 

In addition to Northern’s evident intent to retain to itself the 
privilege of substituting for the gas supply on which it here relies 
whatever it deems a “substantial equivalent,” the express terms of its 
proposals have other nullifying defects. 

Thus, there is no real restriction on location of whatever the sub- 
stitute reserves. ‘This may envision a transfer for reserves in fields 
far removed from Northern’s present system. Indeed, it seems likely 
that such would necessarily be the case as to any transfer involving 
a substantial portion of the reserves on which Northern here relies. 
Such a transfer would apparently entail further certificate proceed- 
ings before this Commission to enable attachment of the substituted 
reserves. Applications for any such certificates we shall of course 
consider if and when filed. But our determination of the economic 
feasibility and other aspects of Northern’s application here is neces- 
sarily confined to the application and the record before us. 

Furthermore, by the proviso in its latest proposal, quoted above, 
Northern apparently wishes to be able to divest itself of the reserves 
which it owns—and on which it depends here—so long as such reserves, 
or the substantial equivalent, are committed to the service proposed 
at prevailing contract terms. But retention by Northern of the 
reserves which it owns becomes especially important here where its 
supply showing is in the “barest minimum” category. For the dis- 
advantages of such a supply can be in part offset by the increase in 
operating flexibility available through Northern’s ownership of a part 
of the reserves on which it depends. Savings in cost may likewise be 
effected through use of such reserves to meet the swings in demand on 
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Northern’s system. Much was said during the rehearing respecting 
the dollar impact on consumers and stockholders involved in such a 
divesting by Northern of its owned reserves if it should be dissatis- 
fied with the rate-making policies of the Commission. This is of 
course not a rate but a certificate proceeding and our decision as to 
the need for and type of conditions, including those respecting gas 
supply, turns on the requirements of public convenience and necessity. 

Northern contends that the proviso seeks no more than preserva- 
tion of whatever rights it now has. However that may be, it is plain 
in any event that no applicant for a certificate may hope to gain the 
benefits derivable solely thereunder and refuse to submit to the attach- 
ment “to the issuance of the certificate and to the exercise of rights 
granted thereunder such reasonable terms and conditions as the public 
convenience and necessity may require.” Section 7 (e). 

For the reasons we have set forth, we cannot accept Northern’s 
proposals. They would not, in our opinion on the record here, achieve 
the primary purpose that the conditions in subparagraphs (B) (1), 
(B) (2), (B) (8), and (C) (1) of our order issued June 24, 1952, 
were designed to accomplish, namely, to assure the continued avail- 
ability, for rendering the G—1618 service, of a gas supply which is 
minimal at the beginning. And while the entire record shows that 
appropriate provisions to achieve the object stated respecting gas sup- 
ply are essential to protect the public interest in the circumstances 
of this case, such record, particularly that made on rehearing, dis- 
closes that certain modifications of the conditions included in our order 
issued June 24, 1952, would be appropriate and in the public interest 
in carrying out the provisions of the Natural Gas Act. 

The record on rehearing has supplied indications that the condi- 
tions in subparagraphs (B) (1), (B) (2), and (B) (3) of our order 
issued June 24, 1952,—respecting the requirements that Northern file 
with the Commission a duly authorized corporate undertaking com- 
mitting its gas reserves and that Northern include in its service agree- 
ments provisions effecting a commitment ef reserves—may not be 
actually necessary if the essence of the condition in subparagraph 
(C) (1) of that order be retained. Since the substance of the former 
conditions, in terms of the objective to be achieved, is largely dupli- 
cative of the condition in subparagraph (C) (1) and since all were 
designed to serve the same purpose, we have concluded that the con- 
ditions in subparagraphs (B) (1), (B) (2), and (B) (3) may be 
eliminated to render Northern’s operations under the certificate more 
flexible and that this may be done without significant effect upon the 
assurance that we deem prerequisite to protecting the public interest 
and providing a basis to support and justify our making the required 
statutory findings that Northern is “able and willing properly” to 
undertake the G-1618 project. 
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Finally, we have considered Northern’s contentions that the con- 
ditions as fixed in our order issued June 24, 1952, would unnecessarily 
restrict its acquisition, trading, sale and abandonment of gas leases 
and wells incident to operating its system in the future. There was 
developed at the rehearing the character of Northern’s operations and 
transactions in this respect during the past 18 years. Northern’s 
president testified concerning such activities by the company and, 
among other things, testified that since 1934 Northern has made 50 
lease or well trades or exchanges and two sales of leases or wells. 
This testimony disclosed that the factors motivating these transactions 
and operations were to improve Northern’s gas reserve position in 
the areas or gas fields from which Northern obtains its supplies of 
gas, or to obtain more economic or efficient production and gathering 
of natural gas for utilization by Northern in rendering the service 
heretofore authorized by the Commission. In these circumstances, 
we have decided that our order herein should be modified to accord 
to Northern a freedom of action in the future patterned on its past 
operations. 

If and when Northern wishes to undertake a specific transaction 
affecting its reserves, in form and nature substantially different from 
the pattern established by its prior operations, our order as herein- 
after amended will provide that Northern shall first obtain prior 
approval by the Commission. In so doing, we shall only assure that 
Northern will comply with the standards of section 7 of the act before 
undertaking a project—including gas supply—different from that 
which we have determined on the record here to certificate. 

The amendments suggested above, in our opinion, will produce con- 
ditions which are reasonable and required by the public convenience 
and necessity. As thus amended, they will be simplified and will 
provide to Northern an adequate flexibility of operations. At the 
same time, they will assure the continued availability of the necessary 
gas supply and Northern’s willingness properly to perform the service 
which it proposes to render in this case. In view of the demonstrated 
need for the facilities and service here involved, we hope that Northern 
will accept the certificate as hereinafter issued through a prompt un- 
dertaking of the construction authorized. 

Upon reconsideration of our order issued June 24, 1952, in light of 
the record now before us, we also find that it would be appropriate, 
as hereinafter ordered, to amend subparagraph (C) (4) of the order 
to provide that construction of all facilities covered by the certificate 
herein be so completed as to permit all such facilities being placed 
in operation on or before June 27, 1953. 

In reaching the findings, conclusions, and decision on rehearing 
herein, the Commission has considered the evidence of record, to- 
gether with all requests filed in the proceeding, including all plead- 
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ings and proposed findings and conclusions submitted by parties to 
the proceeding. The Commission has taken notice of and recon- 
sidered its previous opinion, findings, and orders entered in this case. 
On the basis of the record herein and for the reasons stated herein, 
the proposed findings and conclusions submitted for the Commission’s 
consideration are hereby rejected except so far as the same have been 
adopted in this supplemental opinion and order. Upon consideration 
of the foregoing and the whole record, the Commission further finds: 












































(i) It is appropriate and the public interest in carrying out the 
provisions of the Natural Gas Act that the Commission’s opinion and 
order 11 F. P. C. 174, issued herein on June 24, 1952, as amended by 
its order issued June 28, 1952, be amended as hereinafter ordered, and 
that the aforesaid opinion and order as thus amended be adhered to. 
Such amendments and action herein are reasonable and required by 
public convenience and necessity in the circumstances presented by 
the record. 












































(2) It is appropriate and in the public interest in carrying out the 
provisions of the Natural Gas Act that Northern’s aforesaid applica- 
tion for modification and rehearing be, as hereinafter ordered, denied 
so far as it has not been denied heretofore. 
























The Commission orders: 

(A) Paragraph (B) of the Commission’s opinion and order 11 
F. P. C. 174, 197 issued herein on June 24, 1952, as amended by its order 
issued July 28, 1952, be and the same is hereby stricken and deleted 
from the aforesaid opinion and order. 

(B) Subparagraphs (C) (1) and (C) (4) of the aforesaid opinion 
and order be and the same are hereby amended to read as follows: 


























(C) As a condition attached to the exercise of the rights granted under the 
certificate herein, Northern shall: 











(1) Not, without prior Commission approval, alienate, sell or transfer the 
natural gas reserves disclosed in the record of this proceeding as being owned 
or controlled by Northern, as long as natural gas may be economically produced 
therefrom for rendition of the service herein authorized: Provided, however, 
That nothing contained in this order shall be construed to prevent the normal 
abandonment or trading of leases or wells for the purpose of improving North- 
ern’s gas reserve position or for the purpose of obtaining more economic or 
more efficient gas production operations, for rendering the service herein 
authorized, so long as such trading or abandonment of leases or wells is of the 
form and nature heretofore consummated by Northern, such as are reflected 
by the record in this proceeding, incident to its acquisition and development of 
the gas leases and wells disclosed by the record herein to be owned by it in the 
Panhandle, Hugoton and Otis gas fields ; 

(4) Unless otherwise ordered by the Commission for good cause shown, 
commence construction of all facilities herein authorized at such time, and 
such construction shall be so completed, as will permit all such facilities being 
placed in operation on or before June 27, 1953; 
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(C) In all other respects Northern’s aforesaid application for 
modification and rehearing be and the same is hereby denied so far 
as it has not been denied heretofore by the Commission’s order issued 
herein on July 29, 1952. 

(D) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceeding now pending or hereafter instituted by or against Northern. 
Commissioners Buchanan and Smith concurring. 

Commissioner Draper dissenting. 


Adopted : October 23,1952. Issued: October 28, 1952. 


BucHaNnan, Chairman, concurring: 

While I am in complete accord with the foregoing opinion and order 
and have joined in it fully, I feel it necessary to make this additional 
statement in order to emphasize what I believe to be the fallacy of the 
contention of the Northern Natural Gas Co. (the applicant). 

Northern is here seeking the privilege under the Natural Gas Act 
of transporting and selling additional volumes of natural gas in 
interstate commerce. Our consideration of Northern’s application 
depends basically on an assured supply of natural gas. Here Northern 
has announced, in effect, that it reserves the right to dispose of its 
natural gas reserves at will if some time in the future the Commission 
will not authorize rates commensurate with the prevailing market 
value of natural gas rather than rates based on its operating costs 
and a fair return on its capital investment. I do not propose to argue 
here the palpable inequities of the fair field price method of rate- 
making which the company proposes and which this record so clearly 
illustrates. I do want to point out, however, that Northern maintains 
this claimed right of absolute and exclusive control over its reserves 
in the face of its acknowledged right of appeal to the courts if it 
deems our decision to be arbitrary or confiscatory. 

The error of Northern’s reasoning is fundamental in that it fails 
to recognize its basic public obligation. It is better expressed by 
a statement made on the record by Northern States Power Co. counsel 
as follows: 

“T am not arguing that its [Northern’s] stockholders are not entitled 
to consideration, but I am contending now that this corporation can 
not sacrifice the rights of the public, to whom it owes its first duty, 
for the purpose of promoting its interests or the interests of its stock- 
holders and increasing their profits, either by unreasonable rates 
charged to the consuming public or by juggling or trading or exchang- 
ing or bartering or in any other way disposing of its [gas] reserves. 

“Tt has not been pointed out in this case that any advantage is going 
to accrue to the consumer of natural gas by permitting Northern 
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Natural Gas Co. to exchange or sell or dispose of its reserves. The 
only argument that has been advanced is that Northern Natural 
wants the privilege to do it without restriction, for protecting the 
interests of its stockholders. 

“Now, if disposition of these reserves is going to injure the public 
as against the benefits accruing to the stockholders, the rights of the 
stockholders must yield. They must, in any application of principles 
that govern the conduct of a public utility. 

“It is our contention in this case that the Federal Power Commission 
acted wisely in placing a restriction around the disposition of these 
reserves so as to guarantee to the public that buys this gas that they 
are going to get it, and that they are going to get it at a reasonable 
price.” 

It is my firm conclusion that the evidence produced on rehearing 
makes it abundantly clear that we were correct in conditioning our 
grant of authority as we did in our order of June 24, 1952, and as we do 
here. 

Issued: October 28, 1952. 


Smiru, Commissioner, concurring : 


My separate opinion in the Commission’s initial disposition of this 
matter supported the issuance of the certificate subject to the condi- 
tions now under reconsideration.’ In it was stated my position that 


it would be neither right nor within the Congressional intent for a 
natural-gas company to be free, at its own discretion, to dispose of 
essential gas reserves relied upon and necessary to establish in a cer- 
tificate proceeding its ability and willingness to serve the public. 
Referring to significant factual and procedural differences between 
this situation and that existing in the Panhandle Case (Hugoton), 
it set forth reasons why the imposition of conditions requiring the 
“dedication” of reserves and precluding their “alienation” at the will 
of applicant seemed to me to constitute, in these circumstances, a 
lawful and valid exercise of our authority under section 7 (e) of the 
Natural Gas Act. At the same time it expressed my opinion that 
the problem here presented arises largely from the Commission’s rate- 
base approach to the treatment for rate-making purposes of pipeline- 
owned reserves, and that it could be avoided with equity and ultimate 
advantage to all concerned through a more realistic method of pricing 
such gas. 

Since my views regarding these several basic considerations remain 
unchanged, I am unable either to subscribe to the argument that we 


1 Opinion 11 F. P. C. 174, 200. 
2 Federal Power Commission v. Panhandle Eastern Pipe Line Co., et al., 337 U. 
(1949), 
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are without legal warrant to impose conditions relating to such mat- 
ters in a proper certificate proceeding, or to support without qualifica- 
tion applicant’s proposed modifications which—in the terms 
suggested—would appear to leave Northern substantially free to 
determine for itself the adequacy of its gas supply required to support 
the facilities and service certificated herein. The record on rehearing, 
however, developed further facts and contentions which indicate the 
desirability of important changes in the conditions originally pre- 
scribed. I concur fully in the amendments of these conditions now 
provided for which, in my judgment, make them more reasonably 
and appropriately adapted to the requirements of the public conven- 
ience and necessity. 

To meet in a practical way Northern’s need for reasonable freedom 
in the “normal” abandonment or trading of leases and wells, the 
proviso contained in subparagraph (C) (1) of the original order has 
been clarified and subparagraphs (B) (2) and (B) (3) have been 
eliminated.* As pointed out in the opinion of the Commission, these 
changes are intended to permit more flexible operation under the 
certificate. Subparagraph (B) (1), requiring an affirmative accept- 
ance of the certificate and a positive commitment of reserves there- 
under, likewise has been deleted; Northern is no longer forced defi- 
nitely to abandon its legal position and to waive specifically whatever 
rights it may have in respect of its reserves, if it elects to proceed 
under the certificate to construct facilities and render service which 
we have found to be required by the public convenience and necessity. 
Furthermore, subparagraph (C) (1) has been altered drastically so 
that, instead of flatly prohibiting any and all sales or transfers of the 
gas reserves in question (other than the “normal” or minor changes 
covered by the proviso referred to above), such transactions are now 
permitted under the terms of this certificate, but only if Northern 
secures prior approval by the Commission. This revision, as I see it, 
retains in the Commission a proper measure of authority to protect 
the interest of consumers in the availability of an adequate supply of 
gas on reasonable terms; at the same time it affords within the frame- 
work of the certificate now issued a clear-cut method whereby gas- 
reserve changes may be proposed and, if appropriate, effected without 
modification of, or jeopardy to, the certificate or Northern’s status 
and authorization under it. 

It is to be hoped, therefore, that the modifications now made will 
go far toward easing the “Hobson’s choice” presented to Northern 


? Somewhat similar conditions appear in clause A, (iv), (1) of our order In re Colorado 
Interatate Gas Co., 10 F. P. C. 778, 780. See also, opinion 10 F. P. C. 105, 116. The 
conditions in question were there accepted by an applicant having far fewer customers 
than Northern after having been stipulated in the termination of a lawsuit between 
Colorado Interstate and one of its customers, Natural Gas Pipeline Co. of America. 
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in the conditions as originally written. For Northern to reject the 
proferred certificate and fail to go forward diligently in providing 
the facilities and service which its customers badly need would most 
assuredly not further the public interest, which it is the duty of this 
Commission to promote. On the other hand, for an applicant to 
proceed under the compulsion of public need and thereby to be re- 
stricted in its ability subsequently to question the legal validity of 
these conditions and to secure judicial review of our authority to 
impose them—or our administration of them—would, it seems to me, 
be an unfortunate and undesirable result which we should seek to 
avoid, if that can be done without detriment to the public interest 
which we are endeavoring to protect. That is particularly true where, 
as here, the question is admittedly one of very widespread application 
and importance, as well as one of first impression in the setting of a 
certificate proceeding, the answer to which cannot be predicted with 
much certainty. 

For these reasons I deem it important to emphasize that, while I 
concur fully in the findings and order of the Commission, I do not 
wish to be understood as agreeing in all respects with the reasoning 
of its opinions, both initially and on rehearing. More particularly, I 
cannot subscribe to statements and implications to the effect that, if 
it were now clear that we lacked lawful authority to impose the con- 
ditions in question, the proposed facilities and service would not be 
certificated on the showing which has been made concerning, among 
other things, a gas supply which has been characterized as a “bare 
minimum”. Although I regard the modified conditions as highly de- 
sirable for the protection of the public interest in proper operation 
under the certificate, it is not my position that they are indispensably 
necessary to its issuance. 

The concept of public convenience and necessity is not one of ab- 
solutes; our conclusions regarding these matters do not depend upon 
some mathematical formula but necessarily are based upon complete 
consideration of all the circumstances. To say that the public will be 
benefited if Northern retains its own present reserves does not mean 
that the public convenience and necessity will not be served if North- 
ern constructs the facilities and furnishes the service which its cus- 
tomers need under some other gas supply arrangement, provided only 
that the alternative supply is adequate and available on a reasonable 
basis. The testimony of Northern’s president on rehearing makes it 
very clear that applicant intends in any event to maintain gas reserves 
in sufficient volume so as not to disable itself to serve its customers. 
Certainly it would seem a strange result if the Commission were to 
deny Northern a certificate based upon a showing that the identical 
reserves presented here were available to it upon reasonable terms 
but under some other arrangement than that now obtaining. 
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I do not subscribe, either, to the Commission’s reference in the 
original opinion to “. . . the usual case, in which the commitment 
of reserves is implicit . . .”,* which is reemphasized here. To the 
extent that this suggests a retroactive application of the doctrine to 


certificates now outstanding °—presumably including “grandfather 
certificates”’—whether or not the applicant was on notice that the 
matter of gas-reserve transfers was at issue in the certificate proceed- 
ing, I would have considerable difficulty in squaring such interpreta- 
tion with my understanding of the Supreme Court’s opinion in the 
Panhandle Case (Hugoton). 


Issued: October 28. 1952. 


Draper, Commissioner, dissenting: 

I dissented from the original order in this case dated June 24, 1952, 
and the reasons which I set forth therefor at that time are equally 
applicable to the opinion and order 11 F. P. C. 174, 208 now before us. 

However, I believe attention should be drawn to certain actions 
taken by the Commission subsequent to the Supreme Court decision 
of June 20, 1949, in Federal Power Commission v. Panhandle Eastern 
Pipe Line Co., 337 U. S. 498, in which the judgment of the Court of 
Appeals is affirmed and the following statement appears: 


A proposed transfer cannot be stopped by the Commission. It should not be 
permitted to delay what it cannot prevent. Jf the Commission is of the opinion 
that it should have power to control the disposition of leases by natural gas 
companies, it is authorized to call the attention of Congress to that fact. (Italics 
supplied. ) 


Should there be any serious question in the mind of anyone as to 
the effect of that opinion, he can find the answer, as I have, in Mr. 
Justice Black’s dissenting opinion, in which Mr. Justice Douglas and 
Mr. Justice Rutledge concurred, as follows: 


The respondent company had its rate base fixed and its ability to serve the 
public determined on its claim to ownership of the very gas reserve properties 
the Court now permits it to sell to an affiliate over the protest of the Commission. 

Today’s opinion interprets this act as denying the Commission all authority 
to perform any action or issue any order to regulate an interstate company’s 
interest in natural-gas properties. 

Today the Court reads this congressionally granted privilege of states to 
regulate the act of “production” as an absolute bar to the Federal Power Com- 
mission’s regulation of the ownership of gas-reserve properties. Gas reserves 
are indispensable to proper service of interstate customers of an interstate 

*P. 194, supra, 

°P. 403, supra. 

*It was, as I see it, to meet such situations, as well as to remove any uncertainty now 
existing regarding the Commission’s authority to impose in a certificate proceeding condl- 
tions running to the disposition of gas reserves, which led to the proposal of amendatory 
legislation embodied in Recommendation 8 (3) in the Thirty-first Annual Report of the 
Federal Power Commission, 1951, p. 145. . 

7 Supra, 337 U. S. 498 (1949). 


304039—57 29 
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natural-gas company. And in thus limiting the Commission’s jurisdiction the 
Court leaves the Commission impotent to protect the public interest in having 
interstate companies maintain adequate gas reserves. 


Two days following the delivery of the above decision by the Court, 
our general counsel, who argued the case before the Court, submitted a 
memorandum containing a brief summary of the decision and its 
apparent significance. I quote the following from the general coun- 
sel’s memorandum of June 22, 1949, to the Commission: 


The Court said Congress intended to exclude any jurisdiction over natural 
gas companies’ reserves. * * * 

The only recourse of the Commission in such a situation is the possibility of 
revoking a certificate. There is no specific provision in the act permitting this, 
however, and revocations would afford little or no protection to ultimate 
consumers. 

Notwithstanding the fact that a natural gas company has had its rate base 
fixed on the basis of its claim to ownership of reserves, and despite the fact 
that it has charged its customers rates reflecting its expenses in maintaining 
those reserves, as well as exploratory and developmental costs related thereto, 
the company is free to sell those reserves. In addition, it could, if it desired, 
replace them and pass on to the consumer the increase in cost of supply sure 
to result from such substitution in today’s market. The dissenting opinion 
points out this result of the majority opinion. 

The Court specifically sustained its decision in the Colorado Interstate case 
where it was held that the Commission could include in the rate base at original 
cost the producing and gathering facilities of a natural gas company. But the 
Court said, “the use of such data for rate-making is not a precedent for regula- 
tion of any part of production or marketing.” Thus, although the Court sus- 
tained its holding in that case, the effect of its decision here is to provide a 
practical means of escaping the impact of that phase of the Colorado Interstate 
decision. For, as already pointed out, a company may divest itself of its 
producing properties. 


Insofar as I am informed, the Commission accepted the general 
counsel’s version and has made no further attempt, until now, to 
exercise authority over the reserves of a natural gas company. The 
recognition of the absence of such authority by the Commission is 
manifest from the representations made to the President, the Con- 
gress, and the Bureau of the Budget as follows: 

1. Nov. 7, 1950: Letter to F. J. Lawton, Director, Bureau of the 
Budget, reporting the Commission’s legislative program for 
fiscal 1952. 


~ 


2. Dec. 1, 1950: Letter to the President reporting the Commis- 
sion’s legislative program for the first session of the 82nd 
Congress. 

3. Feb. 21,1951: Statement of Vice Chairman Buchanan to House 
Committee on Interstate and Foreign Commerce in response 
to its request for the presentation of emergency legislation. 

4. Thirty-First Annual Report (1951), p. 145. 
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5. Nov. 1, 1951: Letter to F. J. Lawton similar to item 1 above. 
6. Nov. 28, 1951: Letter to President similar to item 2 above. 
7. Oct. 3, 1952: Letter to F. J. Lawton similar to item 1 above. 

Indeed, it seems to me that we are completely committed to the posi- 
tion that there is now absolutely no jurisdiction whatever in this 
Commission over the handling of gas reserve leases by natural gas 
companies. Typical of language which we used in the above repre- 
sentations is the following : 

(12) Abandonment of natural gas facilities, service and reserves. It is pro- 
posed that section 7 (b) of the Natural Gas Act be amended. * * * (c) to 
require Commission approval for the transfer by a natural-gas company of 
natural-gas reserves where such reserves have constituted part of the bases for 
issuance of certificates of public convenience and necessity. * * * The proposal 
relating to Commission approval for the transfer of reserves is of great im- 
portance. Companies now free to dispose of gas reserves may find other more 
profitable uses for the gas and impair their ability to render the service 
certificated by the Commission and based upon the existence of those reserves. 
This proposal was made necessary by the 1949 decision of the Supreme Court in 
Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 498, 
wherein it was held that the Commission does not have the authority it here 
proposes. 

The last sentence just quoted is, for me, controlling in the present 
situation. 

It is well settled that the judicial power is entirely and exclusively 
vested in the judiciary, and it is part of this judicial power to deter- 
mine what the law is; and all questions involving the validity and 
effect of statutes when thus determined are authoritatively settled. 
In the language of Marbury v. Madison, 1 Cranch 177, 2 L. Ed. 73, 
“It is emphatically the province and duty of the judicial department 
to say what the law is.” The judical department has said what our 
law is with regard to gas reserve jurisdiction. 

The Commission cannot do by indirection what it cannot do directly. 
If the Commission’s authority does not extend to the transfer of 
natural gas reserves, then a condition of the certificate restricting the 
transfer of such reserves is not authorized by the act. 


Issued: October 28. 1952. 
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(Adopted November 6, 1952; Issued November 10, 1952) * 


. Commission approves interim settlement granting to Texas Eastern increased 
rates which will provide additional revenue of $26,180,000 per annum, 
based upon estimated annual sales for 1953. P. 424. 

. Interim settlement removes uncertainty which would be created if Texas (1) 
Eastern followed procedure of putting increased rates now under suspen- 
sion into effect under bond. TP. 420. 

3. Although field studies have not yet been completed, Commission finds sufficient 
showing that settlement is based upon reasonably realistic consideration 
of cost of service for period in question. P. 422. ann 

. Commission rejects Texas Eastern’s proposal that any tax saving realized by (2) 
exercise of its option under necessity certificate be treated as cost of 
current operations on finding that such proposal departs from cost-of- 
service concept. P. 422. 

5. Commission conditions approval of interim settlement with proviso that, if 
Texas Eastern should elect to exercise its rights under Defense Production 000 
Authority certificate of necessity, then it must refund to its firm customers revi 
any Federal income tax credits or allowances realized through accelerated of - 
tax amortization for period interim rates are in effect. P. 423. 

. Authority granted to Texas Eastern to substitute new revised tariffs designed 
to produce annual revenue of $37,800,000 in place of revised tariffs presently bon 
suspended which were designed to produce increased revenue of $41,800,000. (35) 
This substituted increase, which includes the $26,180,000 to be effective mal 
on December 1, will continue under suspension. P. 424. 
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On May 1, 1952, Texas Eastern Transmission Corp. (Texas East- 
ern) filed new schedules of increased rates ' to become effective June 
1, 1952, and estimated to provide an increase in revenue of approxi- tut 
mately $41,800,000, based on estimated sales for the calendar year tha 
1953. The proposed increase in rates was suspended by order of the abo 


*Designated Commission opinion No. 239. * 

3F 
No. | 
416 ‘3 


1Texas Eastern’s proposed F. P. C. gas tariff, first revised volume No. 1, and pro- 
posed first revisions Nos. 77 and 78 to its F. P. C. gas tariff, original volume No. 2. 
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Commission, issued May 29, 1952, and hearings upon Texas Eastern’s 
application began on August 25, 1952. Applicant completed the 
presentation of its direct case on October 16, 1952. 

With the concurrence of the presiding examiner, representatives of 
Texas Eastern and the interveners, as well as staff counsel, conferred 
on October 9, 10, 14, 15, 16, 20, 22, and 23 to explore the possibilities 
of arriving at a basis for interim settlement and thereby obviate the 
possibility that increased rates under suspension would go into effect 
on November 1, 1952, pursuant to the provisions of section 4 (e) of 
the Natural Gas Act. The public hearings were recessed from day 
to day during such conferences and thus they remained under the 
substantial control of the presiding examiner. As a result of such 
conferences, a basis for Interim Settlement was finally agreed upon 
and made a part of the record on October 23, 1952, in which it was 
provided : 


(1) That the applicant be permitted to place into effect as of Decem- 
ber 1, 1952, revised tariff sheets submitted of record * which would 
provide additional revenue of $26,180,00 per annum over that which 
would be realized under presently effective rates, based upon estimated 
annual sales for 1953 of 435,491,703 M. ¢. f. 

(2) That applicant be permitted to file, in substitution for presently 
suspended rate schedules,’ revisions which were submitted of record 
and which reflected rates estimated to provide additional revenue 
of approximately $37,800,000 per annum (which includes the $26,180,- 
000 set forth in (1) above) when compared with estimated 1953 
revenues under presently effective rate schedules based upon the sale 
of 436,491,703 M. c. f.; that applicant, Texas Eastern, would not 
exercise its right to file a motion to make such rates effective under 
bond, as permitted by section 4 (e) of the Natural Gas Act. 

(3) That in the event the Commission did not by September 1, 1953, 
make a final determination of the issues in this proceeding, the appli- 
‘ant, in consideration of its agreement expressed in paragraph (2) 
above, shall be permitted to file a proposed change in rates, as set 
forth of record,‘ and shall have the right to file a motion to make 
such proposed change of rates effective as of September 1, 1953, in 
accordance with the provisions of section 4 (e) of the Natural Gas Act; 
that the rate schedules applicant files in such event shall be in substi- 
tution for the rates then in effect as provided in (1) above, rather 
than those which will then be under suspension as set forth in (2) 
above, which rates are estimated to provide additional revenue of ap- 


? Exhibit A attached to “Statement of Basis for Interim Settlement” (Exhibit No. 61). 
First revised volume No. 1 and first revised sheets Nos. 77 and 78 of original volume 
No. 2, a revision of said first revised volume No. 1 and first revised sheets Nos. 77 and 78. 
* Exhibit C attached to “Statement of Basis for Interim Settlement” (Exhibit No. 61). 
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proximately $33,993,000 per annum (including the $26,180,000 speci- 
fied in (1) above) as compared with 1953 revenues which would obtain 
under rate schedules in effect as of the present time, based on estimated 
annual sales of 435,491,703 M. c. f.; that it is expressly understood 
that this provision does not constitute any implication or agreement, 
express or implied, that applicant may not on final determination by 
the Commission of the issues in this proceeding, be entitled to increased 
revenues in excess of this sum of $33,993,000 but not exceeding 
$37,800,000 per annum; and that this provision does not constitute any 
implication or agreement, express or implied, that the facilities 
involved in docket No. G-1947 may not be taken into consideration 
in determining the reasonable and proper rates of applicant, which 
are to be made effective upon final determination by the Commission 
of the issues in this proceeding. 

(4) That if applicant at some subsequent date exercises its unre- 
stricted option to claim for federal income tax purposes accelerated 
amortization over a 60-month period on 25 percent of the adjusted 
tax cost basis of those facilities as set out in Necessity Certificate No. 
TA-NC-10357, applicant, with respect to the interim period, as 
agreed to in the Basis for Interim Settlement, will record as a liability 
in a proper reserve an amount equal to the reduction in federal income 
taxes resulting from accelerated amortization in excess of normal 
depreciation allowable for federal income tax purposes. Upon 
termination of the amortization period, either by the expiration of 
the 60-month period or earlier discontinuance by the applicant, the 
increase in federal income taxes resulting from a reduction in the 
depreciable property base for income-tax purposes, due to the previous 
amortization under such Necessity Certificate, will be charged to the 
above-mentioned reserve. 

(5) That if, as a result of the Commission’s order in F. P. C. docket 
No. G-2019, applicant receives a refund of any portion of amounts 
paid to United Gas Pipe Line Corp. for gas delivered at Longview, 
Tex., during the interim period of its operations under rate schedules 
referred to in (1) above, then applicant shall in turn promptly, and 
without additional cost or liability to applicant, distribute among 
all of its firm gas customers the total dollars so refunded to applicant 
on account of gas delivered during such interim period, such distribu- 
tion to be in proportion to the volume of gas purchased from applicant 
on a firm basis during that portion of the interim period over which 
such refund accrued to applicant; and further that if, as a result 
of Commission order in docket No. G-2019, applicant receives a refund 
of any portion of amounts paid to Texas Gas Transmission Corp. for 
gas delivered to Lebanon, Ohio, during the same period, then applicant 
shall in turn promptly, and without additional cost or liability to 
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applicant, distribute among all of its firm gas customers, except Texas 
Gas Transmission Corp., the total dollars so refunded to applicant on 
account of gas delivered during such interim period, such distribution 
to be in proportion to the volume of gas such customers, exclusive of 
Texas Gas Transmission Corp., purchased from applicant on a firm 
basis during that portion of the interim period over which such refund 
accrued to applicant. 

(6) That if the Texas gas gathering tax is held to be invalid by the 
final judgment of a court of competent jurisdiction, the applicant will, 
upon receipt of any refund of payments of such tax which is paid by 
it during the interim period of its operation under the rate schedules 
referred to in (1) above, distribute such amounts so refunded for such 
period among all its firm gas customers, without additional cost or 
liability to applicant, such distribution to be in proportion to the total 
volume of gas purchased from applicant during that portion of the 
interim period over which such refund accrued to applicant. 


That if it is determined by reason of said final judgment that the 
applicant is not liable for reimbursement to its suppliers of such Texas 
gas gathering tax where the supplier is the gatherer and pays the tax, 
the applicant will pay to its firm gas customers in the manner set out 
above the amount of such tax accrued as a liability on its books to 
such suppliers during said interim period in the year 1953. In no 
event, however, is such refund to exceed $356,000 which is the esti- 
mated amount included in the cost of gas purchased for the first 
nine months ending September 1, 1953, which is included in the cost 
of service for such year and reflected in exhibit D attached to exhibit 
No. 61. 

(7) That upon the resumption of the hearing in this case, applicant 
be granted the right to offer additional evidence as a part of its direct 
case, and all parties shall have the right to cross-examine any of 
applicant’s witnesses and also to offer any evidence which may be 
pertinent to the issues. 

(8) That the cost of service submitted by the applicant in support 
of its claim for additional revenue in the amount of $26,180,000 for 
the year 1953, and which provides the basis for the interim settlement, 
is attached as exhibit D to exhibit No. 61. 

(9) That the interim settlement or submission of any information, 
or any statement made in connection therewith, shall not constitute 
an admission by any party thereto, and shall not be used or considered 
as evidence in any proceeding. 


It is clear from the record that, had no interim settlement basis 
been formulated, Texas Eastern would have moved to put into effect 
increased rates, as of November 1, 1952, to realize an estimated increase 





420) FEDERAL POWER COMMISSION 


in annual revenue of $33,993,000 based upon estimated sales of 
435,491,703 M. c. f. for 1953. Under such circumstances Texas East- 
ern would be collecting from its customers on an annual basis an esti- 
mated $7,813,000 in excess of that provided under the interim settle- 
ment. Furthermore, under the terms of the interim settlement the 
increased rates related thereto are not to be made effective until Decem- 
ber 1, 1952; thus there is also a direct and present saving to Texas 
Eastern’s customers of approximately one-twelfth of 
$2,181,000. 


$26,180,000 or 


It is also very clear that the primary result sought by Texas Eastern 
and the interveners, which are the principal customers of Texas East- 
ern, through the proposed interim settlement outlined above, is to 
remove uncertainty regarding presently effective rates which uncer- 
tainty would be created if Texas Eastern on November 1, 1952, took 
appropriate steps under section + (e) of the Natural Gas Act to put 
increased rates under suspension into effect under bond. Such a pro- 
cedure is burdensome and costly if the ultimate consumer is to benefit 
from any resulting refund and should be avoided if a reasonable and 
appropriate alternative course is available. If rates were made effec- 
tive under bond, neither Texas Eastern nor its customers would know, 
until the conclusion of the present case, what rates would be finally 
prescribed and what part of the charges paid and collected would be 
subject to refund. 

Nevertheless, we cannot approve the interim settlement unless it 
clearly appears from the facts of record that such a settlement is based 
upon a reasonably realistic consideration of the cost of service for 
such period and that the settlement would therefore be desirable in 
the public interest. 

The cost of service upon which the interim settlement is primarily 
based is set forth in exhibit D attached to that settlement basis. The 
record shows that Texas Eastern’s net utility rate base at December 
31, 1952 and at December 31, 1953, would be substantially the same. 
The important facts in this regard are as follows: 


December December 
31, 1952 31, 1953 

Gross plant (exclusive of lease and option prop- 

erties and properties leased to others) - _._.. $342, 577, 400 $354, 047, 900 
Reserves for depreciation (exclusive of lease 
and option properties and properties leased 

to others) - sailed aie ca olat ab tn Snacssonach a 28, 570, 900 39, TO8, 900 

Net plant ind iain = _. 814, 006, 500 314, 339, 000 


When consideration is given to the average monthly balances, based 
on estimates of record including working capital, the total rate base 
upon which Texas Eastern would be entitled to earn a fair return for 
1953 is as follows: 
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Average for 1953 
Gross plant (monthly balances) --.--------_------ Se 
Reserves for depreciation (monthly balances) ~~~ ~~ ae 34, 581, 225 


Ee Gebitenctaas : esc ah pisab tas se aol 3 a 314, 982, 575 


’ 


Working capital_ 7 : ; 8, 704, 425 


Total rate base__.._. -- ssc cena lai 323, 687, 000 


Considering the cost of service reflected in exhibit D attached 
to the basis for interim settlement and the average rate base for 1953, 
shown above, with a credit against working capital allowance equal 
to 75 percent of the estimated federal income tax payable for 1953,° 
it appears that Texas Eastern under such a settlement would earn 
approximately 5.7 percent on its net investment in utility property, 
as shown by the following computation. 


Revenues 


Amount 
Gas sales under present rate schedules__- ‘ $109, 804, 400 
Add: Proposed increase in rates , 26, 180, 400 


$135, 984, SOO 


Cost of service 


Gas purchased___- etnmieiaicls _ . ‘ 73, 051, 600 
Purchased gas expense___- : 94, 800 
Transmission operation and maintenance expense 16, 293, 300 
Gas used for fuel—credit E 5 (1, 444, T00) 
Storage expenses__-_-_ , $34, 200 
General and administrative expense_____- 4, 002, 400 
Depreciation —_- ‘ ‘ ins 11, 249, 100 
Taxes—other than federal income : $, 045, 600 
Taxes—federal income . 10, 796, 000 
Other gas revenues—credit : (515, 900) 


Total cost of service » ; 118, 006, 700 


Net utility income ‘ 17, 978, 400 


Rate base 


Total rate base__- 3 323, 687, 000 
Less: federal income tax credit—75 percent of $10,796,000 8, 097, 000 

Net rate base 7 . ; ea $315, 590, 000 
Rate of return realized—percent —_— ; 5. 70 





5 Alabama-Tenneasee Natural Gas Co., 11 F. P. C. 75; Transcontinental Gas Pipe Line 
Corp., 11 F. P. C. 94: Northern Natural Gas Co., 11 F. P. C. 123 and 11 F. P. C. 174; 
Mississippi River Fuel Corp., 11 F. P. C. 288; Colorado Interatate Gas Co., 11 F. P. C. 32 
and 11 F. P. C, 380. , 
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The cost of service stated above is substantially that presented by 
Texas Eastern in this case, except that a lower rate of return, with 
resultant lower federal income taxes, is reflected in the basis for 
interim settlement. The staff of the Commission has not completed 
its field studies respecting Texas Eastern’s operations, cross-examina- 
tion of Texas Eastern’s witnesses has not been concluded, and no 
rebuttal testimony has been presented of record. However, sufficient 
testing of the facts and figures presented by Texas Eastern has been 
had, by way of tentative cross-examination, to disclose the basis on 
which the estimates of costs, reflected in the cost of service by Texas 
Eastern, have been formulated. On such basis it appears that costs 
claimed are relatively realistic and that the delay by Texas Eastern 
in placing the interim rates in effect on December 1, 1952, instead 
of November 1, 1952, provides an immediate saving to its customers 
of in excess of $2,000,000 for the month of November 1952. This 
is a safety factor against possible estimates of costs which, upon 
review, may require adjustment. Because of this fact, and the further 
consideration that rates made effective under the interim settlement 
will not be collected under bond and thus subject to possible refund 
in part, we approve the proposed interim settlement with the following 
condition. 

The record of the hearing shows that Texas Eastern has obtained 
from the Defense Production Authority a certificate of necessity (TA- 
NC-10357) which permits it to depreciate or amortize 25 percent of 
the cost of certain of its facilities over a five-year period. Texas 
Eastern has until March 15, 1954 to decide whether or not it will 
exercise its option under this certificate. If Texas Eastern exercises 
its rights under the certificate, it will obtain a substantial tax saving 
during the next five years. Texas Eastern has, in the interim settle- 
ment agreement, proposed that such tax savings be treated as a cost 
of current operations, that the amount thereof be set aside in a reserve, 
and that the reserve be employed to reduce the book amount of taxes 
for a period of 25 years subsequent to the close of the amortization 
period. 

A general principle of public utility regulation is that the users of 
utility service must reimburse the utility for its actual cost of opera- 
tion, including depreciation and taxes, plus a fair return on the fa- 
cilities used and useful in the public service. If there are tax savings 
to Texas Eastern, because it exercises its option under the certificate 
of necessity which it has obtained, then Texas Eastern will recoup 
from its customers five million dollars a year, or about 25 million 
dollars in all during the next five years, in excess of its actual cost 
of service during those years. The proposal, therefore, departs from 
the cost-of-service concept. 
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Accordingly, we condition our approval of the proposed interim 
settlement with a proviso that Texas Eastern shall refund to its firm 
customers, upon such reasonable basis as the Commission may direct 
should the problem of refund arise, any difference between the federal 
income taxes reflected in the interim settlement and federal income 
taxes which are paid to the extent of any credit or allowance on ac- 
count of accelerated tax amortization for the period the interim rates 
are in effect, if Texas Eastern should elect to exercise its rights under 
the certificate of necessity TA-NC-10357. This condition will be 
without prejudice to Texas Eastern’s raising the issue when the 
proceeding, looking toward the final determination of the present 
rate case, is resumed. 

Two specific propositions are presented by the proposed interim 
settlement. Section 154.66 of the Commission’s General Rules and 
Regulations provides in subsections (b) and (c) as follows: 


(b) Changes in suspended tariffs, erecuted service agreements or parts thereof. 
A natural-gas company may not, within the period of suspension, file any change 
in a tariff, executed service agreement or part thereof which has been suspended 
by order of the Commission except by special permission of the Commission 
granted upon application therefor and for good cause shown. 

(c) Changes in tariffs, erecuted service agreement or parts thereof continued 
in effect, and which were to be changed by the suspended filing. A natural-gas 
company may not, within the period of suspension, file any change in a tariff, 
executed service agreement or part thereof continued in effect by operation of 
the order of suspension, and which was proposed to be changed by the suspended 
filing, except by special permission of the Commission granted upon application 
therefor and for good cause shown. 


To meet these requirements Texas Eastern on October 23, 1952, filed 
a formal application pursuant to such requirements, and as a part 
of the proposed interim settlement, requesting authority (1) to sub- 
stitute for presently suspended first revised volume No. 1 and first 
revised sheets Nos. 77 and 78 of original volume No. 2 designed to 
produce increased revenue of approximately $41,800,000, a revision 
of such suspended tariff designated as first revised volume No. 1 and 
first revised sheets Nos. 77 and 78, attached as exhibit B to the interim 
settlement proposal, which revised rates are estimated to provide 
additional revenue of $37,800,000 per annum above the 1953 revenues 
which would otherwise result from rate schedules presently effective, 
and (2) to place in effect as of December 1, 1952, the tariff sheets 
attached to “Statement of basis for interim settlement” as exhibit A 
and designed to produce annual revenue of approximately $26,180,000 
per annum over and above revenue which would be derived from the 
application of presently effective rates based upon annual sales of 
435,491,703 M. c. f. as set forth in exhibit 45-B of record in this 
proceeding. 
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With respect to Texas Eastern’s request for authority to substitute 
new revised tariffs designed to produce annual revenue of $37,800,000 
based on estimated annual sales for 1953 in the place and stead of 
revised tariffs presently suspended and designed to produce revenue 
of $41,800,000, it appears from the record that such revision is neces- 
sary to reflect changes which are the result of errors developed in the 
course of the hearing and to provide rates which are designed to 
provide revenue approximating cost of service on the basis claimed 
by Texas Eastern in this proceeding. It is clear that the substitution 
of new schedules providing for reduced rates to give effect to correc- 
tions necessary by reason of errors in the original filing and devel- 
oped during the course of public hearing constitutes good cause for 
permitting the substitution. 

Texas Eastern’s request to place into effect as of December 1, 1952, 
the tariff sheets attached to the interim settlement proposal as exhibit 
A, in substitution for the presently effective F. P. C. gas tariff and 
designed to provide increased revenue of $26,180,000 based upon 
annual sales of 435,491,703 M. c. f. for the year 1953 as set forth in 
exhibit 45-B in these proceedings, is appropriate and necessary to 
carry out the interim settlement proposed in conformity with the 
requirements of section 154.66 (b). 

For the reasons stated, we approve the proposed interim settlement 
submitted of record in this proceeding, as herein specifically modified 
and conditioned. 

The Commission finds; 

It is appropriate and in the public interest in carrying out the pro- 
visions of the Natural Gas Act that the proposed interim settlement, 
as hereinafter conditioned, be approved. 

The Commission orders: 

(A) Texas Eastern be and it is hereby authorized to file in sub- 
stitution for its presently suspended first revised volume No. 1 and 
first revised sheets Nos. 77 and 78 of original volume No. 2, the revision 
of such suspended tariff and sheets which are attached as exhibit B 
to “Statement of basis for interim settlement” (exhibit 61) in the 
record of this proceeding. 

(B) Texas Eastern be and it is hereby authorized to file and make 
effective as of December 1, 1952, the tariff sheets attached as exhibit A 
to the “Statement of basis for interim settlement” (exhibit 61) in the 
record of this proceeding, upon the following condition : 

Texas Eastern shall first agree in writing to refund to its customers, 
upon such reasonable basis as the Commission may direct when and 
if such refund becomes necessary, all federal income tax credits or 
allowances arising out of its election to exercise its rights to acceler- 
ated tax amortization under certificate of necessity TA-NC-10357 
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for the period the rates permitted herein to become effective on 
December 1, 1952, are in effect. 

(C) This order and the approval of the interim settlement made 
effective hereby are without prejudice respecting any matter or issue 
which may come before the Commission for determination and deci- 
sion in this proceeding or in any proceeding now pending or hereafter 
instituted by or against Texas Eastern. 


Adopte d: November 6, 1952. Issued: November 10. 1952. 




























In THE MATTER OF 






EAST TENNESSEE NATURAL GAS COMPANY 


Application for Certificate of Public Convenience and Necessity 
Docket No. G-1336 
(Adopted November 10, 1952; Issued November 12, 1952) * 
Syllabus 


1. Proposed construction and operation of facilities by East Tennessee will be 
required by present or future public convenience and necessity. P. 428. 

2. Common equity of natural gas company should amount to at least 15% of total 
capitalization. P. 429. 

3. Commission concludes project can be reasonably financed, even though firm 
and binding commitments are presently lacking and common equity is 
inadequate under proposed plan. P. 429. 

4. Commission issues certificate conditioned upon submission of a definitive plan 
of financing in advance of construction. P. 430. 

5. Authorization to construct facilities for natural gas service to Greeneville, 
Kingsport and Jefferson City, Tenn., would be premature in absence of 
authority of distributors to serve such markets. P. 430. 

6. Commission attaches condition that franchise authorization by Greeneville 

and Kingsport to Watauga Valley Gas Company be filed within a reason- 


~ 






















able time and that service agreements between East Tennessee and 
Watauga Valley be likewise filed. P. 430. 
7. East Tennessee denied authorization to construct proposed line to serve 


Jefferson City, Tenn. P. 430. 

8. Commission denies authority to serve five industrial customers, based upon 
finding that such markets are not presently existing. P. 431. 

9. Commission concludes proposed project is economically sound without esti- 

mated revenue from sales to five named industrial customers. P. 431. 








Wimeerty, Commissioner, concurring in result only. 





By THE Commission: 


OPINION 


This matter is before the Commission on appeal from the decision 
and accompanying order filed herein by the presiding examiner on 
September 25, 1952. In such decision and order the presiding exam- 








*Designated Commission opinion No. 240. (This opinion and accompanying order 
modify and affirm the intermediate decision in this matter). 
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iner, subject to review by the Commission on appeal or review by the 
Commission on its own motion, issued an order reopening these pro- 
ceedings for further hearing at such time as the Commission shall 
hereafter designate for the purpose of receiving additional evidence 
with respect to certain proposed markets and a reasonably sound plan 
of financing. 

Exceptions to such decision were filed on behalf of East Tennessee 
Natural Gas Co. (East Tennessee) and a group consisting of the 
National Coal Association, Fuels Research Council, Inc., United Mine 
Workers of America, Anthracite Institute and Railway Labor Execu- 
tives Association. 

East 'Tennessee’s original application was filed with the Commission 
on March 7, 1950. The application was, by order of the Commission 
issued March 15, 1950, consolidated for the purpose of hearing with 
the proceedings in docket Nos. G—1248, G-1267, G-1277, G-1210, 
G-1236, G-1306, G-1264, G-1290 and G-1311 and a date of hearing 
was fixed for March 29, 1950. During such hearings a motion was 
filed by East Tennessee to sever docket No. G-1336 from the afore- 
mentioned consolidated proceedings and withdrew its intervention in 
docket No. G-1248. The Commission by order issued April 12, 1950 
so ordered and postponed the hearing on East Tennessee’s application 
to a date to be fixed by further order. 

By order issued March 5, 1952, the Commission consolidated docket 
No. G-1336 with the proceedings in docket Nos. G-1573, G-1614, G- 
1808, G-1839 and G—1848 for purposes of hearing, and fixed the date 
of hearing in the consolidated proceedings for April 1, 1952. 

Docket Nos. G-1573 and G—1614 involve applications of Tennessee 
Gas Transmission Co. (Tennessee Gas) and United Natural Gas Co. 
(United Natural) for certificates of public convenience and necessity 
authorizing Tennessee Gas to construct and operate facilities designed 
to increase the daily delivery capacity of its system by 205,000 M. c. f., 
and authorizing Tennessee Gas and United Natural to construct and 
operate the Hebron storage facilities. In the docket No. G—1573 pro- 
ceeding, Tennessee Gas had designated certain volumes of natural gas 
for delivery to East Tennessee and had requested authorization to 
make these deliveries. 

The hearings in the consolidated proceedings commenced on April 
1, 1952 before a presiding examiner. Evidence was first presented 
with respect to the applications in docket Nos. G-1573 and G—1614, 
and the related docket Nos. G—1808, G-1839 and G-1848. East Ten- 
nessee, as an intervener in docket Nos. G—-1573 and G-—1614, presented 
evidence in these proceedings with respect to its needs for additional 
supplies of natural gas for its present authorized market area and that 
proposed in docket No. G-1336. 
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On April 3, 1952 at the conclusion of the presentation of evidence 
and cross-examination of witnesses in the consolidated proceedings 
in docket Nos. G-1573, G-1614, G—-1808, G-1839 and G—1848, Tennessee 
Gas moved orally for an order of the Commission severing the pro- 
ceedings in those dockets from the proceedings in docket No. G—-1336. 
No objections were made to this motion and on April 17, 1952, the 
Commission issued its order granting the motion to sever. 

The presentation of evidence in docket No. G-1336 commenced on 
April 3, 1952. A recess was taken from April 7, 1952 to April 16, 
1952 and the hearings were concluded on April 17, 1952. Briefs were 
filed by applicant, interveners and staff counsel. We have considered 
carefully the record in this proceeding and the exceptions filed by 
applicant and the coal and railroad interests to the decision of the 
presiding examiner. We concur in the finding of the presiding ex- 
aminer that the Applicant East Tennessee Natural Gas Co. is a 
“natural-gas company” within the meaning of the Natural Gas Act; 
that the facilities which the applicant proposes to construct and op- 
erate are facilities subject to th jurisdiction of the Commission and 
construction and operation thereof by applicant would be subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act; and that the proposed construction and operation will be 
required by the present or future public convenience and necessity. 

We conclude, however, that the presiding examiner erred in finding 
that the applicant had not shown by substantial evidence that it is 
able properly to do the acts and to perform the service proposed and 
to conform to the provisions of the Natural Gas Act and the require- 
ments, rules and regulations of the Commission thereunder, and in 
ordering that the proceeding be reopened for the purpose of receiving 
additional evidence. 

Disposition of the several exceptions to the findings of the presiding 
examiner as taken by applicant and interveners, requires consideration 
and determination of two basic questions : 

(1) Has East Tennessee made a satisfactory showing of ability to 
finance the proposed project. 

(2) Has applicant submitted adequate evidence of record to support 
a finding that public convenience and necessity requires the proposed 
sales of natural gas to the communities of Greeneville, Kingsport and 
Jefferson City. 


In considering the first question, the presiding examiner cited the 
fact that East Tennessee had shown no firm commitments with respect 
to its plan of financing. He further observed that East Tennessee’s 
principal witness on financing testified that the project could be 
financed if four conditions were met. Because these conditions had 
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not been met at the time the record was made and because no firm 
commitments had been made with respect to financing the presiding 
examiner concluded that the proceedings should be reopened for the 
purpose of receiving additional evidence on the question of financing. 

Our examination of the record reveals that East Tennessee plans to 
finance the proposed system expansion project costing $5,800,000, by 
issuing $4,500,000 additional first mortgage bonds and by borrowing 
$1,300,000 from banks. According to the record the applicant had 
$14,250,000 of long-term debt outstanding as of December 31, 1951, 
and $4,800,000 of preferred stock. The common equity as of that date, 
amounting to $3,700,000, represented 16.3 percent of its total capital- 
ization. Issuance of the proposed additional debt would reduce the 
common equity to an estimated 13.0 percent of total capitalization as 
of the end of 1952 and increase the debt capital from 62.6 percent to 
70.2 percent. We have heretofore expressed the view that the common 
equity of a natural gas company should amount to at least 15 percent 
of total capitalization.’ 

Applicant’s financing plan requires revision to increase the amount 
of common stock equity. 

It is true that East Tennessee’s principal financial witness testified 
that in order to finance the project he would require (1) an inde- 
pendent study and verification of the applicant’s estimates of costs 
of construction by independent and reputable engineers, (2) waiver 
by insurance companies presently owning outstanding first mortgage 
bonds of the following two restrictive provisions in the bond inden- 
ture: (a) the 60 percent limitation on bonding property additions; 
and (b) the earning requirements which are set forth in the mortgage 
indenture so as to permit the proposed financing; (3) a satisfactory 
report to the insurance companies of the natural gas reserves of 
Tennessee Gas on an overall system basis by a recognized gas engineer ; 
and (4) verification of the estimates of earnings and cash flow sub- 
mitted by the applicant. 

We do not agree with the presiding examiner that because these 
conditions have not been met as yet by this applicant it has failed to 
present a feasible plan of financing. Such conditions constitute a 
necessary and integral part of a firm commitment to finance the pro- 
posed undertaking. Applicant’s financial witness testified that some 
difficulty might be encountered in carrying out the plan enumerated 
above because of East Tennessee’s pending rate application in docket 
No. G-1925. However, in fairness to all parties official notice must 
be taken of the fact that the Commission granted East Tennessee a 





1 Transcontinental Gas Pipe Line Corp., 9 F. P. C. 32. San Juan Pipe Line Co., et al., 
7m Be 1G 
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rate increase in docket No. G-1925 by its order dated September 30, 
1952, and thus it should be possible for East Tennessee to proceed with 
its plan of financing. 

The record supports the conclusion that the project can be reason- 
ably financed. However, because firm and binding commitments are 
presently lacking and because of the inadequate common equity under 
the plan proposed we consider it reasonable to include in our order a 
condition requiring East Tennessee to submit for our consideration 
in advance of construction its definitive plan of financing. 

In regard to the second question here present, we concur in part with 
the presiding examiner’s statement that to authorize the applicant to 
construct the necessary facilities for the establishment of natural gas 
service to the communities of Greeneville, Kingsport and Jefferson 
City, through parties not yet authorized to render such service, would 
be premature. The record shows that these three communities do not 
have distribution systems and no franchises have been granted by said 
communities. Furthermore, applicant has not as yet executed service 
agreements with those who propose to render the service. 

But, we are of the opinion that sufficient evidence was presented 
by the Watauga Valley Gas Co. (Watauga), which proposes to con- 
struct and operate the distribution systems in Greeneville and Kings- 
port, to support a conclusion that public convenience and necessity 
require that East Tennessee provide gas service for those two com- 
munities. The record shows that at the time of the hearing, Watauga 
had applied for franchises in Greeneville and Kingsport and it ap- 
peared that favorable action would be forthcoming. We are of the 
further opinion, then, that inadequacy of the record in this regard 
can be met by attaching to the certificate which we propose to issue 
herein a condition that appropriate evidence of franchise authoriza- 
tion for gas distribution in those two communities be filed with this 
Commission within a reasonable period of time. Our order will con- 
tain such a condition. It will also be conditioned to require the filing, 
within a reasonable period of time, service agreements covering service 
by applicant to Watauga for its distribution requirements in Greene- 
ville and Kingsport. 

We do concur with the presiding examiner in his finding that in- 
sufficient evidence has been presented in this case as to Jefferson City, 
and that East Tennessee should not be certificated to construct the 
proposed 5.5 miles of 4-inch lateral line necessary to provide such 
service. It is clear that the elimination of the estimated revenue re- 
sulting from the proposed service to Jefferson City will not signifi- 
cantly affect the economic feasibility of applicant’s project. Our 
order will therefore deny authorization to East Tennessee to provide 
service to Jefferson City. 
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We concur also in the presiding examiner’s finding that the evidence 
of record does not support the contention that markets actually exist 
as of the present time in the case of Holston Ordnance Works, Ameri- 
can Enka Corp., Penn-Dixie Corp., North American Rayon Corp., 
and the Bemberg Division of Beaunit Mills, Inc. We also would 
make clear that this is not to be understood to mean that these indus- 
trial customers, with whom applicant has not yet entered into bona 
fide contracts, may not be entitled to gas service upon a proper showing 
in an appropriate proceeding. It should be pointed out, however, 
that applicant presented a study in its reply brief demonstrating that 
the proposed project was economically sound without the estimated 
revenues from sales to those five industrials. We reach the same 
conclusion and therefore, our order will deny East Tennessee author- 
ity to provide service to these five industrials at this time. 

Exceptions, other than those hereinbefore specifically discussed, 
have been filed and argued by various parties. We have carefully 
considered each such exception and have concluded that the presiding 
examiner’s disposition of the matters excepted to is proper and should 
be sustained. Accordingly they will not be discussed. 

We further find and conclude that, except to the extent hereinbefore 
discussed in particular, each and every exception to the findings and 
conclusions of the presiding examiner as set forth in his decision filed 
herein on September 25, 1952 should be denied. 

As modified by this opinion, and the further findings and conclu- 
sions hereinafter set forth, we hereby adopt the presiding examiner’s 
decision as the Commission’s opinion in this proceeding. Our order 
issued herewith is in substitution for the proposed order of the exami- 
ner as set forth in his decision. 


FURTHER FINDINGS AND ORDER 


Upon consideration of the record herein the decision filed by the 
presiding examiner, the appeals therefrom, and for the reasons and 
upon the findings and conclusions set forth in our accompanying 
opinion each of which is made a part hereof, the Commission further 
finds that: 

(1) East Tennessee Natural Gas Co. (applicant), a Tennessee 
corporation having its principal office in Chattanooga, Tenn., is a 
“natural gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission (7 F. P. C. 5). 

(2) The facilities which East Tennessee Natural Gas Co. is author- 
ized herein to construct and operate will be used for the transporta- 
tion and sale of natural gas in interstate commerce, and the construc- 
tion and operation thereof are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 
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(3) The public convenience and necessity require the construction 
and operation by East Tennessee Natural Gas Co. of the following 
described facilities, and a certificate therefor should issue as herein- 
after ordered and conditioned : 

(1) 100 miles of 16-inch transmission pipeline extending from 
a connection with the existing system near Knoxville, Tenn., 
designated as Topside, to a point located approximately eight 
miles south of Kingsport, Tenn. 

(2) Approximately 58 miles of 4-inch, 8-inch and 1234-inch 
lateral lines together with appurtenant facilities. 

(4) The public convenience and necessity do not require the con- 
struction and operation of the following described facilities, and 
the application of East Tennessee Natural Gas Co. for a certificate 
authorizing construction and operation of such facilities should be 
denied : 

(1) Approximately 5.5 miles of 4-inch lateral pipeline, meter- 
ing facilities and appurtenances necessary to provide service to 
Jefferson City, Tenn. 

(2) Metering facilities and appurtenances necessary to provide 
service to: 

(a) Holston Ordnance Works, 

(b) Penn-Dixie Cement Corp., 

(c) American Enka Corp., 

(d) North American Rayon Corp., 

(e) Bemberg Division of Beaunit Mills, Inc. 

(5) The public convenience and necessity require that the certificate 
herein issued to East Tennessee Natural Gas Co. be conditioned to 
provide that East Tennessee submit a plan of financing which shall 
be acceptable to this Commission prior to commencing the construc- 
tion of the facilities authorized herein and within 90 days of the date 
of issuance of the order herein. 

(6) The public convenience and necessity require that the certifi- 
cate herein issued to East Tennessee Natural Gas Co. be conditioned 
upon its filing with this Commission certified copies of franchises 
issued by the communities of Greeneville and Kingsport to Watauga 
Valley Gas Co. and certified copies of executed service agreements 
between applicant and Watauga Valley Gas Co. prior to the com- 
mencement of the construction hereinafter authorized and within 90 
days from date of issuance of this certificate. 

(7) The public convenience and necessity require that the certificate 
herein issued to East Tennessee Natural Gas Co. be conditioned to 
require applicant to file a rate schedule satisfactory to the Commis- 


sion for the service herein authorized prior to the commencement of 
service. 
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(8) East Tennessee Natural Gas Co. is able and willing properly to 
do the acts and to perform the service proposed and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity, upon the 
terms and conditions hereinafter specified, be and the same is hereby 
issued in docket No. G-1336 authorizing East Tennessee Natural Gas 
Co. to construct and operate the facilities hereinbefore described all 
as more fully described in the amended application filed with the 
Commission on July 5, 1951 for the transportation and sale of natural 
gas subject to the jurisdiction of the Commission upon the terms and 
conditions of this order with exception of the volumes of gas proposed 
to be sold and the facilities necessary to render service to the com- 
munity and industrial customers specified in parts (1) and (2) of 
paragraph (4) of our findings. 

(B) The following conditions be and the same hereby are attached 
to the issuance of the certificate issued to East Tennessee Natural Gas 
Co. in paragraph (A) hereof, and to the exercise of rights granted 
thereunder: 

(1) Said certificate shall be void and without force or effect 
unless it be accepted in writing by East Tennessee Natural Gas 
Co. within 30 days from the date of the issuance of this order. 

(2) East Tennessee Natural Gas Co. shall submit a plan of 
financing which shall be acceptable to this Commission prior to 
the commencement of construction of any of the facilities author- 
ized herein and within 90 days of the date of issuance of this 
certificate. 

(3) East Tennessee Natural Gas Co. shall file with this Com- 
mission certified copies of franchises issued by the communities 
of Greeneville and Kingsport to Watauga Valley Gas Co. and 
certified copies of executed service agreements between applicant 
and Watauga Valley Gas Co. prior to the commencement of 
construction of the facilities herein authorized. 

(4) East Tennessee Natural Gas Co. shall file a rate schedule 
satisfactory to this Commission for the service herein authorized 
not less than 60 days prior to the commencement of service. 

(5) The construction of the facilities hereinbefore described 
shall be completed and said facilities shall be in actual operation 
by East Tennessee Natural Gas Co. within one year from the date 
of the issuance of this order. 

(6) East Tennessee Natural Gas Co. shall file with the Com- 
mission, in writine, and under oath, an original and four con 
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formed copies of the following as to the facilities which it is by 
this order authorized to construct and operate : 

(i) Within ten days after the bona fide beginning of con- 
struction of such facilities, notice of the date of such 
beginning ; 

(ii) Each month after the date of the issuance of this 
order, a progress report showing the exact status of the 
construction of such facilities ; 

(iii) Within ten days after such facilities have been con- 
structed and placed in operation, notice of the date of such 
placement; and 

(iv) Within six months after such facilities have been 
constructed and placed in service, and the operations hereby 
authorized have commenced, a statement showing the actual 
cost of constructing said facilities, by operating units, and 
showing separately the actual cost of labor, materials, right- 
of-way, damages, surveys, engineering, inspection, overhead, 
interest during construction, contingencies, and all other 
items of cost, together with a statement showing and ex- 
plaining the cause of any difference between actual cost and 
estimates of cost relied upon by said applicant. 

(C) That portion of the application filed by East Tennessee Nat- 
ural Gas Co. in docket No. G—1336, as amended, insofar as the same 
relates to construction of facilities not herein authorized, is hereby 
denied. 

(D) The proposed findings and conclusions submitted by the parties 
to these consolidated proceedings, to the extent that they are incon- 
sistent with the findings and order herein, are hereby rejected. 

(E) This certificate is not transferable and shall be effective only as 
long as East Tennessee Natural Gas Co. continues the operations 
hereby authorized in accordance with the terms and conditions of 
this order, and in accordance with the provisions of the Natural Gas 
Act, and any pertinent rules, regulations or orders heretofore or 
hereafter issued by the Commission. 


Commissioner Wimberly concurring in the result only. 


Adopted: November 10, 1952. Issued: November 12, 1952. 
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In tHE MATTER OF 
TEXAS EASTERN TRANSMISSION CORPORATION 
WILCOX TREND GATHERING SYSTEM, INC. 
Applications for Certificates of Public Convenience and Necessity 
Docket Nos. G—-1947, G-1959 
(Adopted December 12, 1952; Issued December 15, 1952) * 
Syllabus 


. Commission finds additional supplies of gas are required by Texas Eastern to 
replace its declining supplies in Louisiana if its system is to operate at 
its peak-day capacity in future. P. 488. 


2. Commission finds facilities proposed are reasonably adequate and that cost 


estimates are reasonable and within scope of Texas Eastern’s overall 
financing program. P. 439. 

. Estimate of reserves submitted on behalf of Texas Eastern is reasonable sum 
marization of existing gas reserves. VP. 439. 

. Definite market is shown for any gas which may now or in the future become 
available on Texas Eastern’s system. P. 441. 


5. Certificate issued to Texas Eastern conditioned upon requirement that, in 


ao 


event an order denies authorization to sell gas to Algonquin, Texas Eastern 
tile application for certificate authorizing sale and delivery of difference 
between its total system sales capacity and total of sales and deliveries it 
is then authorized to make. P. 441. 

3. Commission finds facilities proposed by Wilcox are reasonably adequate and 
proposed method of financing project is reasonable. P. 442. 

. Commission issues certificate on finding that Wilcox has made satisfactory 
showing of sufficient gas supply. TP. 448. 

. Commission attaches condition that Wilcox file amended copy of contract 
between Wilcox and Goliad, deleting certain clauses which interfere with 
Wilcox’s future freedom of operation as pipe-line company. VP. 445. 

. Commission believes cost-of-service basis for proposed rates to be charged by 
Wilcox is proper, but decides annual rate of return of 6% on net invest- 
ment rate base for inclusion in cost-of-service formula would be adequate. 
P. 446. 

10. Commission conditions certificate to provide that appropriate amounts ac- 
crued for federal income tax purposes shall be credited against any work- 
ing capital allowance to determine net investment rate base. P. 446. 


*Designated Commission opinion No. 241. 


$35 
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11. To insure service rendered Goliad will not be to detriment of Texas Eastern, 
certificate is conditioned upon filing of tariff by Wilcox applicable to its 
service to Texas Eastern and satisfactory to Commission which shall pro- 
vide allocation of costs of transportation on fair and equitable basis. 
P. 447. 


BucHANAN, Chairman, concurring. 


Charles I. Francis, David I, Searls, W. D. Deakins, Jr., R. Clyde 
Hargrove, Keith M. Pyburn, J. D. Head, and J. Ross Gamble for 
Texas Eastern Transmission Corp. 

John C. Jacobs, Justin R. Wolfe, and Louise Powell for Wilcox 
Trend Gathering System, Inc. 

William R. Duff and Robert W. Perdue for staff of the Federal 


Power Commission. 


By THE CoMMISSION : 


OPINION 


On April 24, 1952, Texas Eastern Transmission Corp. (Texas 
Eastern) filed an application pursuant to section 7 of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing it 
to construct and operate a 24-inch natural-gas transmission pipeline 
and appurtenant facilities, such pipeline to extend from a point near 
Provident City in Lavaca County, Tex., approximately 315 miles in 
a northeasterly direction to a point of connection with its existing 
20-inch pipeline near Castor, Bienville Parish, La. The application 
was amended on August 7 and September 30, 1952, and supplements 
thereto were filed on June 11, August 12, and September 17, 1952. 

On May 19, 1952, Wilcox Trend Gathering System, Inc. (Wilcox) 
filed an application pursuant to section 7 of the Natural Gas Act for 
a certificate of public convenience and necessity authorizing the con- 
struction and operation of a natural-gas transmission pipeline and 
appurtenant facilities extending in a northeasterly direction approxi- 
mately 157 miles from a point in the Hagist Ranch Field in McMullen 
County, Tex., to a point near Provident City, Tex. Supplements to 
the application were filed on June 9, July 31, and August 11, 1952. 

Texas Eastern proposes to purchase approximately 100,000 M. ce. f. 
of gas per day from Wilcox at Provident City, and to transport such 
gas, as well as gas purchased by it from producers in the area, through 
its proposed new pipeline to the connection with its existing 20-inch 
line near Castor, La. Such gas would enable Texas Eastern to re- 
place diminishing gas supplies in Louisiana. 

Petitions to intervene in docket No. G—-1947 were filed by Texas- 
Ohio Gas Co. on May 26, 1952; by National Coal Association, Fuels 
Research Council, Inc., United Mine Workers of America, and An- 
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thracite Institute (jointly) on May 26, 1952; and by The Philadel- 
phia Gas Works Co. on September 16, 1952. By our order issued 
July 23, 1952, we permitted intervention by Texas-Ohio Gas Co. and 
by the coal and labor interests, and by our order issued October 30, 
1952, we denied the petition to intervene filed by The Philadelphia 
Gas Works Co. By our order issued August 27, 1952, we also per- 
mitted intervention by Texas-Ohio Gas Co. and the coal and labor 
interests in docket No. G—1959. 

By our order issued August 29, 1952, the applications were con- 
solidated for purpose of hearing: and pursuant to due notice, in ac- 
cordance with the aforesaid order issued August 29, 1952, a public 
hearing was held concerning the matters raised and the issues pre- 
sented by such applications on September 24, 25, 26, 29, and 30, 1952, 
and October 1, 13, 14, 15, 16, 17, and 22, 1952. 

sy our order issued November 25, 1952, we omitted the intermediate 
decision with respect to the proceedings in docket Nos. G-1947 and 
G-1959, and pursuant to the same order, we heard oral argument on 
the issues on December 3, 1952. 

Texas Eastern, Wilcox, and the staff of the Commission introduced 
evidence in these proceedings, filed briefs, and took part in the oral 
argument. Conversely, none of the interveners offered evidence, filed 
briefs, or presented oral argument. 

We have carefully considered the entire record, including the briefs 
und the oral arguments. It is our opinion that certificates of public 
convenience and necessity must be issued to the respective applicants 
in docket Nos. G-1947 and G—1959, subject. to certain conditions as 
hereinafter set forth. 


TEXAS EASTERN TRANSMISSION CORP.—DOCKET NO, G—-1947 


Nece ssity for the project—Texas Eastern’s system has an author- 
ized peak-day capacity of approximately 1,500,000 M. ¢. f., by virtue 
of certificates heretofore issued by us in docket Nos. G-880, G-1003, 
G-1012, and G—-1089. The system is designed to use approximately 
392,000 M. c. f. of gas per day of the total of 1,300,000 M. ¢. f. per 
day on the 20-inch line south of Little Rock, Ark., of which approxi- 
mately 200,000 M. ¢. f. per day is sold and delivered to Texas Gas 
Transmission Corp. at Lisbon, La., and the remainder is delivered 
northward to Little Rock for use farther up the system. In the past, 
Texas Eastern has been able to purchase and transport through its 
20-inch line the necessary volumes of gas to enable it to make both 
the required delivery of gas to Texas Gas Transmission Corp. at Lisbon 
and that to station 5 at Little Rock. Such volumes were obtained in 
part from suppliers in Texas and in part from suppliers in Louisiana. 

The record shows, and none of the parties to this proceeding denies 
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the fact, that the gas supplies available to Texas Eastern in Louisiana 
are rapidly declining. The extent of this decline is shown by the 
following chart (from exhibits 53-58, inclusive) : 


Estimated annual gas purchases in Louisiana (M. ec. f.) 


77, 543, 209 202, 447 M. c. f. daily average 

61, 848, 914 197, 659 M. ec. f. daily average 

_ 48, 745, 500 119, 850 M. ec. f. daily average 

38, 872, 500 106, 500 M. c. f. daily average 

peed ee 36, 080, 250 98, 850 M. ec. f. daily average 
a er 33, 013, 200 90, 447 M. c. f. daily average 


Such decline would result in supply deficiencies on Texas Eastern’s 
system on a peak day increasing from an average of 91,000 M. c. f. per 
day in 1953 to approximately 135,000 M. c. f. per day in 1956. 

The record also shows, and the fact is uncontroverted, that even if 
additional supplies of gas became available in Texas, such supplies 
could not be used to make up the anticipated deficiencies in gas pur- 
chased in Louisiana in the future. The 20-inch line is so designed 
that it can deliver only limited quantities of gas from Texas into 
Louisiana; and there is even now gas available to Texas Eastern in 
Texas which the 20-inch line cannot transport because of its limited 
capacity. 

The solution to the problem selected by Texas Eastern was to enter 
into its gas-purchase contract with Wilcox, and to seek a certificate 
authorizing it to construct and operate a new pipeline connecting the 
additional gas supply obtained from Wilcox with its 20-inch line in 
Louisiana. Such pipeline, if authorized, would enable Texas Eastern 
to continue to operate its system at capacity in spite of the decline of 
gas supply in Louisiana. 

Design and adequacy of facilities —The proposed 24-inch pipeline 
is designed for a maximum capacity of 140,000 M. c. f. operating with 
an input pressure at the point of origin at Provident City, Tex., of 
1,000 pounds per square inch and a discharge pressure of 750 pounds 
per square inch at the terminus of the line at Castor, La. As designed, 
the pipeline would transport, without compression, up to 140,000 
M. c. f. per day to the point of connection with the existing 20-inch 
line at Castor, La. Ultimately, by the addition of compressor sta- 
tions, the capacity of the new line could be increased to 350,000 M. c. f. 
per day. The line would enable Texas Eastern to attach the addi- 
tion gas supply from Wilcox, which would amount to approximately 
100,000 M. c. f. per day, and would also enable Texas Eastern to 
transport gas it now has under contract, in the volume of 17,000 
M. c. f. per day, which cannot now be transported through the exist- 
ing 20-inch line because of the capacity limitations of that line. The 
proposed pipeline would not increase the volume of gas which can 
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be delivered from the existing 20-inch line into Little Rock. Even- 
tually, however, it could be connected with Texas Eastern’s 24-inch 
transmission line at Longview, Tex., and with its 30-inch line at 
Kosciusko, Miss. Such interconnections would provide a more 
flexible basis for Texas Eastern’s supply operations than now exists 
or will exist even after construction of the line proposed herein. 

We are of the opinion, and find, that the facilities proposed are 
reasonably adequate and necessary for the purpose proposed. 

Estimated cost of construction—The estimated cost of the proposed 
facilities, totalling $23,283,540, is based upon Texas Eastern’s past 
experience, upon quotations from manufacturers and suppliers, and 
upon current prices. The estimates of cost as presented are supported 
by the record and appear to be reasonable. 

Financing.—Texas Eastern has completed financing arrangements 
for the proposed construction. Such arrangements have been made 
as a part of Texas Eastern’s overall financing program, which includes 
the provision of funds for facilities under construction at the present 
time. During 1952, Texas Eastern sold $19,000,000 of preferred 
stock, 514 percent first preferred series. It has a commitment for 
the sale of $30,000,000 of 4 percent first mortgage bonds subject to 
issuance of a certificate of public convenience and necessity in docket 
No. G-1947. It appears that the proposed line can be financed within 
the scope of Texas Eastern’s overall financing program. 

Gas supply.—Texas Eastern purchases a substantial part of its 
gas from other pipeline companies. The balance of its gas supply 
is purchased from producers in Texas and Louisiana. In this record, 
Texas Eastern, through the firm of Ralph E. Davies, submitted reserve 
and availability estimates covering its existing gas supply. In such 
estimates, separate studies were not made for reserves supporting gas 
purchased from other pipeline companies, but it was assumed that 
the contract quantities of gas would be available for the duration of 
each contract. 

We have examined the record with respect to such estimates, and 
we conclude that the estimate of reserves submitted on behalf of 
Texas Eastern is a reasonable summarization of Texas Eastern’s 
existing gas reserves. Although the reserve estimate did not take 
into account information relative to new wells in the Lucky and Hico 
fields in Louisiana, and did not include additional acreage in the 
Unionville field in Louisiana which was placed under contract by 
Texas Eastern on July 27, 1952, we think that, even had such data 
been given effect in the reserve estimate, no substantial change would 
have been brought about. The estimated recoverable reserves, exclu- 
sive of gas proposed to be purchased from Wilcox, are shown on the 
following chart: . 
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Estimated recoverable dry gas reserves as of April 1, 1952 


Million cubic feet 
(16.7 pounds) 


Louisiana_____- daiiideds zs : saints tanya ane 499, 436 
Texas : ae ahh bas _.. 71, 155, 084 











Subtotal 04, 520 
Main line purchase contracts : », 397, 006 


Total_ 7, 051, 


ob 












1 Exclusive of gas reserves under block 245 in the Gulf of Mexico, covered by a gas- 
purchase contract between Texas Eastern and Texas Eastern Production Co. These 
reserves are not connected to Texas Eastern’s system. 





























Concerning availability, it appears that with respect to Louisiana 
fields, the availability estimate was based on the assumption that gas 
from Louisiana wells would be limited to 25 percent of open flow 
potential. Since most of the Louisiana gas is processed through gaso- 
line extraction plants, and the 25 percent limitation does not apply 
to gas to be processed through such plants, Louisiana wells have been 
in the past and are now being produced at rates up to 70 percent of 
their open flow potential. This would indicate that the rate of decline 
of available gas from the Louisiana fields may be greater than esti- 
mated by Texas Eastern in this proceeding. 

On the basis of the record, we find that additional supplies of gas 
are required by Texas Eastern to replace its declining supplies in 
Louisiana if its sytem is to operate at its peak-day capacity in the 
future. 

Market.—During the hearing in these consolidated matters, an un- 
usual situation arose when the Supreme Court of the United States 
denied certiorari in the case of Algonquin Gas Transmission Co., et al. 
v. Northeastern Gas Transmission Co., et al. 195 F. 2d 872, cert. denied, 
344 U.S. 818. The effect of such denial was to cancel Texas Eastern’s 
previously issued certificate (docket No. G-1012, 10 F. P. C. 35, 70) 
authorizing it to serve natural gas to Algonquin Gas Transmission 
Co. (Algonquin). Texas Eastern had proposed to sell and deliver to 
Algonquin and had received a certificate authorizing such sales, 
volumes of gas ranging from 125,000 M. ec. f. on a peak day in 1952-53 
to 220,000 M. c. f. on a peak day in 1956-57. 

The question of the effect on Texas Eastern’s application in docket 
No. G-1947 of the Supreme Court’s denial of certiorari was raised 
both during the course of hearing and at the conclusion thereof, when 
a motion was made by staff counsel to recess the hearing pending 
disposition of the Texas Eastern-Algonquin certificate applications 
(docket Nos. G-1012 and G-1319) upon rehearing. During hearing, 
Texas Eastern introduced evidence to show that demands for gas on 
its system far exceeded the quantities of gas which it proposed to sell 
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to Algonquin. Seven witnesses, representing the Columbia Gas Sys- 
tem, Inc., Consolidated Natural Gas Co., Philadelphia Gas Works, 
Public Service Electric & Gas Co., Philadelphia Electric Co., Equita- 
ble Gas Co., and United Natural Gas Co., all existing customers of 
Texas Eastern, testified to the need of such companies for additional 
quantities of gas should such gas become available. Several of these 
customers indicated their willingness to take gas on an interim basis 
pending the disposition of the applications in docket Nos. G-—1012 
and G-1319. Further, in response to the motion by commission staff 
counsel, Texas Eastern filed an answer in which it stated, inter alia, 
that in the event it was denied authorization to serve Algonquin, it 
would file an application for a certificate authorizing sale of the gas 
then available to its customers on a permanent basis. 

The record clearly shows that there is a definite market for any gas 
which may now or in the future become available on Texas Eastern’s 
system. In view of this, we shall condition the certificate hereinafter 
issued to require Texas Eastern, in the event an order issues denying 
Texas Eastern authorization to sell and deliver gas to Algonquin (Jn 
the Matters of Algonquin Gas Transmission Company, et al., docket 
Nos. G-1319, et al.), to file an application for a certificate within 60 
days from the date of issuance of such order authorizing sale and 
delivery of the difference between its total system sales capacity and 
the total of the sales and deliveries it is then authorized to make. 

There is pending the motion made by staff counsel to recess, disposi- 
tion of which was reserved in our order of November 25, 1952. In 
view of our disposition of the application in docket No. G-1947 as 
hereinafter ordered, we shall deny such action. 

Conclusion.—We find that a certificate of public convenience and 
necessity should issue to Texas Eastern Transmission Corp., author- 
izing the construction and operation of the facilities as described in 
the application in docket No. G-1947, as amended and supplemented, 
but subject to the conditions set forth in our order issued herewith. 


WILCOX TREND GATHERING SYSTEM, INC.—DOCKET NO, G—-1959 


Feasibility of the project—Wilcox proposes to construct and oper- 
ate the following facilities: 

(1) Approximately 157 miles of main transmission line consisting 
of 69 miles of 16-inch pipe and 88 miles of 14-inch pipe. The 14-inch 
line would commence at a point in the Hagist field in McMullen 
County, Tex., and extend in a northeasterly direction to a point of 
interconnection with the 16-inch line near Nordheim in Goliad County, 
Tex. The 16-inch line would extend northeasterly to the inlet side 
of the Goliad gasoline plant located in the Provident City field, Lavaca 
County, Tex., and would thence extend to a connection with Texas 
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Eastern’s existing 20-inch supply line and also with its proposed 
24-inch line. 

(2) Sundry lateral lines from 31% inches to 65¢ inches in diameter, 
totalling approximately 60 miles in length. 

(3) One 2,200 horsepower reciprocating compressor station and 
all necessary auxiliary equipment; said station to be located in DeWitt 
County, Tex. 

(4) Requisite metering and regulating stations and appurtenant 
facilities. 

The proposed line would have a peak-day delivery capacity of 
125,000 M. c. f. per day with a delivery pressure of 1,000 pounds per 
square inch to Texas Eastern. However, since wet gas would be trans- 
ported through the line to the Goliad gasoline plant for “stripping” 
prior to the delivery to Texas Eastern of dry gas, the actual peak-day 
delivery capacity of the line would be 134,000 M. c. f. (exclusive of line 
losses), of which volume 9,400 M. c. f. would be lost by shrinkage at 
the gasoline extraction plant. Since the gas was placed under con- 
tract by Wilcox prior to the time when the line was designed, the 
proposed line would follow a route calculated to make economically 
available the gas reserves under contract to Wilcox in the Wilcox 
Trend. 

A single compressor station having 2.200 horsepower installed ca- 
pacity would be constructed in DeWitt County, Tex., of which only 
1.847 horsepower would be required to transport the volumes initially 
contracted to be sold to Texas Eastern. 

We are of the opinion, and find, that the facilities proposed are 
reasonably adequate and necessary for the service proposed to be 
rendered thereby. 

The project is estimated to cost approximately $10,500,000, The 
cost estimates submitted by Wilcox were based on actual quotations 
from manufacturers and suppliers, on the experience of a firm of 
consulting engineers, and on comparisons of the estimated unit costs 
with costs experienced in similar cases by contractors. The estimates 
appear to be reasonable. 

Wilcox has received the necessary authorization from the Petro- 
leum Administration for Defense, and the record shows that some of 
the necessary pipe will be delivered in the last quarter of 1952 and the 
balance in the first quarter of 1953. 

To finance construction of its proposed pipeline, Wilcox has sold 
$7,900,000 of 414 percent, 20-year first mortgage bonds to Metropolitan 
Life Insurance Co. Texas Eastern would take up 75 percent, and 
Mr. H. W. Bass, organizer of Wilcox, 25 percent, of the remaining 
equity capital of approximately $2,700,000. We find that the proposed 
method of financing the Wilcox project is reasonable, upon the con- 
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templated basis of 75 percent debt securities and 25 percent equity 


securities. 


Gas supply.—Wilcox has entered into more than 30 gas-purchase 
contracts, from which the daily contract quantity would amount to 
136,805 M. ec. f., at a pressure base of 14.65 pounds per square inch. 
Wilcox’s gas-purchase contracts provide, in general, that unless Wil- 
cox shall obtain a certificate of public convenience and necessity on 
or before December 15, 1952, each producer, by giving notice to Wilcox, 


shall be entitled to void its contract. 


Most of Wilcox’s gas-purchase contracts provide that gas must be 
taken or paid for commencing March 1, 1953, or later, although one 
contract requires Wilcox to take or pay for gas beginning on Decem- 
ber 1, 1952, and another contract provides that Wilcox take or pay 


for gas beginning on January 31, 1953. 


Initially, Wilcox would pay 10 cents per M. c. f., the maximum OPS 
price, for gas purchased pursuant to the contracts with the producers. 
The contracts provide for a yearly escalation of two mills in the 
price; and there is a further provision for redetermination of the 
price at the end of the first five-year period of operations. In addi- 
tion, since most of the gas-purchase contracts apply to small reserves, 
there is a provision that in the event the producer cannot meet the re- 
quired delivery pressure of 1,200 pounds per square inch during the 
first 10 years of the contract and 600 pounds per square inch there- 
after, either the producer may install compression or Wilcox may do 
so, charging the cost thereof back to the producer in the manner 


specified in the contract. 


Both reserve and availability studies were submitted on behalf of 
Wilcox. In the reserve study, it was estimated that the gas reserves 
supporting the project total 616,581 million cubic feet (16.7 pounds 
per square inch) as of April 1, 1952. We find that this figure consti- 
tutes a reasonable estimate of the recoverable dry gas reserves avail- 


able to Wilcox. 


There has been no production in the majority of the fields from 


which Wilcox would derive its gas supply. 


Hence the availability 


study submitted on behalf of Wilcox was a production-pressure de- 
cline study based primarily on initial potential data from individual 
wells. We find that this study is based upon reasonable assumptions 
from data available, and is a reasonable estimate of the future availa- 


bility of gas to Wilcox. 


We conclude that Wilcox has commitments for a supply of natural 
gas reasonably adequate to meet its contractual obligation to Texas 
Eastern, and that it has made a satisfactory showing of sufficient gas 


supply to warrant the issuance of a certificate authorizing construc- 
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tion and operation of the facilities described in its application, as 
supplemented. 

The Wilcox-Goliad contract—Separate contracts with producers in 
the Wilcox Trend have been entered into by Wilcox and the Goliad 
Corp. (Goliad) which latter company intends to operate a gasoline 
extraction plant. Under these contracts, Wilcox will purchase the 
“dry” components of the gas and Goliad will purchase the liquefiable 
hydrocarbons. All except two of the producers who have contracted to 
sell dry gas to Wilcox have also entered into contracts with Goliad to 
sell it the heavy hydrocarbons. 

Mr. H. W. Bass is currently president and owner of Wilcox, al- 
though Texas Eastern, upon issuance of a certificate in docket No. 
G-1959, will become the owner of 75 percent of the equity while Mr. 
Bass will retain 25 percent thereof. Mr. Bass is also president of the 
Goliad corporation. He owns, in conjunction with members of his 
family, 50 percent of the stock of Goliad and is currently negotiating 
for the sale of the remaining stock to other persons. Mr. Bass will 
be, when a certificate is issued in docket No. G-1959, one of the five 
directors and a stockholder in Wilcox, and the operating head of 
Goliad. 

Wilcox has entered into a contract with Goliad under which Wilcox 
will transport the total gas stream purchased by each company from 
producers in fields in the Wilcox Trend to the gasoline extraction 
plant to be constructed, owned, and operated by Goliad. At the 
gasoline plant, Goliad will remove the liquid hydrocarbons from the 
gas stream. The dry gas will then be delivered by Wilcox to Texas 
fastern. In return for the transportation service rendered to Goliad 
by Wilcox, Goliad will dehydrate the gas; and at such times as the 
extraction plant is not in operation, Wilcox will pay Goliad one-fourth 
of a cent per M. c. f. for the dehydration service. 

Certain provisions appear in the contract which appear to unneces- 
sarily interfere with Wilcox’s future freedom of operation as a pipe- 
linecompany. Paragraph 4 (e) of the contract limits Wilcox’s ability 
to take into its gathering system gas which renders the total stream, 
at the inlet side of Goliad’s plant, incapable of meeting certain quality 
specifications. Paragraph 4 (f) of the contract limits Wilcox’s ability 
to take or obligate itself to take gas into its gathering facilities which 
is not covered by a gas-components contract owned by Goliad. Para- 
graph 4 (g) of the contract restricts Wilcox’s ability to contract to 
take gas into its gathering facilities unless the capacity of its pipeline 
exceeds the maximum contract quantities or the maximum quantities 
actually deliverable from wells covered by contracts. 


The Commission staff took exception to these clauses in the contract. 
During oral argument, counsel for Wilcox stated that he was author- 
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ized by the responsible executives of Wilcox to inform the Commis- 
sion that the company was willing to delete such clauses. Since we 
are of the opinion that the clauses described would unduly inhibit 
Wilcox’s future pipeline operations, our order will provide that the 
certificate hereinafter issued be conditioned to require that the con- 
tract between Wilcox and Goliad be amended to delete such clauses, 
and that Wilcox file with the Commission a duly conformed copy of 
such amendment. 

We do not, however, agree with the contention of our staff, presented 
both in its brief and in oral argument, that the nature of the arrange- 
ment between Wilcox and Goliad is such that the application in 
docket No. G—-1959 should be denied. Certainly, Goliad is not subject 
to our regulatory authority. Its purchase of the liquid hydrocarbons 
and its extraction operations are outside the purview of the Natural 
Gas Act. 

With respect to the transportation service to be rendered by Wilcox 
for Goliad, we note that the Goliad plant will not be in operation until 
sometime after Wilcox commences operations, and that until such 
time as Goliad commences operations, Wilcox will be rendering no 
service to Goliad. Since our jurisdiction over Wilcox, upon issuance 
of the certificate herein, will be continuing, we shall render no decision 
at this time as to whether the future transportation service to be 
rendered by Wilcox for Goliad is subject to our regulatory authority 
under the Natural Gas Act. Our order will provide that the record 
herein be left open for such further order with respect to such trans- 
portation service as may be appropriate in the circumstances. 

We do not think, however, that it is our concern in administering 
the Natural Gas Act whether Goliad or Wilcox has the advantage in 
the contractual relationship which exists between them. We are con- 
cerned, first, that Wilcox not be impeded in its operations as a natural- 
gas company by reason of its contract with Goliad, and, second, that 
no element of Wilcox’s cost of transportation of the heavy hydro- 
carbons for Goliad be imposed on Texas Eastern and ultimately on 
its customers. 

The first of these considerations will be the subject of the conditions 
already discussed. The second concerns Wilcox’s tariff applicable 
to its services to Texas Eastern, and to that we now direct our 
attention. 

Rates.—Wilcox has submitted a proposed tariff for the sale of 
natural gas to Texas Eastern under which its charges will be made 
upon the basis of a cost-of-service formula. The cost-of-service for- 
mula employed includes reasonable and necessary operating expenses, 
depreciation expense, tax accruals and return upon a net-investment 
rate base. Until such time as the Goliad gasoline plant is in opera- 
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tion, all of the costs of transportation will be borne by Texas Eastern, 
which appears to be proper. However, after the gasoline plant to be 
operated by Goliad is placed in service, it will be necessary to insure 
that the costs to be borne by Texas Eastern are only those properly 
associated with the services performed by Wilcox for Texas Eastern 
and that no portion of the costs of services performed by Wilcox for 
Goliad are allocated to Texas Eastern. It is our opinion that the cost- 
of-service basis for the proposed rates to be charged is a proper one 
under the pipeline operations here involved but that certain modifica- 
tions of the details of the formula are required, as outlined below. 

The cost of formula proposed in the tariff provides for a return at 
an annual rate of 614 percent on a net-investment rate base. Under 
the arrangements here proposed, Texas Eastern will guarantee to 
Wilcox not only the return of all expenses incurred for the perform- 
ance of the proposed transportation service for Texas Eastern but in 
addition a fixed rate of return on all property used in rendering such 
service. In view of the proposed plan of financing and the protection 
afforded Wilcox under the proposed arrangements with Texas Eastern 
it is our opinion that an annual rate of return of 6 percent on the net 
investment rate base for inclusion in the cost-of-service formula would 
certainly be reasonable and adequate, and our order granting a certifi- 
eate hereinafter shall so provide. 

Furthermore, it is noted that the net investment rate base in the 
proposed tariff, on which the amount of the return would be com- 
puted, would provide an allowance for materials and supplies and 
cash working capital computed at 14 of the annual operating expenses 
exclusive of the cost of purchased gas, with an initial working capital 
allowance of $100,000. No provision is made to deduct from gross 
working capital requirements the amounts provided by customers to 
meet Wilcox’s federal income tax liability. Working capital is allow- 
able as a part of the rate base, upon which a reasonable rate of return 
must be allowed when revenue from utility operations is not received 
from current operations until some time after necessary operating and 
other expenses must be met by cash outlay. However, when there is 
an accrual of cash provided from operations to anticipate future pay- 
ments of federal income taxes, such accruals to the extent available 
must be considered before any allowance is made for working capital. 
The record shows that the amounts accrued for federal income tax 
purposes in 1954 would be more than the requirements for working 
capital. Inasmuch as such accruals, provided by customers months 
in advance of the time when the tax liability must be met, is available 
to Wilcox for working capital purposes, we shall condition the certifi- 
cate hereinafter issued to provide that appropriate amounts accrued 
for federal income tax purposes shall be credited against any working 
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capital allowance in order to determine the net investment rate base. 

Subsequent to the time when the gasoline plant is in operation, 
Wilcox will be transporting gas to be delivered to Texas Eastern and 
to the Goliad Corp. Wilcox submitted a tariff in this proceeding 
applicable to the service to be rendered to Texas Eastern, wherein the 
allocation of the transportation costs between Wilcox and Goliad was 
tested on the basis of a volumetric calculation. The staff proposed an 
allocation based upon a total B. t. u. calculation. Upon the basis of 
the record in this proceeding we are not certain that there has been 
presented a fair, reasonable and equitable method for an allocation 
of transportation costs between Goliad and Wilcox. Hence, to insure 
that the rate to be charged Texas Eastern by Wilcox will not lead to 
inequities whereby the service rendered Goliad will be to the detri- 
ment of Texas Eastern, we shall condition the certificate issued herein 
to require Wilcox to file a tariff applicable to its service to Texas 
Eastern, and which shall be satisfactory to the Commission, which 
shall provide that the allocation of the costs of transportation shall 
be on a fair, reasonable, and equitable basis; such tariff to be filed 
60 days prior to commencement of service. 

Conclusion.—We find that a certificate of public convenience and 
necessity should issue to Wilcox Trend Gathering System, Inc., author- 
izing the construction and operation of the facilities as described in 
the application in docket No. G—1959, as supplemented, subject to 
the conditions set forth in our order issued herewith. 

Upon consideration of the evidence, the briefs filed, the oral argu- 
ments, and the entire record, we further find : 

(1) Texas Eastern Transmission Corp., applicant in docket No. G- 
1947, is a Delaware corporation having its principal place of business 
at Shreveport, La., and owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of 
Texas, Louisiana, Arkansas, Missouri, Illinois, Indiana, Ohio, West 
Virginia, Pennsylvania, and New York, and by such operations is 
engaged in the transportation and sale of natural gas in interstate 
commerce for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 10, 1947, in docket No. G-880, 6 F. P. C. 
148. 

(2) The facilities to be constructed and operated by Texas Eastern, 
as set forth in its application, as amended and supplemented, in docket 
No. G-1947, are proposed to be used in the transportation and sale 
of natural gas for resale in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof, 
and the sale of natural gas as proposed by Texas Eastern, are subject 
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to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and 
to perform the service hereinafter authorized, and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilities by Texas 
Eastern are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) It is appropriate to carry out the provisions of the Natural 
Gas Act that the certificate hereinafter issued to Texas Eastern be 
conditioned to provide that, in the event an order issues denying Texas 
Eastern authorization to sell and deliver natural gas to Algonquin 
(In the Matters of Algonquin Gas Transmission Company, et al., 
Docket Nos. G-1319, e¢ al.), Texas Eastern, within 60 days from the 
date of issuance of such order, shall file an application for a certificate 
of public convenience and necessity authorizing sale and delivery of 
the difference between its total system sales capacity and the total 
of the sales and deliveries it is then authorized to make. 

(6) Wilcox Trend Gathering System, Inc., applicant in docket No. 
G-1959, is a Delaware corporation having its principal place of 
business at Dallas, Tex., and proposes to construct, own, and operate, 
among other facilities, a natural-gas transmission pipeline system to 
extend from a point in the Hagist Ranch Field in McMullen County, 
Tex., approximately 157 miles to a point in the Provident City Field 
in Lavaca County, Tex., at which point it proposes to sell natural gas 
to Texas Eastern Transmission Corp. for transportation and sale of 
natural gas for resale by Texas Eastern in states other than Texas; 
and upon completion of construction and commencement of operation 
of such facilities, will be engaged in the transportation and sale of 
natural gas in interstate commerce for ultimate public consumption, 
subject to the jurisdiction of the Commission, and will be, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act. 

(7) The facilities to be constructed and operated by Wilcox, as 
set forth in its application, as supplemented, in docket No. G—1959, 
are proposed to be used in the transportation and sale of natural gas 
for resale in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof, and the sale 
of natural gas as proposed by Wilcox, are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(8) Wilcox is able and willing properly to do the acts and to per- 
form the service proposed, and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the 
Commission thereunder. 
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(9) The proposed construction and operation of facilities by Wilcox 
as hereinafter conditioned are required by the public convenience and 
necessity, and a certificate therefor should be isused as hereinafter 
ordered and conditioned. 

(10) It is appropriate to carry out the provisions of the Natural 
Gas Act that the certificate hereinafter issued to Wilcox be conditioned 
to provide that, within 30 days from the date of issuance of the order 
herein, Wilcox shall furnish to the Commission a conformed copy of 
a binding amendment to its contract with the Goliad Corp. dated 
May 23, 1952, such amendment to delete paragraphs 4 (e), 4 (f), and 
4 (g) of such contract. 

(11) It is appropriate to carry out the provisions of the Natural 
Gas Act that the certificate hereinafter issued to Wilcox be conditioned 
to require that Wilcox, at least 60 days prior to inception of the 
service hereinafter authorized, submit for filing an F. P. C. gas tariff 
applicable to its service to Texas Eastern and which shall be satis- 
factory to the Commission, which shall provide that the allocation 
of the costs of transportation shall be on a fair, reasonable, and 
equitable basis. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Texas Eastern to construct and 
operate the facilities hereinbefore described, all as more fully de- 
scribed in the application, as amended and supplemented, in docket 
No. G-1947, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached 
to the issuance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and of no effect unless accepted 
in writing by Texas Eastern Transmission Corporation within 
thirty days from the date of issuance of this order. 

(C) The following conditions be and the same hereby are attached 
to the exercise of rights granted by the certificate issued in paragraph 
(A) hereof: 

(1) The facilities herein authorized to be constructed shall 
be completed and the operation and service herein authorized 
shall be actually undertaken and regularly performed by Texas 
Zastern within six months from the date of issuance of this 
order. 

(2) Texas Eastern shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the 
following: (a) within ten days after the bona fide beginning of 
construction, notice of the date of such beginning; (b) each three 

months after the date of issuance of this order, a progress report 
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showing the exact status of the construction authorized herein; 
(c) within ten days after completion of construction of the 
facilities herein authorized to be constructed, notice of the date of 
such completion; and (d) within six months after constructing 
the facilities herein authorized has been completed, a statement 
showing the actual cost of constructing such facilities and show- 
ing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, to- 
gether with a statement showing and explaining the cause for 
any difference between actual cost and estimates of cost relied 
on by Texas Eastern Transmission Corp. in this proceeding. 
(3) In the event an order issues denying Texas Eastern Trans- 
mission Corp. authorization to sell and deliver natural gas to 
Algonquin Gas Transmission Corporation (/n the Matters of 
Algonquin Gas Transmission Corporation, et al., Docket Nos. 
G-1319, et al.), Texas Eastern, within 60 days from the date of 
issuance of such order, shall file an application for a certificate of 
public convenience and necessity authorizing sale and delivery 
of the difference between its total system sales capacity and the 
total of the sales and deliveries it is then authorized to make. 


(D) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Wilcox Trend Gathering System, 
Inc., to construct and operate the facilities hereinbefore described, all 
as more fully described in its application, as supplemented, in docket 
No. G-1959, for the transportation and sale of gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(E) The following condition be and the same hereby is attached to 
the issuance of the certificate issued in paragraph (D) hereof: 


The certificate shall be void and of no effect unless accepted in 
writing by Wilcox Trend Gathering System, Inc., within 30 
days from the date of issuance of this order. 

(F) The following conditions be and the same hereby are attached 


to the exercise of rights granted by the certificate issued in paragraph 


(D) hereof: 


(1) The facilities herein authorized to be constructed shall be 
completed and the operation and service herein authorized shall 
be actually undertaken and regularly performed by Wilcox Trend 
Gathering System, Inc., within 6 months from the date of issuance 
of this order. 

(2) Wilcox Trend Gathering System, Inc., shall file with the 
Commission, in writing and under oath, an original and four 
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conformed copies of the following: (a) within ten days after the 
bona fide beginning of construction, notice of the date of such 
beginning; (b) each three months after the date of issuance of 
this order, a progress report showing the exact status of the 
construction authorized herein; (c) within ten days after the 
facilities herein authorized have been constructed and placed 
in service or any operation and service herein authorized has 
commenced, notice of the date of such placement and commence- 
ment; and (d) within six months after the facilities herein au- 
thorized have been constructed and placed in service and 
operations as herein authorized have commenced, a statement 
showing the actual cost of constructing said facilities and show- 
ing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, to- 
gether with a statement showing and explaining the cause for 
any difference between actual cost and estimates of cost relied 
upon by applicant in this proceeding. 

(3) Within 30 days from the date of issuance of this order, 
Wilcox Trend Gathering System, Inc., shall file with the Com- 
mission a conformed copy of a binding amendment to its contract 
with the Goliad Corp. dated May 23, 1952, such amendment to 
delete paragraphs 4 (e). 4 (f), and 4 (g) of such contract. 

(4) Wilcox Trend Gathering System, Inc., shall submit for 
filing, at least 60 days prior to inception of the service herein 
authorized, an FPC Gas Tariff which shall be satisfactory to 
the Commission and which shall be consistent with our views 
expressed herein. 

(G) The record in docket No. G-1959 be and the same hereby is 
left open for such further order or orders as may be appropriate in 
the circumstances with respect to the future transportation service 
to be rendered by Wilcox Trend Gathering System, Inc. for the Goliad 
Corp. 

(H) The certificates issued herein are not transferable and shall 
be effective only so long as the respective companies continue the 
operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, this order, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 

(I) The motion made by Commission staff counsel on October 22, 
1952 to recess the hearing in these consolidated applications pending 
further order of the Commission, be and the same is hereby denied. 


Adopted: December 12, 1952. Issued: December 15, 1952. 
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BucuANAN, Chairman, concurring : 

I am unable to distinguish the facts and principles in this case 
from the facts and principles stated /n the Matter of Phillips Petro- 
eum Co., 10 F. P. C. 246. The only apparent difference is that here 
Wilcox does not own and operate the gasoline extraction plant as was 
the situation in the Phillips case. The difference appears to me to 
be irrelevant and immaterial to the basic principles involved. Conse- 
quently, I concur in the issuing of a certificate of public convenience 
and necessity to Wilcox for the construction and operation of the 
facilities applied for, that being the same position I took in the 


Ph illips ease. 


Issued: December 15, 1952. 











IN THE MATTER OF 
PUBLIC SERVICE CORPORATION OF TEXAS 


Application for Connection and Service Pursuant to Section 7 (a) 
of the Natural Gas Act 


Docket No. G—1640 
(Adopted December 22, 1952; Issued December 24, 1952) * 


Syllab US 


Since interconnection with Northern would more efficiently meet need for 
natural gas for emergency purposes than would one with Cities Service, 
an interconnection with Cities Service is not necessary or desirable. P. 455. 


2. Commission finds public interest requires an emergency connection and 


service by Northern to Public Service. P. 455. 
Section 7 (a) of Natural Gas Act includes authority to order interconnections 
to be used only for emergency purposes. P. 456. 


4. Commission may order one natural-gas company to interconnect its facilities 


with the facilities of another natural-gas company and sell or exchange 
gas With such company. PT. 456. 

Section 7 (a) of act expressly permits Commission to direct natural-gas 
company to interconnect “with the facilities of, and sell natural gas to 
any person” engaged in local distribution of natural or artificial gas to 
public. TP. 456. 

}. The word “person” in section 7 (a) of act does not impliedly exclude authority 
to order interconnection with facilities of corporation which also happens 
to be “natural-gas company”. P. 456. 

Since Public Service is also engaged in making direct main-line sales and 
sales for resale, order requiring interconnection is conditioned to restrict 
benefits conferred commensurately with local distribution operations of 
Public Service. VP. 457. 


8. Commission conditions emergency interconnection order to assure that obliga- 


tion imposed upon Northern will not constitute an “undue burden” and 
will not “impair its ability to render adequate service to its customers.” 
P. 457. 


Henry W. Simon and J. E.. Horwitz for Public Service Corp. of 
y 


Texas. 


Lawrence I. Shaw and F. Vinson Roach for Northern Natural Gas 


Co. 


*Designated Commission opinion 
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John W. Scott, Harry S. Littman, O. R. Stites, Robert R. Me- 
Cracken, and Robert N. Barry for Cities Service Gas Co. 
Norman E.. Duke for statt of the Federal Power Commission. 


By THE ComMISSION : 


OPINION 


This is a proceeding upon an application of Public Service Corp. of 
Texas (applicant) for an order pursuant to section 7 (a) of the 
Natural Gas Act, directing Northern Natural Gas Co. (Northern) 
and Cities Service Gas Co. (Cities Service), or either of them, to estab- 
lish physical connection of their transportation facilities with the 
facilities of applicant, and to sell and deliver to applicant natural 
gas during peak-load periods in amounts not to exceed 2,000 M. c. f. 
per day, as well as to furnish applicant with the necessary gas to meet 
the demands of its customers during periods of emergency. 

The application herein was filed on March 26, 1951. On January 7, 
1952, during a recess in the hearing, upon applicant’s request, the 
application was amended to reduce the volumes sought by applicant 
from 2,000 M. c. f. per day for peak-load service to not in excess of 
500 M. c. f. per day for such service. The amended application speci- 
fied that such deliveries were to be made only during the period begin- 
ning December 15 and ending March 15 of each heating season. On 
August 18, 1952, after the hearing was concluded, but before the 
issuance of the presiding examiner’s decision, applicant filed an 
“Amendment Number Two” to its application, containing a copy of 
a contract dated July 15, 1952 between applicant and J. M. Huber 
Corp. committing to applicant the daily allowable output of approxi- 
mately 650 M. c. f. of natural gas from a well owned by the J. M. 
Huber Corp. Applicant thereby withdrew its request for peak-load 
service from the respondents, but renewed its request for emergency 
service in the event of failure of its existing source of gas supply. 

The examiner’s decision disposing of this limited request for emer- 
gency service was issued on September 19, 1952. In his decision, the 
presiding examiner found it to be necessary and desirable in the public 
interest that Northern establish a connection with applicant at the 
point of intersection of their two systems near Perryton, Tex., and 
sell natural gas to applicant if and when its usual supply of natural 
gas is interrupted from stated causes. Accordingly, he ordered North- 
ern to establish such connection and make such sale. As to Cities 
Service, the examiner found that a connection of its facilities with 
those of applicant would not be as useful to applicant as would a 
connection with Northern, and that a second connection with Cities 
Service would not be necessary or desirable in the public interest. 
Therefore, he denied the application for an order directing Cities 
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Service to establish physical connection of its facilities with those of 
applicant and to sell natural gas on an emergency basis. 

Exceptions to the presiding examiner’s decision were filed by North- 
ern on October 9, 1952, which present questions for our determination 
whether section 7 (a) of the Natural Gas Act, pursuant to which the 
application herein was filed, authorizes the Commission (1) to order 
a natural-gas company to establish physical connection of its trans- 
portation facilities with the facilities of, and sell natural gas to, a 
company engaged in the local distribution of natural gas to the public 
if such company is also a “natural-gas company” within the meaning 
of the Natural Gas Act, or (2) to order such connection and sale of 
natural gas solely for emergency purposes. The exceptions filed by 
Northern also raise subsidiary questions which we shall discuss. 

We leave to one side discussion of applicant’s request for service 
by Cities Service, since we agree with the presiding examiner’s view 
that it does not appear necessary or desirable to require both Cities 
Service and Northern to furnish emergency service to applicant. 

Considering the location of the facilities of applicant and of re- 
spondents and the nature of the emergency situation against which 
protection is sought, there is no doubt on the facts of this case that an 
interconnection with Northern would more efficiently meet the need 
than would one with Cities Service. If, therefore, Northern is to be 
required to make such a connection, the record shows that it is not 
necessary or desirable to require another with Cities Service. 

By means of its transmission system, applicant supplies natural gas 
for six communities in Texas and four in Oklahoma, as well as for 
furnishing gas by direct sale to Phillips Petroleum Co. for use in 
two compressor stations near Spearman, Tex. In eight of the fore- 
going ten communities, applicant itself owns and operates the local 
distribution systems involved. These local distribution systems owned 
and operated by applicant are located in the Texas communities of 
Canadian, Parryton, Higgins, Booker, and Mobeetie, and in the Okla- 
homa communities of Shattuck, Gage, and Fargo. Applicant sells 
natural gas for resale only to the Spearman Gas Co. which distributes 
gas locally in Spearman, Tex., and to the Canadian Valley Gas Co. 
which distributes gas locally in Supply, Okla., for, among others, the 
Oklahoma Hospital for the Insane which uses natural gas for heating 
purposes. 

We agree with the conclusion of the presiding examiner that “the 
public interest does require (as a protection to the consuming public 
dependent upon the lines of Public Service)” an emergency connection 
and service by Northern to applicant, if it be within our power to 
require, which Northern in its exceptions denies. 

In substance, Northern contends: (1) that section 7 (a) of the act 
contains no authority “expressed or implied, to require a natural-gas 
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company to make emergency connections”, and (2) that the act does 

not contain authority whereby this Commission may order one natural- 

gas company to interconnect its facilities with the facilities of another 

natural-gas company and sell or exchange gas with such company. 
Section 7 (a) of the act provides as follows: 


Whenever the Commission, after notice and opportunity for hearing, finds 
such action necessary or desirable in the public interest, it may by order direct 
a natural-gas company to extend or improve its transportation facilities with 
the facilities of, and sell natural gas to, any person or municipality engaged 
or legally authorized to engage in the local distribution of natural or artificial 
gas to the public, and for such purpose to extend its transportation facilities 
to communities immediately adjacent to such facilities or to territory served 
by such natural-gas company, if the Commission finds that no undue burden 
will be placed upon such natural-gas company thereby: Provided, That the 
Commission shall have no authority to compel the enlargement of such trans- 
portation facilities for such purposes, or to compel such natural-gas company 
to establish physical connection or sell natural gas when to do so would impair 
its ability to render adequate service to its customers. 


The plain words of that section render nugatory Northern’s first 
argument, that the authority conferred by that section does not extend 
to interconnections to be used only for emergency purposes. Indeed, 
that argument collides with the clearly stated power to direct a natural- 
gas company “* * * to establish physical connection of its transpor- 
tation facilities with the facilities of, and sell natural gas * * *.” 


By its second argument, that it may not be required under section 
7 (a) to interconnect with another “natural-gas company”, Northern 
necessarily is required to show that a “natural-gas company” is not 
a “person”, as those terms are defined in the act. For section 7 (a) 
expressly permits us to direct Northern to interconnect its facilities 
“with the facilities of, and sell natural gas to any person” engaged 
or legally authorized to engage in the local distribution of natural 
or artificial gas to the public. Section 2 (1) defines “person” to 
include a “corporation”, and section 2 (3) defines “corporation” to 
include “any corporation”. Northern does not, nor could it, deny 
that Public Service Corp. of Texas is a corporation. Moreover, if 
“person”, as used in section 7 (a), were read impliedly to exclude a 
corporation which also happened to be a “natural-gas company”, the 
purpose sought to be served by that section might often be thwarted. 
For, were a corporation distributing natural gas locally within a 
community near the interstate pipeline of a natural-gas company, 
and such local distribution company also engaged in the transpor- 
tation of natural gas in interstate commerce by operating a line 
extending from the community to a point near such interstate pipe- 
line, it would automatically be denied the benefits of section 7 (a), 


1Section 2 (3)’s exclusion of “municipalities” is not relevant here. 














































PUBLIC SERVICE CORP. OF TEXAS 457 


since such a local distribution company would itself be a “natural-gas 
company” as that term is defined in section 2 (6). We are unwilling 
to read into section 7 (a) an implied exception thus capable of 
derogating from the purpose sought to be served by that section. 

By what we have said, we do not suggest that section 7 (a) can be 
employed by one “natural-gas company”—even when it happens also 
to be engaged in local distribution—as a vehicle to raid the supplies 
of another “natural-gas company”. We shall make this even clearer 
as we consider the specific case before us. 

Here, the record amply demonstrates, an emergency interconnection 
of the facilities of Northern with those of applicant is necessary and 
desirable in the public interest. There is no dispute but that applicant 
is engaged in the local distribution of natural gas to the public. How- 
ever, it is also engaged in making direct main-line sales and sales for 
resale, and the record shows that in 1951, about 46 percent of appli- 
cant’s total sales were in this category, 27 percent being sales for 
resale, and 19 percent direct main-line sales. Any order here requir- 
ing interconnection should, therefore, be conditioned to restrict the 
benefits conferred commensurately with applicant’s own local-distri- 
bution operations. Whether or not required by the terms of section 
7 (a), such a condition would harmonize with our understanding of 
the benefits principally intended to be conferred by that section. 

Conditions would also be required by the facts here to assure that, 
whatever the obligation imposed upon Northern, it constitute no 
“undue burden”. Since Northern’s primary obligation is to its own 
customers, conditions likewise would be necessary to assure that North- 
ern not make emergency deliveries to applicant “when to do so would 
impair its ability to render adequate service to its customers.” 

From the foregoing, it follows that, on the facts of this case, a 
conditional order should enter unless there is a barrier in the fact 
that the interconnection is located in the state in which is produced 
the natural gas transported in Northern’s pipeline, and the further 
fact that portions of such gas sold pursuant to the order entered 
here would be resold and consumed in the state of production. The 
Natural Gas Act removed any doubt that might have existed that 
the state in which natural gas is produced lacks the power to order 
Northern to divert such gas from its journey to consumers in other 
states and require that it be sold for the benefit of consumers living 
in such state. Not only is it obvious that such a power could be em- 
ployed to defeat the authority which Congress, by the act vested 
in this Commission, particularly that in section 7, but we think it 
equally plain that Congress intended that the authority which it 
delegated over transportation of natural gas in interstate commerce 
should be exercised for the benefit of consumers living in the pro- 


FEDERAL POWER COMMISSION 


ducing state quite as much as for those living in other states. This 
is clear from the act’s history and from decided cases, as well as from 
even a casual reading of the broadly stated authority under the terms 
of section 7 (a) which are involved here. 

In passing, we note that Northern, in arguing that section 7 (a) 
does not authorize an order requiring emergency interconnections, 
relies on our recommendation that there be added to section 7 of the 
Natural Gas Act, a new provision authorizing the Commission to 
require natural-gas companies to interconnect their facilities with 
others engaged in the sale and distribution of natural gas and to sell 
or exchange gas with such persons.2, While the facts of this case 
point to the need for such legislation in situations where section 7 (a) 
does not apply, our legislative recommendation does not in the least 
suggest the absence of power in section 7 (a) to direct the establish- 
ment of an emergency interconnection where, as in this case, all the 
prerequisites in section 7 (a) are met. 

We have considered the record, including the decision of the presid- 
ing examiner, the briefs and arguments of the parties, and the excep- 
tions filed by Northern. In accordance with our views set out above, 
we affirm the decision of the presiding examiner as modified herein, 
and deny Northern’s exceptions to the extent not granted in our 
order set forth below. 

The Commission finds that the findings, conclusions, and order of 


the presiding examiner, as contained in his decision issued September 
19, 1952, should be modified as follows: 


The Commission further finds: 

(1) Applicant, Public Service Corp. of Texas, a Delaware corpora- 
tion, having its principal place of business at Fort Worth, Tex., 
owns and operates, among other facilities, systems for the local distri- 
bution of natural gas in various communities in the States of Texas 
and Oklahoma, is engaged in the local distribution of natural gas 
to the public, and is a “person” within the meaning of section 2 (1) 
and section 7 (a) of the Natural Gas Act. 

(2) Northern Natural Gas Co. (Northern), a Delaware corpora- 
tion having its principal place of business at Omaha, Nebr., owns and 
operates a natural-gas transmission pipe-line system located in the 
States of Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and 
South Dakota, and by such operations is engaged in the transporta- 
tion and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission 


2 Annual Report of the Federal Power Commission (1951), Section XIV, paragraph 2. 
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in its order, among others, of April 6, 1943, in docket No. G-280, 
3 F. P. C. 967. 

(3) It is necessary and desirable in the public interest to direct 
Northern to establish physical connection of its transportation facili- 
ties with the facilities of applicant and to sell natural gas to applicant 
as hereinafter ordered. 

(4) The order referred to in finding (3) hereof will place no undue 
burden upon Northern, nor compel the enlargement of its transporta- 
tion facilities for such purposes, nor impair its ability to render ade- 
quate service to its customers. 

(5) It is not necessary or desirable in the public interest to require 
Cities Service Gas Co. to establish physical connection of its trans- 
portation facilities with the facilities of applicant and sell natural 
gas to applicant, and the application herein, so far as it seeks such 
service, should be denied. 

(6) Since the order referred to in finding (3) hereof will condi- 
tionally require Northern to make sales for resale, subject to the 
jurisdiction of the Commission, with respect to which Northern does 
not now have on file with the Commission an applicable rate schedule, 
Northern should be required to file a rate schedule applicable to such 
service, as hereinafter ordered. 

(7) On the particular facts of this case, and in view of the nature of 
the service contemplated by finding (3) hereof, it is appropriate to 
require applicant to repay the costs of construction of the intercon- 
nection as hereinafter ordered. 


The Commission orders: 

(A) Subject to the terms and conditions of this order, Northern 
Natural Gas Co. (Northern) be and it hereby is directed to establish 
physical connection of its transportation facilities with the facilities 
of applicant at or near a point on its 24-inch main transmission pipe- 
line in Ochiltree County, Tex., approximately 414 miles southeast 
of Perryton, Tex., where said 24-inch pipeline crosses an existing 
6-inch pipeline of applicant, together with such metering, regulating, 
and appurtenant. facilities as may be necessary to render the service 
hereinafter ordered. Provided, however, That applicant shall bear 
all costs incident to the construction of such interconnection: and 
Provided, further, That Northern shall commence such construction 
within 45 days after the date of issuance of this order and shall com- 
plete such construction within 135 days after the date of issuance 
of this order. 

(B) Solely for the purpose of meeting the emergency needs of ap- 
plicant’s local distribution operations, such as those arising from a 
breakdown of applicant’s transportation facilities or arising from a 
curtailment or interruption of applicant’s usual supply sources when 
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‘aused by a breakdown of the supplier’s facilities or arising from 
any other causes upon which applicant and Northern may agree, 
Northern be and it hereby is directed to deliver through the inter- 
connection referred to in paragraph (A) hereof, and sell natural gas 
to applicant for the aforesaid emergency purposes: Provided, how- 
ever, That Northern is not obligated thereby to deliver and sell 
volumes of natural gas in excess of those necessary to enable applicant 
to meet the emergency needs of its own local distribution operations: 
and Provided, further, That Northern shall so sell and deliver natural 
gas only in such volumes at such times, and for such periods as will 
not impair.its ability to render adequate service to its customers. 

(C) In accordance with the requirements of the Natural Gas Act 
and the Commission’s regulations thereunder, Northern shall, within 
90 days from the date of issuance of this order, file with the Com- 
mission a rate schedule applicable to, under an executed service agree- 
ment covering, the sales for resale, subject to the jurisdiction of the 
Commission, contemplated by paragraph (B) hereof. 

(D) Within ten days after the completion of construction of the 
interconnection referred to in paragraph (A) hereof, Northern shall 
report to the Commission, in writing and under oath, its compliance 
with the provisions of this order and the date of completion of such 
construction. 

(E) The application herein, so far as it seeks service from Cities 
Service Gas Co., be and the same hereby is denied. 


Adopted: December 22, 1952. Issued: December 24, 1952. 








































InN THE MATTER OF 
OHIO FUEL GAS COMPANY 


Proceeding to Determine Whether Certificates of Public 
Convenience and Necessity are Required 


Docket Nos. G-2011, G—2031 
(Adopted December 22, 1952; Issued December 24, 1952) * 
Syllabus 


1. Replacements of pipelines made by Ohio Fuel which increased daily delivery 
capacity of section of line constitute “facilities” requiring certificate of 
public convenience and necessity even though replacements did not result 
in substantial enlargement of capacity of entire system. TI. 464. 

2. Section 2.55 (b) of the Commission's rules and regulations does not permit 
capacity of delivery increase by replacement of facilities of “branch” or 
“terminal market” lines without certificate merely because such capacity 
increase does not appreciably change company’s aggregate over-all system 
eapacity. P. 464. 

3. Since replacement of facilities resulting in appreciable change in daily delivery 


capacity may affect ability of company to render adequate service, a new 
determination must be made as to what is required by public convenience 
and necessity. P. 464. 

4. Jurisdiction over “transportation of natural-gas in interstate commerce” 
includes authority to determine whether utilization of replacement or 
new facilities to make direct industrial sale may impair ability of natural- 
gas company to continue adequate service to its customers. P. 465. 

5. Commission decides facilities constructed by Ohio Fuel are within certificate 
requirements of Natural Gas Act, and are not exempted from section 7 
as “replacements” within the meaning of section 2.55 (b) of Commission’s 
rules and regulations. P. 465. 


3. Commission grants certificate of public convenience and necessity authorizing 
continued operation of facilities by Ohio Fuel. P. 465. 


Public consumption includes consumption which is limited to a small group, 
and it is not precluded from being “public consumption” merely because 
all members of community are not served. P. 466. 

8. Commission holds that sales by Ohio Fuel to National Fireproofing are sales 

of natural gas in interstate commerce for resale for ultimate public con- 

sumption and Ohio Fuel is required to file executed service agreement 

for such sale. P. 466. 


M. C. Baldridge, W. F. Laird, and D. B. Leach for Ohio Fuel Gas 
Co. 
Norman E. Duke for staff of the Federal Power Commission. 





*Designated Commission opinion No. 243. 
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By THE CoMMISSION : 
OPINION 


These are proceedings upon applications filed by The Ohio Fuel 
Gas Co. (applicant) for a determination that certain natural-gas 
facilities which have been constructed by applicant and additional 
service rendered by means of certain of said facilities are not subject 
to the jurisdiction of the Commission, or, in the alternative, that 
certificates of public convenience and necessity be issued pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and 
operation of such facilities, together with the service rendered by 
means of certain of said facilities. 

Because of common questions of law and fact with respect to appli- 
cant’s claim of exemption from jurisdiction which are involved herein, 
these proceedings were consolidated for purpose of hearing, and they 
are now before us for decision pursuant to waiver of the intermediate 
decision procedure. 

In each proceeding, the applicant contends that under the Natural 
Gas Act and the Commission’s existing regulations, it is not required 
to procure a certificate of public convenience and necessity for the 
construction and operation of certain replacement facilities which it 
installed in its system in 1950. It also contends that it is not required 
to file a service agreement covering its sales of natural gas to one of 
its industrial customers, which resells such 
occupying its company-owned houses. 

Docket No. G-2011 involves the partial replacement and extension 
of applicant's line E-2. This is a lateral line extending in a general 
northerly direction from applicant’s main transmission line E to a 
terminus at Haydenville, Ohio. Line E-2 was constructed in 1910, 
and is included in the facilities which we authorized in docket No. 
G-871 wherein we issued a “grandfather” certificate to applicant. 
When certificated, this line consisted of approximately 2.5 miles of 
41%.-inch and 0.5 miles of 34-inch line. As it existed in 1950, this 
line was inadequate to transport approximately 1,100 M. c. f. per day 
of additional natural gas to the National Fireproofing Corp. (Na- 
tional Fireproofing) for use in its plant at Haydenville. For that 
reason, applicant replaced approximately 2.2 miles of line E-2 with 
65¢- and 7-inch pipe. Concededly, this resulted in substantial enlarge- 
ment of the daily delivery capacity of this line. 

By means of such increased capacity, applicant was enabled to 
commence direct service to the plant of National Fireproofing which 
theretofore had been a customer of applicant but had utilized the gas 
it received from applicant only to supply the domestic requirements 


gas to certain tenants 
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of approximately 50 tenants occupying houses owned by the com- 
pany in Haydenville. This service to these tenants continues. 

The record shows that National Fireproofing owns all the houses 
in Haydenville, numbering approximately 140, and that tenancy 
in such houses is restricted to employees, former employees, and pro- 
spective employees of the company. The 50 tenants who are served 
with gas purchased from applicant by National Fireproofing are 
employees of the company. The gas is metered to such tenants, and 
monthly bills are rendered on the basis of meter readings. Payment 
is made through payroll deductions. 

Docket No. G—2031 involves the replacement of applicant’s line 
Z-8, consisting of approximately 13.3 miles of 65¢-inch pipe, with 
approximately 13.9 miles of 1034-inch pipe. Line Z-8 extends in a 
general northerly direction from applicant’s 10-inch line Z to Urbana, 
Ohio. An extension of line Z-8 consisting of 93,500 feet of 5-inch 
end 3,500 feet of 6-inch pipe extends to Bellefontaine, Ohio, and is 
known as line Z-165. Line Z-8 was constructed in 1897, and is 
included in the facilities which we authorized in docket No. G-—371, 
wherein we issued a “grandfather” certificate to applicant. Line 
Z-165 was constructed pursuant to authorization granted in docket 
No. G-657 by our order issued October 22, 1945. 

Because of pressure limitations on line Z-8 as it existed in 1950, 
applicant was unable to transport sufficient gas to meet an estimated 
peak day requirement of 1,407 M. ec. f. for delivery to Bellefontaine in 
the winter of 1950-51. Consequently, applicant installed the replace- 
ment described above. This construction concededly resulted in sub- 
stantial enlargement of the daily delivery capacity of both lines 
Z-8 and Z-165. With the increased capacity, applicant was enabled 
to commence a new service to Liquid Carbonic Corp. at Urbana, as 
well as to meet. the increased requirements of Bellefontaine. 

Applicant takes the position that the replacements here involved, 
although they resulted in appreciable increases in the daily delivery 
capacity of the particular sections of line in which they were installed, 
did not result in a substantial enlargement of the capacity of its 
entire system, and therefore they do not constitute “facilities” re- 
quiring a certificate of public convenience and necessity under the 
provision of section 7 (c) of the Natural Gas Act. 

This contention is based upon section 2.55 (b) [18 C. F. R. 2.55 (b) ] 
of our regulations, which provides: 

§2.55 Definition of term used in section 7 (c). For the purposes of section 
7 (c) of the Natural Gas Act, as amended, the word “facilities” as used therein 


shall be interpreted to exclude: 
7 7 ~ 
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(b) Replacement of facilities. Facilities which constitute the replacement 
of existing facilities which have or soon will become unserviceable: Provided, 
That such replacement will not result in a reduction or abandonment of service 
rendered by means of such facilities; and, Provided, furtner, That such replace- 
ment does not appreciably change the daily delivery capacity of the existing 
transmission pipe line system. 

We cannot agree that applicant’s interpretation of the foregoing 
language is in accord with the intent of this provision. 

Applicant seeks to extend the regulation to cover a much broader 
area than was intended to be embraced. For under applicant’s 
interpretation, the capacity of any natural-gas company’s “branch” 
or “terminal market” line—irrespective of its length or size—could 
be increased by “replacement” without a certificate so long as the 
sapacity increase did not appreciably change such company’s over-all 
system capacity. We wish to make it clear, if indeed it is not already 
so, that section 2.55 (b) of our regulations was not intended, nor 
has it been construed, to achieve this result. 

Our experience in the administration of the Natural Gas Act indi- 
vated that replacements of existing facilities may properly be con- 
sidered as exempt from our scrutiny where they do not appreciably 
increase the delivery capacity to markets presently served, and, 
therefore, do not substantially alter those factors of public con- 
venience and necessity upon which we already have passed. How- 
ever, the replacement of an existing line which results in an appreci- 
able change in the daily delivery capacity of such line might affect 
the ability of the natural gas company to render adequate service 
to customers served from the particular line, or impair the ability of 
the company to render adequate service to customers served from 
other parts of the pipeline system. In such circumstances a deter- 
mination must be made anew as to what is required by the public 
convenience and necessity. 

We do not limit the application of the language with respect to 
appreciable changes in daily delivery capacity contained in the pro- 
viso of section 2.55 (b) solely to the aggregate system capacity as 
applicant would have us do. We intended and now construe it to 
apply with equal effect to “branch” and “terminal market” lines, 
and therefore a certificate authorizing replacements which appre- 
ciably increase the daily delivery capacity of those lines is required. 

Applicant advances the further argument that since the replace- 
ment facilities which it has installed are intended to serve direct in- 
dustrial customers, the Commission is without jurisdiction to require a 
certificate authorizing the construction and operation of such facilities. 

Our consistent position has been that while we do not have juris- 
diction over a direct sale of gas as such, we are authorized under the 
Natural Gas Act to determine whether the facilities used by a “nat- 
















































OHIO FUEL GAS CO. 465 


ural-gas company” in either transporting natural gas in interstate 
commerce or the sale of such gas for resale are required by the public 
convenience and necessity. We are of the opinion that our jurisdic- 
tion over “transportation of natural gas in interstate commerce” 
includes authority to make a determination as to whether the utiliza- 
tion of facilities—replacement facilities or new facilities—to make 
a direct industrial sale may impair the ability of a “natural-gas com- 
pany” to continue the rendition of adequate service to its customers. 

It should be noted, also, that the record shows that the facilities 
involved in docket No. G-2031 were installed for the purpose of 
meeting increased requirements of Bellefontaine, Ohio, rather than 
to serve the industrial requirements of Liquid Carbonic Corp., and 
hence these facilities would require certification independently of 
any question with respect to the industrial sale involved. 

We are of the opinion that the facilities which applicant has con- 
structed, as set forth in its applications filed in docket Nos. G-2011 
and G-2031, are within the purview of section 7 (c) of the Natural 
Gas Act, and that their construction and operation by applicant are 
not exempted from the requirements of section 7 of the act by sec- 
tion 2.55 (b) of our regulations. 

We also are of the opinion that the record in these proceedings shows 
that these facilities are required by the public convenience and neces- 
sity and that a certificate authorizing their continued operation by 
applicant should be granted. Our order will so provide. 

There remains for disposition only the question of whether appli- 
cant is required, under the provisions of the Natural Gas Act and our 
regulations. to file an executed service agreement under its effective 
rate schedule for the sales which it makes to National Fireproofing. 

We are of the opinion that applicant is required to file such service 
agreement. 

We do not understand that applicant disputes the fact that these 
sales are for resale, nor, in the circumstances shown by the record 
here, can we see how such a contention could be sustained. 

But applicant claims that these are not sales for “ultimate public 
consumption” in the sense that the word “public” is used in section 
1 (b) of the Natural Gas Act.’ 

In the first place, applicant emphasizes National Fireproofing’s 
non-public utility status to negate the fact that the sales to its tenants 


1Section 1 (b) provides: 

“(b) The provisions of this act shall apply to the transportation of natural gas 
in interstate commerce, to the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial, or any other 
use, and to natural-gas companies engaged in such transportation or sale, but shall 
not apply to any other transportation or sale of natural gas or to the local distribution 
of natural gas or to the facilities used for such distribution or to the production or 
gathering of natural gas.” 
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are sales to public consumers. But we do not regard the public 
utility status of National Fireproofing as determinative of our juris- 
diction over the sales made to that company by applicant. Without 
expressing any opinion as to whether it is appropriate or desirable 
that the activities of National Fireproofing should be regulated as a 
public utility function, we believe that the regulation or non-regula- 
tion of that company in no way serves to alter the public nature of 
its resales of gas which it receives from applicant. 

In the second place, applicant seeks to attribute a non-public status 
to the consumers who purchase gas from National Fireproofing in 
Haydenville because they consist of a small group who are employee- 
tenants occupying a limited number of the houses in the company 
village. We do not regard these limitations as having the effect of 
removing these consumers from the “public” as that term is generally 
understood. We do not believe it is necessary to make overly fine dis- 
tinctions to conclude that the consumers in Haydenville are public 
consumers and that their use of gas constitutes “public consumption” 
under the circumstances here presented. “We agree that the phrase 
“public consumption? is not easily defined, but we do not regard that 
term as extending only to consumption by the people at large, or by 
all the people in any community. We believe public consumption 
includes consumption which is limited to a small group and that it 
is not precluded from being *public consumption* merely because 


so limited. We regard the public as merely an aggregation of private 
individuals in this case, and do not consider that consumption by all 
members of the community is essential to make this a “public 


. 
consumption.” © 


Upon this conclusion we hold that the sales which applicant makes 
to National Fireproofing are sales of natural gas in interstate com- 
merce for resale for ultimate public consumption and that applicant 
is required to file an executed service agreement for such sale. Our 
order which follows is conditioned accordingly. 


Wherefore, in view of the foregoing, the Commission orders that: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing The Ohio Fuel Gas Co. to continue 
the operation of the facilities hereinbefore described, all as more fully 
described in the application in docket No. G-2011, for the trans- 
portation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing The Ohio Fuel Gas Co. to continue 
the operation of the facilities hereinbefore described, all as more fully 
described in the application in docket No, G-2031, for the transporta- 
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tion and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(C) The following condition be and the same hereby is attached 
to the issuance of each of the certificates issued to The Ohio Fuel Gas 
Co. in paragraph (A) and paragraph (B), respectively, of this order : 


Said certificates shall be void and without force or effect unless 
each be accepted in writing by The Ohio Fuel Gas Co. within 30 
days from the date of the issuance of this order: Provided, how- 
ever, That such acceptance may be filed within 30 days from the 
date of issuance of any order upon an application for rehearing, 
if any, or within 30 days from the date on which any such appli- 
cation may be deemed to have been denied when the Commission 
has not acted thereon: and Provided, further, That such accept- 
ance may be filed within 30 days after final disposition of the 
judicial review of proceedings initiated by any petition for review 
of this order. 


(D) The following conditions be and the same hereby are attached 
to the exercise of rights granted under each of the certificates issued in 
paragraph (A) and paragraph (B) of this order: 


(1) 


The Ohio Fuel Gas Co. shall file with the Commission within 
30 days after the issuance of this order, executed copies of the 
service agreement for the sales of natural gas to National Fire- 
proofing Corp., as hereinbefore described, under the applicable 
effective rate schedule provided in The Ohio Fuel Gas Co.’s 
F. P. C. gas tariff. 

The certificates hereby issued are not transferable in any man- 
ner and shall be effective only so long as The Ohio Fuel Gas Co. 
continues the operations authorized by this order to be under- 
taken by such applicant and in accordance with the provisions 
of the Natural Gas Act, as well as applicable rules, regulations, 
or orders of the Commission. 


Adopt d: December 22. 1952. Issued: December 2 4, 1952. 





































INTERMEDIATE DECISIONS 
WHICH HAVE BECOME FINAL 





INTRODUCTION 


The Administrative Procedure Act of 1946 (60 Stat. 237,5 U.S.C. 
1001 et seg.) in section 8 provides for intermediate decision procedure 
applicable to proceedings before the Commission instituted on or after 
September 11, 1946, in which a hearing is required to be conducted in 
conformity with section 7 of the act. The Commission has issued 
rules and regulations governing this intermediate decision procedure 
(18 C. F. R. 1.30-1.31). By this procedure, exceptions to the inter- 
mediate decision (initial by presiding officer, reeommended by presid- 
ing officer or designated responsible officer, or tentative by the Com- 
mission) may be filed and an appeal taken to the Commission within 
20 days after service of the intermediate decision, or such other time 
as may be fixed by the Commission. Upon failure to file exceptions 
within the time allowed, in the absence of review initiated by the Com- 
mission on its own motion, the intermediate decision becomes effective 
as the final decision of the Commission. In case exceptions are filed, 
the Commission may allow the intermediate decision to become effec- 
tive as the final decision of the Commission without change or as 


modified, or the Commission may issue a new decision or order super- 
seding the intermediate decision. This part contains intermediate 
decisions which have become final during the period from January 1, 
1952 to December 31, 1952. 
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In THE MATTERS OF 


TEXAS GAS TRANSMISSION CORPORATION, INDIANA 
GAS & WATER COMPANY, INC., AND PANHANDLE EAST- 
ERN PIPE LINE COMPANY 


Petitions for Order Under Commission’s General Statutory Authority 
Docket Nos. G-1552 and G-—1551 
Filed August 30, 1951; Issued August 31, 1951 * 


Syllabus 


1. Examiner denies petitions of Texas Gas and Indiana Gas for order requiring 
Panhandle to deliver to Texas Gas for resale to Indiana Gas such 
volumes as Texas Gas shall request up to Panhandle’s total contractual 
obligation. P. 483. 

2. Controversial questions relating to service by natural-gas companies are within 
Commission’s power to hear, adjust and decide. P. 472. 

3. Inadequacy of Texas Gas’ facilities is proximate cause of its difficulty in 
meeting demands of its “full requirements contract customers” such as 
Indiana Gas. P. 481. 

4. Panhandle has at all times performed its contract with Texas Gas and has 
discharged its obligation under the contract and its duty under the “Grand- 
father” certificate as it relates to such contract and sale. P. 482. 

5. Upon review, Commission finds no need for new rate arrangement between 
Texas Gas and Panhandle to compensate Panhandle for additional costs 
in compressing gas. P. 484. 

R.M. Sandige for Texas Gas Transmission Corp. 
John H. Groves and Barnes, Hickam, Pantzer & Boyd for Indiana 

Gas and Water Co., Inc. 

John W. Scott, G. R. Redding, Scott & Littman, and Baker & Dan- 
iels for Panhandle Eastern Pipeline Co. 
Louis L. Da Pra and William S. Tarver for staff of the Federal 

Power Commission. 

Farrinoton, Presiding Examiner : On December 8, 1950 Texas Gas Transmission 

Corporation (Texas Gas) and Indiana Gas and Water Company, Inc. (Indiana) 

each filed separate but substantially similar petitions requesting the Commission 


to order Panhandle Eastern Pipe Line Company (Panhandle) to deliver forth- 
with to Texas Gas all, or such part as Texas Gas may from time to time des- 


*Order issued by Commission on August 18, 1952 modifying this decision and affirming 
it as modified, infra, page 484. 
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ignate, of 18,000 M. c. f. of natural gas daily at a pipe-line connection between 
*anhandle’s main line and Texas Gas’ Danville, Indiana, lateral. The Danville 
lateral is one of two delivery points presently utilized for all gas purchased by 
Texas Gas from Panhandle for resale to Indiana. 

Hach petitioner asserts that the relief it seeks is within the general statutory 
authority of the Commission including, but not limited to, the authority found 
in Sections 5 (a), 7 (b) and 14 (a) of the Natural Gas Act and claims that 
See. 1.7 (c) of the Commission’s Rules of Practice and Procedure provides the 
means for implementing this authority in these proceedings. 

Texas Gas is the corporate successor to Kentucky Natural Gas Corporation 
(Kentucky Natural) and as such has succeeded to the rights and obligations of 
a contract made in 1938 (and amended from time to time) between Kentucky 
Natural and Panhandle which presently provides for the purchase and sale of 
18,000 M. ec. f. of natural gas daily for a term of 15 years. Such volume is only 
a portion of the gas supply needed by Texas Gas to supply Indiana’s progressively 
increasing gas requirements. The contract and all supplements thereto are on 
file with the Commission, designated as Panhandle Rate Schedule F. P. C. No. 21. 

Both Texas Gas and Panhandle are admittedly natural-gas companies within 
the meaning of the Act and subject to the jurisdiction of the Commission. 

Indiana is engaged, inter alia, in the transportation, distribution and sale of 
natural gas within the State of Indiana, and owns and operates transmission 
pipe lines and appurtenant facilities for the transportation, distribution and sale 
of such gas.’ 

These proceedings involve only that part of Indiana's pipeline facilities that 
is commonly known as Indiana’s Horseshoe System, the largest of several systems. 
Natural gas was first introduced into the Horseshoe System in the year 1940 
pursuant to a contractual arrangement between Indiana and Kentucy Natural. 
In November 1949 Texas Gas and Indiana entered into a “full requirements” 
contract for a term of 20 years and Indiana is now dependent on Texas Gas for 
the supply of all the gas requirements of the Horseshoe System, of which the 
18,000 M. c. f. from Panhandle is but a part. 


JURISDICTION 


Panhandle challenges the Commission’s jurisdiction to grant the relief sought 
by Texas Gas. The subject matter of the Texas Gas petition and Panhandle’s 
answer thereto clearly shows the existence of a controversy between the two 
interstate pipe-line transporters of natural gas respecting service rendered by one 
of them. If the conflict is not resolved by the coming winter of 1951-52, it may 
eventually and seriously affect the ultimate consumer customers of Indiana. 
Jurisdiction is the power to hear and to determine. All controversial questions 
relating to service by natural-gas companies are indubitably within the Commis- 
sion’s power to hear, adjust and decide. 


THE ISSUES 


There is no privity of contract or interest between Indiana and Panhandle. 
The controversy is basically a factual one and is only between Texas Gas and 
Panhandle. The issues for determination are: 

(1) Whether Panhandle is rendering the service contemplated by (a) its 
“grandfather” certificate, (b) the contract between itself and Texas Gas, and (c) 


? By Commission order issued June 29, 1951, Docket G-1222 (10 F. P. C. 581), Indiana 
was held to be a natural-gas company and subject to the Commission’s jurisdiction. 
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the pattern of service established over the years by the parties and interpretative 
of their contractual arrangements. 

(2) Even though the services rendered by Panhandle does conform to its 
“grandfather” certificate and the contract as the parties have interpreted it, is 
Texas Gas entitled to an order from this Commission requiring Panhandle to 
deliver to Texas Gas at its Danville lateral such volumes of natural gas per day 
for resale to Indiana, as Texas Gas shall periodically request and up to Pan- 
handle’s total contractual obligation to deliver 18,000 M. c. f. daily? 

(3) Is Texas Gas’ claim of inadequate service directly traceable to its own 
inadequate pipe-line facilities, or to inadequate sources of gas supply, or both, for 
serving its full requirements customer, Indiana Gas and Water Company? 


REVIEW OF THE EVIDENCE * 


Facilities to Serve Indiana——tThe entire gas supply for the Horseshoe System’s 
requirements is presently obtained through Texas Gas’ so-called Northern Divi- 
sion of its pipe-line system. That Division consists of : 

(a) A12-inch pipe line * extending from a point south of Evansville and running 
north to an interconnection with Panhandle’s main line at Montezuma, and cross- 
ing Texas Eastern’s “Inch Lines” in the vicinity of Princeton, Indiana, where there 
is an emergency connection between the North-South line and the “Inch Lines”, 
called the Princeton connection. 

(b) In the vicinity of Terra Haute, a 6-inch pipe line ‘ extends from that city to 
Martinsville, Indiana, a distance of 56 miles, and is interconnected with the 
North-South line on the west end and on the east end with Indiana’s 10-inch 
“belt line” at the northwest corner of the Horseshoe System. That 6-inch line 
is old, having been laid many years ago by Universal Gas Company, and was 
acquired by Kentucky Natural from Universal prior to the merger of Kentucky 
Natural and Memphis Natural Gas Company into Texas Gas Transmission Corpo- 
ration. The Horseshoe System includes Greencastle, Indiana, which lies about 
12 miles north of the Universal lateral and is served by Texas Gas from the 
Universal lateral through a 2-inch pipe line extending to the Greencastle town- 
border station. 

(c) From an interconnection with Panhandle’s main line near Danville, 
Indiana, an 8-inch pipe line runs due south to a connection with Indiana’s 10-inch 
“belt line”, previously mentioned, herein frequently mentioned as the Danville 
lateral. This lateral was authorized in Docket G-692 in May 1946 and it was 
put into actual operation on December 16, 1946. The capacity of the Danville 
lateral at present operating pressures is 18,000 M. c. f., without compression. 

(d) An 8-inch pipe line about 7144 miles long is interconnected with Texas 
Eastern’s “Inch Lines” just south of Mitchell, Indiana, and extends northward 
to an interconnection with the town border station at Mitchell, the southern end 
of the west leg of the Horseshoe System. This line was constructed and is owned 
and operated by Texas Gas under authorization given in Docket G—1086 for the 
sole purpose of receiving “exchange” gas between Texas Eastern and Texas Gas.* 
It is operated under a pressure of 300 to 400 pounds and could carry 20,000 M. c. f. 
to 25,000 M. c. f. Such lateral is an isolated segment of pipe wholly unrelated to 
or connected with the Texas Gas system. 


? Although the instant hearing was concluded in two days, substantially all of the evi- 
dence on the hearing in Docket G-692 (authorizing Texas Gas to construct the Danville 
lateral) was received by reference. 

* Hereafter called the North-South line. 

* Hereafter called the Universal lateral. 
* Authorized in Docket G~1316. 
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(e) A 4-inch lateral less than one-half mile long connects the southern end of 
the east leg of the Horseshoe System with the main line of Texas Eastern’s “Inch 
Lines” near Seymour, Indiana. It was constructed and is owned by Texas 
Eastern under authorization given in Dockets G—1003 and G—1082 (consolidated) 
and is used for delivery by Texas Eastern for the account of Texas Gas of some 
of the “exchange” gas heretofore mentioned. This lateral is operated under a 
pressure greater than 300 pounds and has a capacity of at least 5,000 M. ¢. f. 

The foregoing descriptions cover all facilities through which Texas Gas en- 
deavors to perform its “full requirements” contract with Indiana for the Horse- 
shoe System. 

Other deliveries from Texas Gas’ Northern Division lines —Texas Gas delivers 
to the distributor in Terre Haute from the North-South pipe line at suction 
pressures from 300 pounds down to 200 pounds and 170 pounds, and, due to engine 
limitations and fittings on the North-South line, in order to provide service to 
Indiana through the Universal lateral from Terre Haute to Martinsville, a dis- 
tance of 56 miles, it must maintain a suction pressure of approximately 175 
pounds at the existing Terre Haute compressor station to get 350 pounds dis- 
charge pressure and deliver 5,000 M. ¢. f. to Indiana’s “belt line” at Martinsville.® 
The design and age of the Universal lateral limits the pressures that can be 
maintained and it cannot be corrected economically. The line was originally 
designed for 100 pounds but has been stepped up to 350 pounds and that is the 
limit. 

Evansville’s distributor, served off the North-South line with gas coming from 
the north (Montezuma) and the maximum day for Evansville this past winter 
(1950-51) was 25,000 M. c. f. Some 40 towns in western Kentucky are served 
off the same line south of Evansville and the last peak day was about 45,000 
M. c. f. to 50,000 M. c. f. The only other town between Evansville and the Prince- 
ton connection with Texas Eastern, served by the North-South line, is Booneville, 
which had a peak day of 1,000 M. c. f. last winter. 

Service off the North-South line, between the Princeton connection with Texas 
Dastern and Montezuma, is made to the Hoosier Gas Corporation, which distrib- 
utes locally in such towns as Vincennes, Washington, Petersburg and Oakland 
City, and the peak demand was about 7,000 M. c. f. 

A lateral off the North-South line above the Princeton interconnection serves 
Robinson and Lawrenceville (Illinois) distributors where the peak load of each 
that was served last winter was 25,000 M. c. f. Texas Gas could not meet the 
peak last winter because of insufficient capacity. Another lateral off the North- 
South line serves Linton (Indiana) distributors (Linton is mid-way between 
Sullivan and Bloomfield) and the peak day load was about 15,000 M. c. f. All 
these local distributing customers have full requirements contracts with Texas 
Gas. 

The next customer on the North-South line north of Sullivan (Texas Gas does 
not serve Sullivan) is the Terre Haute Gas Corporation, which distributes a 
mixed gas in Terre Haute and Clinton, and the maximum delivery last winter 
was 6,000 M. c. f. Other customers north of Terre Haute on the North-South 
line are served from a lateral near Brazil (Indiana), where three ceramic plants 
normally take 4,000 M. c. f. a day on an interruptible basis. 

The capacity of the North-South line at and north of Evansville is 25,000 or 
30,000 M. ec. f. per day. Mr. Ingham, chief operating officer for Texas Gas, 
testified in March 1949 in another proceeding before the Commission‘ that the 


*Inclusive of Greencastle. 
7Docket G—1083. 
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system pressure then was about 300 pounds and that is now the pressure on the 
North-South line at and north of the Princeton interconnection to Montezuma. 
Although that pressure is seldom reached, the company would not hesitate to 
put that amount on. They must have 200 pounds at Terre Haute to supply the 
Horseshoe System through the Universal lateral. Assuming no gas is taken off 
the North-South line between Princeton and Montezuma, only 15,000 M. ec. f. 
per day could be delivered with original pressures at Princeton of 300 pounds 
and delivery pressures of 200 pounds. At that time (March 1949) Texas Gas 
had total deliveries north of Princeton of 17,200 M. c. f., inclusive of 5,000 M. c. f. 
for the Universal lateral, which is the maximum capacity of that lateral for 
serving the Horseshoe System, including Greencastle 

Service to or for Indiana.—Last winter (1950-51) was an extremely rigorous 
one and Texas Gas was unable to supply the substantially increased peak re- 
quirements of its customers on the Northern division of its system. During that 
period of shortage, Indiana applied to Panhandle’s President direct for emergency 
gas and got it, while Texas Gas contemporaneously applied to this Commission 
(Docket G-1578) for authorization to enlarge its 26-inch line and to connect 
and sell to many new customers off that line. 

Under the Panhandle Rate Schedule FPC No. 21, the cost of Panhandle gas 
to Texas Gas is on an excess-base rate, 18% cents base and an excess of 26 
cents. It averages about 20 cents and Texas Gas sells to Indiana at 23 cents on 
a 100 percent load factor. 

Prior to the current contract volume of 18,000 M. c. f. per day between Texas 
Gas and Panhandle, the contract volume had been 15,000 M. ec. f. per day. In 
1945 Texas Gas and Panhandle increased the daily volume to 18,000 M. ec. f. 
per day and at that time Texas Gas sought the increase of 3,000 M. c. f. for 
Mattoon and Paris, Illinois, and agreed to take such volume at Panhandle’s 
Tuscola (Illinois) station, although no deliveries were ever actually made there. 
That increase had no relation to the subsequent request of Texas Gas for the 
new delivery point at Danville for a portion of the 18,000 M. c. f., Danville being 
about 45 miles east of Montezuma. 

In the early winter of 1945-46, Mr. Ingham states that it became apparent that 
the demands of the Horseshoe System were about 5,000 M. c. f. per day on peak 
days and that was the capacity of the Universal lateral between Terre Haute 
and Martinsville. Texas Gas then decided that to care for the Horseshoe Sys- 
tem’s demands, it was necessary either to loop the Universal lateral or construct 
a new pipe line direct to Panhandle’s line near Danville (Indiana). The new 
line would be about 30 miles, approximately one-half the distance than if the 
Universal line were looped. 

Accordingly, Texas Gas’ predecessor, Kentucky Natural, on January 2, 1946, 
filed an application* with the Commission for authorization to construct and 
operate a new 6-inch transmission line connected to Panhandle’s main line near 
Danville, and running south to a connection with the “belt line” of the Horseshoe 
System on the outskirts of Martinsville. On March 4th, a week before the 
hearing, the application was amended to seek authorization to construct an 
8-inch line instead of the proposed 6-inch line. In support of the amended appli- 
cation it was alleged, and on the hearing (March 11, 1946) evidence was offered 
tending to prove that the requirements of the Horseshoe System would expand 
so rapidly within the next 5 years that it was estimated that such requirements 
would amount to approximately 13,000 M. ec. f. per day on a peak day. Both 
Panhandle and Indiana Gas and Water Company were allowed to intervene 
in such proceedings and Panhandle’s position was that it would not oppose the 


* Docket G-692. 
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granting of authority for the construction of the proposed lateral provided 
such facility was constructed at the cost of the applicant (Kentucky Natural) 
“and that no change is contemplated in the terms of the presently existing con- 
tract (Rate Schedule F. P. C. Number 21) and existing supplements thereto.” 

Panhandle’s position in that proceeding was further stated to be that the 
facility at the new point of connection (Danville) would inure to the benefit and 
convenience of the applicant (Kentucky Natural), and that the transportation 
by Panhandle of 3,920 M. c. f. per day for an additional 50 miles to the new 
point of connection (from Montezuma to Danville) would entail the use of 
approximately 130 horsepower of Panhandle’s then existing compressing facilities 
which would in turn decrease the then present availability of such horsepower 
for transportation of a like volume of gas on Panhandle’s system to delivery 
points located east of Danville. 

On January 3, 1946, the day after the proceeding in G-692 was begun, Pan- 
handle’s president inquired by telegram to Mr. Ingham, then and now chief 
operating officer of Kentucky Natural and its successor Texas Gas, requesting a 
statement of the estimated average and peak deliveries for the then present 
delivery point (Montezuma) from the Panhandle system and for the new delivery 
point which Kentucky was then proposing for service to Martinsville, should 
the facilities be installed, adding ‘‘we have capacity problems and peak delivery 
problems which we must consider.” Mr. Ingham for Kentucky Natural replied 
by telegram as follows: 

“Hstimate peak day delivery Montezuma 15 million per day and new 
delivery point for Martinsville line 3 million per day. Average delivery 
Montezuma 12 million per day new delivery point 2 million per day. All 
firm gas.” 

Practically all of the testimony offered by Kentucky Natural in Docket No. 
G-692 was received in evidence in the instant proceeding by reference under 
the rules. The following is in substance a statement of Mr. Ingham’s testi- 
mony in that case at that time, March 1946. 

When the North-South line was constructed in 1936 from Montezuma south 
to Terre Haute, the maximum safe pressure was tested at 400 pounds but the 
line has never been used with more than 300 pounds to 350 pounds. 

The peak volume put through the 6-inch line (Universal lateral) from Terre 
Haute to Martinsville in 1945 was 3,949 M. c. f. and the maximum volume the 
line would take is 4,500 M. ¢c. f. in 24 hours, with 300 pounds to 350 pounds 
pressure at Terre Haute and 200 pounds to 225 pounds at Martinsville. Else- 
where in that transcript Mr. Ingham had said the maximum volume that could 
be put through the Terre Haute-Martinsville 6-inch line (Universal lateral) 
was 7,500 M. c. f. per day using all 3 engines at Terre Haute compressor station, 
and that they could put through at the rate of 7,000 M. ¢. f. part of a day, 
that is, early in the morning with line pack. 

Mr. Ingham’s testimony then was that the permitted take from Panhandle 
was 18,000 M. c. f. and in the Summer he would establish a base load, because 
he did not intend to buy more 26-cent gas from Panhandle than was necessary, 
but would maintain as high a load factor as possible from both Panhandle 
and Tennessee Gas Transmission Corporation. If a base load of 14,000 M. c. f. 
from Panhandle were established in the summer, they would adhere to that 
as nearly as possible all winter, although there would be a few peak days, not 
many, when 18,000 M. c. f. would be taken. 

At that time he testified and sponsored exhibits in support of his statement 
that he realized then that the company “would need additional supplies (of gas) 
in 1948 and on. We don’t know where we are going to get that. We have stated 
it as being from Panhandle, but if Panhandle does not have it, we will try 


to ge 
13 m 
else. 
wher 
Mo 
gas ] 
creas 
1946. 
Th 
comp 
volul 
show 
time 
we W 
requi 
on a 
today 
Wl 
suppl 
ville 
Hors 
“excl 
It 
is no 
to se 
estim 
dian: 
As 
coust 
when 
M. c. 


the n 


Texa 
six n 
at th 
Panh 
folloy 













































TEXAS GAS TRANSMISSION CORP., ET AL. 177 


to get it from Tennessee. Some place or other we have to get this additional 
13 million. It might come from Panhandle and it might come from some place 
else. That might be Tennessee, it might be any place. We don’t know just 
where it is coming from.” 

Moreover, at that time his exhibits showed a progressively less volume of 
gas purchased from Panhandle through the years 1946 to 1948, and then an in- 
creasing volume in 1949 and 1950, but still some 600 M. ¢. f. less in 1950 than in 
1946. 

The reason for such uncertainty in Mr. Ingham’s testimony respecting the 


} } } i net Knew where the 


company’s known sources of supply is tl tile he di 
volume needed to meet the estimated demands was coming from, he “had to 
show we Were going to use a certain amount of gas in a year, and at the present 
time we are not committed either to Tennessee or Panhandle for the amount 
we will need in 1950 on a peak day. We could have stated in our exhibits on 
requirements and supply ‘additional volume to be secured from other sources 
on a peak day’. But what sources we did not know then and we don’t know 
today.” 

While Texas Gas is seeking to increase the capacity of its 26-inch line to 
supply both new and present customers, including an increased supply to Louis- 
ville Gas & Electric, no effort is made to increase the supply for Indiana’s 
Horseshoe System because “that system is not on the 26-inch line.” But the 
“exchange” gas to Texas Eastern is made from the 26-inch line in Ohio. 

It thus appears that Texas Gas has drifted along since March 1946 and there 
is no evidence in the instant proceeding that it has made the slightest effort 
to secure a firm commitment of an additional supply to meet the long-known 


estimated demands through 1952 of its all-requirements contract customer In 


diana Gas and Water Company 

As previously stated, the hearing in Docket No. G—G692 (the application for the 
coustruction of the Danville-Martinsville lateral), was held in March 1946, and 
When Mr. Ingham was asked how he proposed to divide the daily take of 18,000 
M. c. f. from Panhandle between the Montezuma connection with Panhandle and 
the new one proposed for Danville, he said: 

“Well, in the winter time there will be a flow control at both delivery 
points. There is now one at Montezuma. The flow control at the Dan- 
ville connection will be set to take care of the minimum day on the Horse- 
shoe loop, or something lower than that. That amount subtracted from 
eighteen million will be the amount that is set at Montezuma, so that be- 
tween the two points the low control settings will control eighteen million, 
and we will not get more than that. In the summer time we will have to 
considerably reduce the take at Danville and at all times the excess needs 
of the Indiana Gas and Water will be taken care of by the present 6 inch 
line.” (Universal late 

Inecption of compaints on “over takes” at Danville—Panhandle bas informed 
Texas Gas through the dispatchers for the two companies several times in the 
six months preceding the hearing herein to limit the daily take to 18,000 M.c.f. 
at the two delivery points and Texas Gas has not done so, with the result that 
Panhandle sent a telegram to Texas Gas on February 13, 1951 reading as 
follows: 

“During the period of January 1 through February 9, 1951, your daily 
takes of gas at Danville connection have exceeded 8,500 M. ec. f. on 10 days 
and your total daily takes have substantially exceeded your contract volume 
of 18,000 M. c. f. on 19 days. Unless these practices are discontinued 
immediately we will be forced to take over the operations of your control 
equipment.” 
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Texas Gas has at all times operated, and now operates, the control equip- 
ment at both Montezuma and Danville and, according to Mr. Ingham, has ex- 
ceeded a total take of 18,000 M. c. f. per day and “have been over at Danville” 
a number of times since February 13, 1951. 

When the estimates of Indiana’s requirements (Exhibit 9) on a peak day 
for next winter (zero temperature January—February 1952-53) were called to 
his attention, Mr. Ingham said he did not know how Texas Gas would be able 
to supply it, and his answer was the same for later years, although he expects his 
company to meet them. 

No written communications from Panhandle have been received by Texas 
Gas respecting deliveries at Danville since the exchange of telegrams on Jan- 
uary 3, 1946 (the first deliveries of gas at Danville occurred December 16, 1946) 
and no complaint or protest has ever been made by Panhandle prior to November 
1950 because the takes of gas at Danville were greater than the volume (3000 
M. c. f.) set by Texas Gas in its telegram of January 3, 1946. Mr. Ingham 
testified that Panhandle has at all times delivered at both Montezuma and 
Danville all the gas Texas Gas wanted and took, save possibly when this Com- 
mission made an allocation, and has otherwise lived up to its contract. 

An examination of the data furnished by Texas Gas in Exhibit 1 shows that 
the first time Texas Gas took 8500 M. ¢. f. at Danville was December 14, 1949, 
and on only one other day in the 1949-50 winter season was the take at Dan- 
ville in excess of 8500 M. c¢. f. to wit: December 23, 1949 when it was 9197 
M.c.f. During the winter of 1950-51, however, a take in excess of 8500 M. ¢. f. 
at Danville occurred on November 10, 21, 24 and 25, 1950. After December 7, 
1950 (the day before Texas Gas filed its petition herein) a take in excess of 
8500 M. c. f. occurred on 15 days in December; 4 days in January 1951, and on 
17 days between February 1 and February 24, 1951. 

The first time Panhandle objected to Texas Gas taking more than 8500 M. c. f. 
at Danville was early in November 1950 when the Panhandle dispatcher at Kansas 
City telephoned the Texas Gas dispatcher at Owensboro and Mr. Ingham then dis- 
cussed the subject first with the assistant to Panhandle’s president and then in- 
terviewed Panhandle’s president about December 4, 1950. Four days later the 
instant proceedings were begun by the filing of the petitions. 

Texas Gas’ contractual relations with Indiana Gas and Water Company were 
renewed in 1949 and obligated the company to supply all of Indiana's gas require- 
ments until 1969. 

During the four summer months Texas Gas has been taking as a base load an 
average of 15,000 M. c. f. per day from Panhandle at both Montezuma and Dan- 
ville, for which the rate is 181% cents per M. c. f. and all in excess of that volume 
costs 26 cents per M. c. f. About one-third of that summer volume is put into 
Texas Gas’ Oaktown storage which is adjacent to the lateral off the North-South 
line that serves Robinson and Lawrenceville, Illinois. None of that storage gas 
is available for the Horseshoe System due to the limitation of the old Universal 
lateral to transporting only 5,000 M. c. f. per day inclusive of Greencastle’s needs. 
The company bought a small gas field for the purpose of using it as a storage 
field, but has not yet determined whether it is usable for storage. That field 
is known as Unionville and is connected to the west leg of the Horseshoe System 
just south of Martinsville. 


Texas Gas has not done anything towards getting a new or additional supply 
of gas to meet Indiana’s latest estimate of 28,428 M. ec. f. for its peak day in 
1951-52, because, according to Mr. Ingham, “this (meaning Exhibit 9) did not 
come to our knowledge until about ten days ago.” 
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The simple fact is that Indiana has put into evidence in all proceedings before 
this Commission since January 1946 (Texas Gas being a principal applicant) 
its estimated peak day demand for 5 years in advance, as is shown by the follow 
ing statistical data in evidence in this proceeding : 


In Docket G—692 (March, 1946) for the winter of 1950-51 the estimate was 
13,085 M. c. f. In Dockets G—1005, G—1082, G-859 and G—1086 (July—Aug.. 
148) for the winters of 1950-51, 1951-52, and 1952-53, it was, respectively, 
18,867 M. ¢. f., 25,807 M. e. f. and 33,480 M. c¢. f. 

In Docket G-859 in addition to the peak day requirement for the Horse- 
shoe System, the peak for the New Albany and Jeffersonville System (sup- 
plied from Texas Gas’ 26-inch line), was shown as 6,888 M. ¢. f. for 1950-51, 
10,434 M. ¢. f. for 1951-52 and 13,753 M. ec. f. for 1952-53. 

In the instant proceeding the estimated peak requirement for the Horse- 
shoe System is stated (after deducting for industrial interruptible) as 
28,428 M. c. f. for 1951-52, 32,960 M. ¢c. f. for 1952-53, 37,906 M. c. f. for 
1953-54, 42,828 M, ¢. f. for 1954-55, and 48,320 M. ¢. f. for 1955-56. 


According to Mr. Ingham, up to the winter of 1949-50, 6,000 M. c. f. through 
the Danville lateral would have been sufficient. According to Exhibit 1, which 
gives the daily takes of gas at Danville from the time the lateral was first used 
down through February 24, 1951, the average daily take at Danville during the 
five winter months of 1947-48, 1948-49, 1949-50 and 1950-1, was, respectively, 
4901 M. ¢. f., 4239 M. ¢. f., 7041 M. ¢. f., and 8096 M. c¢. f. 

Although Texas Gas has done nothing towards finding a definite supply to 
meet the Horseshoe System's estimated peak demands for the next four winters 
(through 1955-56) ranging from 28,428 M. ¢. f. to 48,320 M. ¢. f., the company 
has filed with this Commission an application (Docket Nos. G—1570, G-1578 and 
G-—1657) to loop its main 26-inch line so as to increase delivery capacity by up- 
wards of 100,000 M. c. f. per day, no part of which can reach Indiana’s Horse- 
shoe System, and all of which gas Texas Gas has already committed (August 
1950) for delivery to Ohio Fuel, Louisville Gas & Electric, and other “full re- 
quirements” customers on its 26-inch line. 

The interchange of 10,000 M. c. f. between Texas Gas and Texas Eastern is 
made at Middletown, Ohio, through the former's 26-inch line. At the time Texas 
Gas bound itself to deliver 95,000 M. ¢. f. to Ohio Fuel through the now pend- 
ing proposed expansion of the 26-inch line, the management knew, and as early 
as 1948 had known, that the estimated peak requirements for the Horseshoe 
System in 1951-52 was 33,480 M. c. f. As of the date of the instant hearing, 
Indiana has reduced that estimated peak (after eliminating 9500 M. c. f. for in- 
dustrial interruptibles) to 32,960 M. ¢. f. 

In the proceeding instituted by the City of Indianapolis against Panhandle, 
Docket No. G—1083, Texas Gas, an intervenor, through Chief Operating Officer 
Ingham, even proposed serving the City of Indianapolis through another inter- 
change of gas with Texas Eastern, with an initial daily volume of 10,000 M. c. f. 
up to 25,000 M. ec. f. (March to August 1949). 

In the instant proceeding, however, Mr. Ingham testified that a like exchange 
arrangement cannot be made to care for the Horseshoe System’s estimated re- 
quirements because there is not sufficient capacity in the 26-inch line at the north 
end, unless additional compressor or pipe-line facilities are installed; if, how- 
ever, Texas Eastern were willing, it could be done. But no inquiry has been 
made of Texas Eastern. The current interchange of gas between the two com- 
panies for 10,000 M. c. f. per day was temporarily authorized jn Docket No. 
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G-—1086 for the benefit of the Horseshoe System at Seymour and Mitchell, Indiana, 
and permanent authorization was given in Docket G—1316. 

Texas Gas’ Alford storage field, just west of its North-South line in Pike 
County, Indiana (general vicinity of the interconnection with Texas Eastern 
near Princeton) was authorized March 27, 1951 by the Commission in Docket 
No, G-1598, and in Texas Gas’ application for such authorization it was stated 
that there would be available from that field approximately 30,000 M. ¢. f. per 
day by the winter of 1952 


53. Such storage gas is not available to the Horseshoe 
System for lack of Texas Gas facilities. 

Texas Gas has no available gas supply for the Horseshoe System other than 
the current supply from Panhandle, the exchange gas from Texas Eastern and 
a little from the North-South line, unless it loops the Universal lateral or de- 
velops the Unionville storage field. 

Mr. Ingham, although a Vice President and Chief Operating Officer of the 
company, apparently has limited authority respecting the purchase of gas and 
chiy on rare occasions has done so, and therefore could not say what talks, 
if any, had been had with Texas Eastern regarding another interchange of gas 
agreement for the benefit of the Horseshoe System. He testified, however, that 
the only possible source of additional gas that is available to Texas Gas is Texas 
Eastern’s line “without the construction of additional facilities” 

If the entire 18,000 M. ¢. f. from Panhandle were delivered at Danville, as 
requested by the instant petition, the northerly end of the North-South line be 
tween Terre Haute and Montezuma would be operated only as a matter of safety 
and during the summer it would be used to put gas into storage at Oaktown, be 
cause the entire 18,000 M. ¢. f. would not be taken at Danville in the summer 
months. None of such storage gas would be available to the Horseshoe System 

Panhandle service to Teras Gas for Indiana In the instant proceeding Texas 
Gas avers in its petition that for the winter of 1950-51 the Horseshoe System 
would require a peak of more than 20,000 M. ¢. f. of which 12,000 M. ¢. f. must 
come through the Panhandle connection at Danville. Exhibits Nos. 1, 2, and 3 
and Mr. Ingham’s testimony show that at no time last winter was 12,000 M. c.f 
taken at Danville, and, as he stated, Texas Gas did not meet the Horseshoe Sys 
tem peak demand of 22,117 M. ¢. f., because only 20,474 M. ¢. f. were delivered at 
all points of delivery. Mr. Ingham could not state how 20,747 M. ¢. f. was de 
livered, although he and his counsel were reasonably certain that 9,500 M, e, f. 
of Texas Eastern gas was delivered at Seyimour and Mitchell. Texas Gas’ 


Exhibits 1, 2 and 5, however, show that on the peak day for the Horseshoe Sys 
tem last winter (February 2, 1951) Texas Gas received from Panhandle at Dan 
ville 8,732 M. ¢. f. and at Montezuma 9,639 M. ¢. f.. a total of 18,371 M. e¢. f. Such 
volumes added to Texas Eastern’s 9,500 M. ¢. f. aggregate 27,871 M. ¢. f., some 
7,124 M. ¢. f. over the total volume actually delivered at all points and 5,754 
M. c. f. more than the Horseshoe System’s total peak demand that day. None of 
such exhibits shows any gas (estimated or actual) delivered through the Terre 
Hlaute-Martinsville lateral. There is no measuring equipment maintained on 
that lateral. 

On February 2, 1951, Texas Gas got 18.371 M. ¢. f. from Panhandle at the 
two delivery points, only 3,746 M. ¢. f. less than the total peak day demand for 
the Horseshoe System. On that peak day Texas Gas took a total of 371,000 
cubic feet in excess of Panhandle’s contract total. For the period from No- 
vember 1, 1950 to March 24, 1951, inclusive, Texas Gas took a total of 2,040,754 
M. c. f. of gas from Panhandle at Montezuma and Danville, or an average of 
17.675 M. ¢« f. per day. Of such total volume 1,111,185 M. ¢. f. was taken at 
Montezuma and 939,147 M. ¢. f. at Danville, being at daily averages, respectively, 
of 9,579 M. ¢. f. and 8,096 M. ¢. f. 
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During the period from November 1, 1950 to March 24, 1951, inclusive, Texas 
Gas took more than 9.500 M. ¢ f. at Montezuma on SD out of 116 days, and at 
Danville more than 8,500 M. ¢. f. was taken on 41 out of 116 days. During the 
total period Texas Gas took more than 18,000 M. ¢. f. at both delivery points on 
19 out of 116 days, 42 percent of the time. Such figures are unconvincing evi- 


dence to support a claim that Texas Gas’ difficulty in meeting the Horseshoe 


System's demands are or have been traceable to inadequate service from Pan 
handle 

On July 19, 1940 hortly after the hearing in the city of Indianapolis pro 
eeding), Panhandle ¢ e Texas Gas wt ‘ notice that it would not renew 
he existing contract between them, which expires by its terms in 1953 It is 


reasonably certain that such action was a clear manifestation of pique on the 


part of the Panhandle management because of the proposal by Texas Gas in 





hat proceeding to sup] the city ¢ Indianapolis th a substantial volume of 
gas through an interchange of g Ie Master 

Notwithstanding the patent need of either (i) a substantial additional volume 
of exchange gas from Texas Eastern, or (ii) a new arrangement with Panhandle 
for all gas to be delivered at Danville at a new rate to compensate Panhandle for 
additionai costs in compressing gas between Montezuma and Danville, or (iii) 

looping of the old Universal lateral, so as to enable Texas Gas to meet the long 
known and progressively increasing requirements of the Horseshoe System, the 
management, according to Mr. Ingham, has made no effort whatever to have 


the 1935S Panhandle contract formally amended “because there has never been 


any reason to do so; we have always been allowed to tuke whatever quan 


ty e wanted at eacl le ery pont 


The proximate cause of Texas Gas’ predicament and of the potential threat 





to Indiana Gas and Water Company is the inadequacy of Texas Gas’ facilities 
to transport the volume of gas necessary to meet the demands of its “full re 
quirements contract customers, of hom Indiana Gas and Water Company is 


one of the most importan 





Texas Gas argues tl such fact is irrelevant to its contention that it has 
the right to take all the ga I oniyv one ¢ the two delive ry points and that 
the Commission should uphold its claim on the theory that Panhandle is not 
rendering adequate service when proper consideration is given to “existing 
circumstances” Che existing” circumstances are the outgrowth of Texas 
Gas’ own lack of foresight 

Although Indiana Gas and Water Company's president has given Texas Gas 
repeated notice of the constant and rapid growth of its requirements and that 
he looked to Texas Gas to perform its full requirements contract, Texas Gas 
has done nothing to enlarge its system facilities to serve Indiana. Realizing 
that any additional exchange gas if delivered at the Mitchell and Seymour ends 
ff the Horseshoe System will be more expensive than gas tron Panhandle 


delivered at Danville. and believing that it could force Panhandle to deliver 


the entire contract volume at Danville, Texas Gas has preferred to expand its 
26-inch main line at great eXpense so as to deliver large additional volumes of 
gas at Middletown, Ohio, and has therefore made no bona fide effort to obtain 


an enlargement of its current gas exchange agreement with Texas Eastern for 
the benefit of the Horseshoe System 

At no time has Panhandle by act or word shown a willingness to deliver the 
entire contract volume at Danville. Until early November 1950,-it is admitted 


by Texas Gas, indeed the evidence to that effect is uncontradicted, that Pan- 
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handle has not yet failed to deliver less than the volumes of gas requested at 
both Danville and Montezuma, save when curtailment orders were in effect. 

-anhandle has at all times here involved performed its contract with Texas 
Gas according to its terms, and has discharged its obligations under the con- 
tract and its duty under the “Grandfather” 
tract and sale. 


certificate as it relates to such con- 


In the briefs of both Petitioners (123 pages) there is much argument to the 
effect that, because Panhandle was an intervener in Docket G—692 wherein 
Texas Gas obtained authorization to lay an 8-inch lateral from Danville to 
Martinsville, and because Panhandle was also a party to many other proceed- 
ings before this Commission where both Indiana and Texas Gas were parties 
and the gas requirements were time and again put into evidence by Indiana, 
Panhandle has had full “notice” of the growing gas needs of Indiana and is 
therefore now barred by estoppel from refusing to meet Indiana’s gas demands 
by delivery of the full contract volume at any connection. The entire argu- 
ment ignores the primary responsibility of Texas Gas to meet its own contract 
in Indiana. 

In its brief, Texas Gas seeks to magnify into a threat to abandon service, 
Panhandle’s telegraphic statement of February 13, 1951, that: 


“Unless these practices” ® are discontinued immediately, we will be forced 
to take over the operations of your control equipment. 


There is no evidence in this record that Panhandle has abandoned service 
to Texas Gas, or has threatened, or intends to abandon service to Texas Gas, 
nor that it seeks to change the pattern of service under the contract as established 
by the parties. 

On the last day of the hearing counsel for Panhandle moved to strike certain 
testimony given by the witness Ingham (T. 137 et seq; 319), as to which ruling 
was reserved. The motion is now denied. 


FINDINGS AND CONCLUSIONS 


Upon full consideration of all the evidence and the briefs of argument of 
counsel, and upon the basis of the preceding portion of this Decision, it is found 
and concluded that : 

(1) Texas Gas Transmission Corporation (Texas Gas) is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption and is, therefore, a natural-gas company within 
the meaning of the Natural Gas Act. 

(2) Panhandle Eastern Pipe Line Corporation (Panhandle) is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for the ultimate public consumption and is, therefore, a natural-gas company 
within the meaning of the Natural Gas Act. 

(3) Indiana Gas and Water Company, Inc. (Indiana) is an Indiana corpo- 
ration with its principal place of business at Indianapolis, Indiana, and owns, 
leases and operates natural gas pipe-line facilities through which natural gas 
produced in Texas, Louisiana, Oklahoma and Kansas and transported in inter- 
state commerce is delivered to and purchased by Indiana and thereafter trans- 
ported by Indiana to cities and towns for ultimate public consumption, and is 
a natural-gas company within the meaning of the Natural Gas Act and subject 
to the jurisdiction of this Commission as heretofore found by the Commission's 
order entered June 29, 1951 in the proceeding entitled Jn the Matter of Indiana 
Gas and Water Company, Inc., Docket No. G—1222, 10 F. P. C. 582. 
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(4) Indiana has an “all requirements” contract with Texas Gas for the pur- 
chase of all gas transported and sold by it for public consumption. 

(5) Through facilities owned and operated by Texas Gas, Indiana receives 
natural gas for its Horseshoe System facilities which has been delivered to 
Texas Gas by Panhandle at two points of delivery along Panhandle’s main 
transmission pipe line, namely, one near Montezuma, the other near Danville, 
both in the state of Indiana. 

(6) None of the facilities of Indiana’s Horseshoe System is connected with 
facilities owned and operated by Panhandle. 

(7) There is no privity of contract or interest between Indiana and Panhandle 
with respect to the natural gas requirements of the Horseshoe System. 

(8) Texas Gas endeavors to discharge its contract obligations to supply all 
of the natural gas requirements of Indiana’s Horseshoe System through facilities 
owned and operated by it, and designated by it as the Northern Division of its 
extensive interstate transmission pipe-line system. 

(9) A part of the gas required by Texas Gas to supply the Horeshoe System 
is purchased by Texas Gas from Panhandle, pursuant to contract which is on 
file with the Commission and designated as Panhandle Rate Schedule F. P. C. 
No. 21, such gas being delivered to it at Montezuma and Danville in varying 
volumes through interconnections between Texas Gas’ laterals at such points 
and Panhandle’s main pipe line. 

(10) The gas delivered to Texas Gas as stated in the last preceding finding 
is then transported through facilities owned and operated by Texas Gas and 
delivered into a “belt” pipe line owned and operated by Indiana, near the north- 
west corner of said Horseshoe System, in the vicinity of Martinsville, Indiana. 

(11) Panhandle has at all times during the contract period here involved 
delivered the volumes of gas which Texas Gas has taken at the foregoing delivery 
points through its ownership and operation of the flow controls at such delivery 
points. 

(12) Texas Gas has on many occasions taken more than the maximum volume 
stipulated in the contract between the two pipe-line companies. No protest has 
been made by Panhandle to such excess volumes taken by Texas Gas until No- 
vember 10, 1950. 

(13) The inability of Texas Gas to meet the peak-day demands of Indiana’s 
Horseshoe System during the winter season of 1950-1951 was due to Texas Gas’ 
failure to have an adequate supply of gas, although throughout such season 
Texas Gas received from Panhandle the maximum contract volume and on many 
occasions volumes far in excess of such maximum volume. 

(14) Panhandle’s service to Texas Gas with respect to the contract volumes 
of gas delivered at Montezuma and Danville has been and is adequate. 

(15) Panhandle has not abandoned service to Texas Gas, nor has it threatened 
to abandon such service. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or 
on review by the Commission on its own motion, pursuant to its Rules of Prac- 
tice and Procedure, that: 

(A) The petition of Texas Gas Transmission Corporation be and it is hereby 
dismissed. 

(B) The petition of Indiana Gas and Water Company, Ine., be and it is 
hereby dismissed. 

Filed: August 30,1951. Issued: August 31, 1951. 

MARVIN FARRINGTON, 
Presiding Examiner. 
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Order modifying and affirming as modified initial decision of 


presiding eramine) 
Texas Gas Transmission Corp. and Indiana Gas & Water Company, Inc. 
Docket Nos. G-—1552, G-1551 


On August 30, 1951, the Presiding Examiner certified and filed with the See 
retary of the Commission the record herein, including his initial decision which 
Was served upon all parties to these proceedings. 

Thereafter, Indiana Gas & Water Company, Inc. (Indiana Gas), petitioner at 
Docket No. G-1551, and Texas Gas Transmission Corporation (Texas Gas), 
petitioner at Docket No. G—-155z, filed exceptions o ctober 1 and September 18, 
1951, respectively, pursuant to the provisions of Section 1.31 of the Commission's 
Rules of Practice and Procedure (18 CFR 1.31), to the Presiding Examiner's 
initial decision. 

The Commission affirms the Presiding Examiner's initial decision subject to 
the modifications herein set forth and adopts said decision, as so modified, as 
its final decision as hereinafter ordered. 

In his initial decision, the Presiding Examiner observed that there was a 
patent need, among other things, for Texas Gas to enter into a new arrange- 
ment with Panhandle Eastern Pipe Line Company (Panhandle), respondent in 
these proceedings, for all gas to be delivered at Danville, Indiana, at a new rate 
to compensate Panhandle for additional costs in compressing gas between Monte 
zuma, Indiana, and Danville. The record does not disclose any patent need for 
such an arrangement. There is no suggestion in the record as to the amount, 


dollar-wise, of such additional costs. For many years past the applicable Pan 


handle rate schedule provided, as Texas Gas noted in its exceptions, the same 


price for gas delivered in the Eastern Zone, which includes Indiana, Ohio and 
Michigan. Moreover, the Commission prescribed a form of tariff Jn the Vatters 
of Panhandle Eastern Pipe Line Company, et al. Docket Nos. G-1116, ef al., to 
provide a uniform rate in the Eastern Zone, 10 F. PP. C. 185. This is in keeping 
with the principle that utility customers of the same class, receiving the same 
kind of service under substantially similar circumstances are entitled to the 
saine rate. 

In discussing other deliveries from the Northern Division lines of Texas Gas, 
the Presiding Examiner commented that the distributor in Evansville, Indiana, 
is supplied off the North-South line with gas coming from the north from Monte- 
zuma. It appears clearly from the record that during peak periods Southern 
Indiana Gas & Electric Company, the distributor in Evansville, receives its 
gas from the south from the twenty-six-inch main transmission natural-gas 
pipe line of Texas Gas, 

The Presiding Examiner correctly disposed of the contention raised by Pan- 
handle challenging the jurisdiction of the Comission to grant the relief sought 
by Texas Gas. The Natural Gas Act confers upon the Commission the power to 
hear and to determine controversial questions relating to service by natural-gas 
companies. Since jurisdiction is present here, it is more appropriate that the 
petitions of Indiana Gas and Texas Gas be denied as hereiuafter ordered. 


The initial decision should be modified to conform to the views of the Com- 


mission expressed above and to correct a number of typographical and other 


minor errors appearing in such decision as hereinafter ordered. 

The Commission has considered all the exceptions to the Presiding Examiner's 
initial decision. To the extent such exceptioius are inconsistent with the Com- 
mission’s order herein they should be denied as hereinafter ordered. 
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Upon consideration of the record in these proceedings, the initial decision 
of the Presiding Examiner, and the exceptions filed by Indiana Gas and Texas 
Gas, the Commission orders : 

(A) The initial decision of the Presiding Examiner filed August 30, 1951, 
in these proceedings, as hereinafter modified, shall become effective as the de- 
cision of the Commission as of the date of the issuance of this order. 

(B) The said initial decision be and it is hereby modified in the following 
respects : 

(i) The third paragraph, 11 F. P. C. 481, shall read as follows: 

“Notwithstanding the patent need of either (i) a substantial additional volume 
of exchange gas from Texas Eastern, or (ii) a looping of the old Universal lateral, 
so as to enable Texas Gas to meet the long known and progressively increasing 
requirements of the Horseshoe System, the management, according to Mr. Ing 
ham, has made no effort whatever to have the 1938 Panhandle contract formally 
amended ‘because there has never been any reason to do so; * we have always 
been allowed to take whatever quantity we wanted at each delivery point.’ ” 

(ii) The first sentence of the second paragraph, 11 F. P. C. 474, shall read as 
follows: 

“Evansville’s distributor is served off the North-South line with gas coming 
from the south during peak periods and the maximum day for Evansville this 
past winter (1950-51) was 25,000 Mct.” 


(iii) The following other corrections shall be made: 


Page Line 


73 20 Change “Terra” to “Terre” 

174 36 Change “25.000" to “2.500” 

ve! 39 Change °15,000° to “1,500” 

178 6 Delete “—53" from parenthetical matter 
17%) 37 Change “1951-1952” to “1952-1953” 


(C) To the extent that the exceptions filed by Indiana Gas & Water Company, 
Inc., and Texas Gas Transmission Corporation are inconsistent with the order of 
the Commission herein, such exceptions be and the same are hereby denied. 

(D) The petition of Indiana Gas & Water Company, Inc., at Docket No. G-1551 
be and it is hereby denied. 

(Ii) The petition of Texas Gas Transmission Corporation at Docket No. G-1552 
be and it is hereby denied. 


{dopted: lugust 14, 1952. Issucd: August 18, 1952. 





In THE MATTER OF 


ATLANTIC SEABOARD CORPORATION AND VIRGINIA 
GAS TRANSMISSION CORPORATION 


Proceeding Under Sections 4 and 5 of the Natural Gas Act 


Docket Nos. G—1384, G—-1175 
Filed November 7, 1951; Issued November 8, 1951 * 
Syllabus 


. Estimates pertaining to year 1952 as the test year used in this decision to 
determine just and reasonable rates. VD. 490. 

Examiner determines that average plant in service for test year 1952 will 
consist of plant balance as of December 31, 1951 plus allowance for addi- 
tional construction in 1952. P. 516. 

. Examiner finds that applicants have established proof of adequacy of their 
book reserves as of end of 1949.) BP. 519. 

oxaminer finds that 6 percent would represent a fair and reasonable rate of 
return to applicants for purposes of this case. TP. 520. 

Since applicants’ customers have differing service requirements, it is appro- 
priate that a two-part demand-commodity rate be established. P. 521. 

3. Examiner finds that rate to be fixed for applicants’ contract demand service 
should include a heat content adjustment clause, in order to be just and 
reasonable and remove an apparent price discrimination to various 
customers. TP. 537. 

Examiner finds that applicants should be permitted to continue restricition 
contained in availability clauses of their rate schedules, whereby the gas 
available for use as boiler fuel by buyer, or by any one ultimate customer 
of buyer, could be limited to not more than 500 M, ¢. f. per day. VP. 544. 

Examiner concludes that continuance of service by Seaboard to intervener, 
Washington Gas Light Co., under terms of contract of May 1, 1937 would 
be preferential to Washington and that contentions of intervener to the 
contrary are without merit. TP. 548. 


Richard A, Rosan, Edward S. Pinney, and Jack W. Robbins of 
Cravath, Swaine and Moore; C. E. Goodwin, for Atlantic Seaboard 
Corp., and Virginia Gas Transmission Corp. 

W. Russell Gorman, for staff of the Federal Power Commission. 

STMPSON, Presiding Examiner: This proceeding arises under sections 4 and 5 
of the Natural Gas Act, as amended, upon a filing by Atlantic Seaboard Corp. 
(Seaboard) and Virginia Gas Transmission Corp. (Virginia Gas) * on February 
20, 1950, March 21, 1950, and April 10, 1950, of their respective proposed tariffs 

*Initial decision of presiding examiner was adopted as the decision of the Commission 
as modified by the opinion and order of the Commission issued April 25, 1952, supra, 


page 43. 


1 Referred to hereinafter, jointly, as applicants. 
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and service agreements, as well as upon certain statements filed on the part of 
Seaboard pursuant to section 154.85 of the Commission's regulations under the 
Natural Gas Act identifying provisions of certain contracts which Seaboard 
proposed should be continued in effect. 

The foregoing tariffs contain certain changes in rate schedules with resulting 
estimated decreases in the cost of natural gas in the instance of all general, 
contract demand, and main-line service customers except Washington Gas Light 
Co. (Washington), Washington Gas Light Co. of Maryland, Inc. (Maryland 
Gas),? The Maryland Counties Gas Co. (Maryland Counties) ,*° and the Manufac- 
turers Light and Heat Co. (Manufacturers) * for which latter several excepted 
customers resulting increases are estimated. 

The foregoing tariffs also provide for changes in classifications, services, rules, 
regulations and contracts relating thereto, the applicants proposing, among other 
changes, to prohibit the use of gas for boiler fuel, where the ultimate consumer, 
including a distributor, takes for such purpose more than 500 M. ¢. f. per day 
(except with respect to gas sold for resale to Lukens Steel Corp. (Lukens) ), and 
to use a uniform heat guarantee of 1,000 B. t. u. per cubic foot, whereas gas 
delivered to Washington, specifically, has had a heating value of approximately 
1,100 B. t. u. per cubic foot. 

The applicants proposed that these tariffs should become effective as of May 
1, 1950. 

Meanwhile, Washington and Maryland Gas filed protests with the Commission, 
the Public Utilities Commission of the District of Columbia (District Commis- 
sion) expressed thereto its concern with respect to the probable effect of the 
proposed changes upon the rates to consumers in the District of Columbia, and 
the Public Service Commission of West Virginia (West Virginia Commission ) 
wrote expressing its dissatisfaction with (a) rates proposed for West Virginia 
(specifically, Amere Gas Utilities Co. (Amere))° and (b) the proposed restric- 
tion upon the use of gas for boiler fuel insofar as it relates to West Virginia. 

The Commission, by its order issued April 28, 1950, on the basis of certain 
findings stated therein, allowed applicants’ proposed tariffs and service agree- 
ments to become effective as of May 1, 1950, except that (a) the operation of 
Seaboard’s proposed rate schedule CDS-—1, insofar as it applied to Washington 
and Manufacturers," and (b) the operation of Seaboard’s proposed rate schedule 
MLS-1 insofar as it applied to Maryland Gas and Maryland Counties, were 
severally ((a) and (b)) ordered suspended and use deferred until October 1, 
1950... This order of the Commission issued April 28 (supra) also instituted 
an investigation of the lawfulness of the rates, charges, services, and classifica- 
tions demanded, observed, charged or collected by applicants.° 

2 An affiliate of Washington. 

%An affiliate of the intervener Consolidated Gas Electric Light and Power Co. of 
Baltimore (Maryland). 

‘An affiliate of applicants 

5 An affiliate of the applicants herein. 

®* Together with statements submitted by Seaboard pursuant to section 154.85 of the 
Commission’s Regulations under the Natural Gas Act, relating to the contract with Wash 
ington, the order providing that during the period of suspension Seaboard’s presently effec 
tive rate schedule F. P. C. No. 7, as supplemented (Washington), and presently effective 
rate schedule X—4 (Manufacturers), should remain in effect. 

7 And until such further time thereafter as said rate schedules should become severally 
effective in the manner prescribed by the Natural Gas Act. 

®The Commission’s order issued July 26, 1949 in docket No. G—1175, 8 F. P. C. 1021, 
authorized Seaboard to serve Consolidated Gas Electric Light and Power Co. of Baltimore 
(Maryland), and required that Seaboard thereafter file satisfactory schedules of rates and 
charges for such service. The Commission in the above order of April 28, 1950, also found 
that Seaboard’s proposed tariff and service agreement as applicable to Baltimore satisfied 
this requirement. 
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By subsequent order issued July 19, 1950, for cause therein stated, the Com- 
mission rescinded its suspension with respect to Seaboard’s proposed rate schedule 
MLS-1 (Maryland Gas, Maryland Counties) and permitted that schedule and, 
implicitly, certain accompanying statements to become effective as of May 1, 
1950. By further order issued of even date (July 19, 1950), the Commission 
directed that a public hearing be held in this proceeding commencing on August 
28, 1950, concerning the lawfulness of the rates, charges, and classifications de- 
manded, observed, charged or collected by Seaboard and Virginia Gas in connec- 
tion with any transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, and the rules, regulations, practices and contracts affecting 
such rates, charges, and classifications, as well as the changes therein pro- 
posed in rate schedule CDS-1 contained in Seaboard’s FPC gas tariff, third 
revised volume No. 1, together with the accompanying statements, suspended 
by its order issued April 28, 1950, supra. 

In accordance with the Commissions’ order fixing date of hearing, supra, a 
public hearing has been held with the undersigned examiner presiding, which 


commenced on August 28, 1950 and concluded on February 20, 1951 


DISCUSSION OF rile EVIDENCT 
ipplicants’ operations jurisidiction 


Applicants own and operate a natural gas transmission pipeline system con- 
sisting principally of two main transmission lines (a) a high-pressure, 20-inch 
continuous pipeline 420 miles long extending from Seaboard’s Boldman com 
pressor station, Kentucky, through West Virginia, Virginia and Maryland to a 
point on the Maryland-Pennsylvania state line near the Susquehanna River, 
where it connects with facilities of Manufacturers: and (b) a continuous 26-inch 
pipeline 268 miles long extending from the vicinity of United's Cobb compressor 
station, West Virginia, through Virginia to Rockville, Md., connecting with the 
20-inch (Boldman) line at both Dranesville. Va.. and Rockville, Md The por- 
tions of the two lines, with their respective appurtenant facilities including com- 
pressor stations (on the Boldman line) and measuring and regulating stations, 
which lie in the states of Kentucky, West Virginian and Maryland, are owned 
and operated by Seaboard, and the portions which lie in the state of Virginia 
including compressor stations (on the Boldman line) and the respective meas 


uring and regulating stations are owned and operated by Virginia Gas. 


Vote Addition: references employed in the followit prargee f this decision 

ict Natural Gas Act 

Cumberland.—Cumberland and Allegheny Gas Co., an affiliate of Seaboa - 
gas thereof in West Virginia 

| ginia Gas Distribution Virginia Gas Distribution Corp subsi vy of Seaboa 
engaged in distribution 

Charlottesville City of Charlottesville, Va 

Roanoke Roanoke Pipe Line Co 

United United Fuel Gas Co., applicants’ affiliate nd Seaboard’s princi 1 soures 
natural gas supp 

Luken Lukens Steel Co. Ce vill Pa \ vi \ s ("1 ens s 
s sold Manufacture by Seaboard at the Mar ! Pennsylva ] 

Tenne er Tennes ( ae ns sion ¢ supp hwest in ral ¢ 

United 


'Seaboard advised the Commission in early July that it was not then prepared to pro 
ceed, and requested that the hearing not commence prior to August 28, 1950, stating tl 


it would not move to put the suspended parts of its tariff into effect prior to Nove er 


1950 if the requested delay was granted. 
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Columbia System The integrated natural gas transmission facilities of various ope! 
S including applic ), subs iries of ( Gas Syste Ine 
Charleston Group ! I ng izries of the Col i Syste hea irtered 
Charleston, W \ ( ( Seal re Virgir Gas ted l thers ilso 
Cl eston group) 
Boldman Line l portion « plica 20-inch natur o | ( e. extending fron 
S rd's Bold comp 1 Ker oO eM d-Pet l state 
iK lies he i l I R | M nec ¢ e 6 
Washing 
Cobb Line Applicants’ new 26-inch natural gas pipeline extending from United's Cobb 
compressor station, W. Va oR . Mad 
Note further Volumes of g ire state nh a pressure base of 14.73 pounds per squa 
Dol 
li “i 1} i ’ rl hii +} “cat ; l « S ns ‘ ’ 
ican a hel atural gas sup] hiel rol at sei ‘ 
Applicants obtain their natural ga ipply chiefly from United at Seaboard’s 
Boldinan compressor station, at Canada, Ky., and in the vicinity of United’s 


Cobb compressor station, West Virginia That obtained from United at Bold- 
man comes from the latter's own production in the Appalachian fields and from 
United’s purchases from local independent producers in those fields, and that 
obtained at Cobb from purchases by United of gas brought into the Appalachian 
aren from the Southwestern area of the United States, as well as from othe 
local Appalachian sources and, during the winter, from underground storage of 
such southwestern gas, stored by United during the summer period. 

Seaboard transports and sells natural gas at wholesale for resale for ultimate 


public consumption for domestic, commercial, and industrial uses at various 


points in West Virginia and Maryland. Virginia Gas transports and sells nat- 
ural gas at wholesale for resale for similar uses at various points in Virginia 
Seaboard and Virginia Gas are, accordingly, engaged in the transportation 
of natural gas in interstate commerce, as well as the sale in interstate commerce 
of such gas for resale, and are, therefore, natural-gas companies within the 
meaning of the act and their several wholesale sales are subject to the juris 


diction of the Commission to the extent provided by the act. 
Cost of Service 


The test period.—Applicants contend that their rates are designed to cover cost 
of service over a period of three years and that because enlargement of their 
system (1949-50) allegedly brought changes in operations concomitant there 
with, and because estimates for years beyond 1952 would allegedly involve remote 
speculation, they could not base their case upon a test year in the past nor 
on years beyond 1952. They, therefore, contend that the three-year period, 
1950-52, is the only just and practicable period to adopt for the purpose ¢f 
testing whether rates to be permitted to go into effect for the future are just 
and reasonable. 

Applicants’ proposed three-year period, however, is too rigid in its limits and 


rests in part upon the unsupportable assumption that 1952 esthnated expenses 


relate simply to 1952 operations It also, inherently, involves an assumption 
Seaboard sells ne lirectly fe ltimate consumption During the year 1950, sales 
were de by Seal dt \mere, Virgin Gas Distribution nd Cumberland in We 
Virginia, and to Washingto Maryland Gas, Maryland Counti¢ ind |] timore in Mar 
land. Seaboard also sells interruptible gas to Manufacturers at Maryland-Pennsylvania 
state line for re to Luk rhese sales are all for res te publie cot 


sumption for domestic, commercial, industrial, and other uses 


Virginia Gas sells no gas directly for ultimate consumptior During the same ye 
sales were made by Virg Gas rg. Virginia Gas Distribution, Charlottesville 





Roanoke, and Commonwealth, all 





It is arranged so that Virginia Gas may 
also deliver to Washit 


lie consumption for domestic, commercial, industrial and other uses 


on at Drenesville, Va. These sales are all for resale for ultimate 
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as to the length of time the system and its customers will spend in a develop- 
ment period and, in connection therewith, implicitly seeks a precedent whereby 
rates would be adapted to the mere exigencies of such a period throughout its 
duration. It further fails to take into account that to some certain extent, at 
least, a portion of the risks which give applicants concern in this connection are 
covered in the risk element embraced in the rate of return. 

However, the evidence in this proceeding supports applicants’ contention that, 
with construction of a two-pipeline system in 1949, the addition of new markets 
and the concomitant changes in operations in 1950, years prior to 1950 do not 
provide a reasonable period, qua period, for determining whether rates to be 
charged for the future are or will be just and reasonable. 

The evidence aiso discloses that while the new facilities which compose the 
major portion of applicants’ two-pipeline system went into operation in early 
January 1950, the year 1950 is not representative as a year of normal operations 
in respect to either revenues or transmission or other expenses.” 

While applicants’ witness was of the opinion that from a transmission or ¢a- 
pacity-utilization standpoint either 1951 or 1952 could be termed a representa- 
tive year for applicants’ system as now constituted, it is apparent that, consid- 
ering the expected development of customer loads, the intended addition of com- 
pressor facilities on the Cobb line (1951, 1952), and the tendency of operating 
costs to decline as the Cobb line is increasingly powered, the year 1952 stands 
as the more representative year for the purpose of testing the validity of pro- 
posed rates and estimates of costs of service. 

It is to be further considered that applicants’ new markets, represented par- 
ticularly by Baltimore and Commonwealth, are operating under contracts with 
applicants, which envisage development periods of some length extending into 
late 1951 or early 1952. It is also to be observed that anticipated addition of 
pumping station structures and equipment on the Cobb line (1951-52) will in- 
crease system capacity from some 337,000 M. c. f. per maximum day to 352,000 
M. c. f. and later additions to an ultimate capacity of some 376,000 M. ec. f. or 
more (1954)." These additions indicate that in selecting the year 1952 as the 
test period applicants will not be required to accept any assumption of optimum 
condition of operation in order to have rates found just and reasonable, nor the 
public the burden of costs reflecting principally conditions prevailing in a de- 
velopment period. 

Accordingly, the determination of just and reasonable rates in this decision 
will be based upon estimates, adjusted or otherwise, pertaining to the year 1952 
as the test year. 


Natural Gas Production Expenses 


Miscellaneous: Gas Used for Utility Purposes.—This item involves the ac: 
counting for gas used by applicants for compressor station power and the heat- 
ing by gas of office building(s), compressor stations, measuring stations and 
warehouses. As the appropriate credit for the duplicate charges involved, ap- 
plicants propose a sum of $150,154 for the year 1952, and staff the sum of 
$148,791. The difference involves the pricing of some 681,900 M. ec. f. of gas. 
Staff’s witness, in computing average cost of gas of 21.82 cents per M. ec. f., 


averaged in the cost of Lukens gas. This applicants contend to be in error in 


12 Applicants’ witness’ testimony and exhibits reflect the fact that Baltimore did not 
start distributing straight natural gas to all its customers until the early part of Septem- 
ber, 1950; that uninterrupted delivery of gas to Commonwealth did not commence before 
late September, 1950; and that service to Charlottesville and Roanoke did not commence 
until the second half of 1950. 

18 After 1955, the Cobb line would have to be looped or a new line built. 





that I 
purpo 
sched 
port ¢ 
and is 
these 
Oth 
mate 
Staff 
$14,77 
AD] 
liver 
Febrt 
quire 
day : 
to Lu 
firm | 
ing t 
sold 
of ay 
the v 
COST | 
dema 
unde 
(195: 


“y 
Luke: 
delive 
gas i 
ment 
6S 
in U} 
and | 
rate 
Ra 
durit 
Ra 
sale 
mont 
there 
Th 
inch 
beco! 
Ra 
and 
The 
mete 
3) 
to sé 
Seah 
100, 
Seat 
Unit 
Sept 
ule, 
app! 
one 











































ATLANTIC SEABOARD CORP., ET AL. 491 


that United’s rate available for purchase of gas for Lukens is available for that 
purpose only, and that gas for company use is available under United’s firm 
schedules U-1 and W-1, respectively. In the absence of further evidence in sup- 
port of applicants’ contention, staff’s contention appears to be the more equitable 
and is adopted for the purpose of this decision and there will be used as the sum of 
these credits the amount of $148,791. 

Other Praduction Expenses: Gas Purchased—Natural Gas.—Applicant’s esti- 
mate their cost of purchased gas for the year 1952 to be a total of $14,868,615. 
Staff estimated such cost to be $14,931,653, and the intervenor, Washington, 
$14,778,000." 

Applicants compute the cost of gas by assuming (1) the 20-inch line will de- 
liver 105,000 M. c. f. of the estimated requirements for the assumed peak day, 
February 1, 1952, and 22,000,000 M. c. f. of the applicants’ estimated annual re- 
quirements and (2) the 26-inch line will be used to provide the balance of peak 
day and annual requirements. Although recognizing that gas sold for resale 
to Lukens actually is obtained at Cobb by purchase by Seaboard under United’s 
firm rate schedule U-1, applicants establish the cost of gas purchased by assum- 
ing that Lukens gas is obtained at Boldman. This is because Lukens gas is 


sold under a contract based upon conditions existing prior to the construction 


of applicants’ Cobb line.” Accordingly, using a total of 19,299,600 M. ¢. f."* as 


the volume of gas purchased for the 20-inch line (1952) applicants compute the 
cost of gas purchased at Boldman to be $3,784,651." Using a total of 2,979,700 
demand units (M. ¢. f. of capacity) applicants compute the demand charges 
under United’s U-1 rate schedule at Cobb to be $2,681,730, for the same period 


%Inceluded in each total is the cost of gas sold to Manufacturers for resale to 
Lukens, and transported over the facilities of Seaboard and Virginia Gas to the point of 
delivery to Manufacturers at the Maryland-Pennsylvania state boundary. The cost of this 
gas is computed by all parties to be $450,157. The transaction receives different treat 
ment, however, according to the discussion following. 

% Seaboard’s purchases of gas from United are under one of three schedules contained 
in United’s FPC gas tariff, first revised volume No, 1, i. e., rate schedule W-—1 for firm 
and rate schedule W-—2 for interruptible gas purchased at Boldman, Pike County, Ky., or 
rate schedule U—1 for firm gas purchased at Cobb, W. Va. 

Rate schedule W—1 contains a rate of 20 cents per M. c. f. for all gas delivered thereunder 
during each billing month, with no minimum monthly bill. 

Rate schedule W-—2, available for a purchaser's total natural gas requirements at whole- 
sale for resale to an industrial customer, in an amount not less than 100,000 M. c. f. per 
month for each customer, contains a rate of 17 cents per M. ec. f. for all gas delivered 
thereunder during each billing month, with no minimum monthly bill 

The metering base under each of the foregoing schedules is 15.025 pounds per square 
inch absolute; accordingly, at 14.73 pounds per square inch absolute the 20 cent rate 
becomes 19.61 cents and the 17 cent rate becomes 16.67 cents per M. c. f. 

Rate schedule U—1 contains a demand charge of 90 cents per M. ¢. f. of billing demand 
and a commodity charge of 17.22 cents per M. ¢. f. of gas delivered, per billing month 
The minimum monthly bill under this schedule is the demand charge for the month. The 
metering base is 14.73 pounds per square inch absolute. 

By two separate service agreements dated, respectively, December 5, 1949, United agrees 
to sell and Seaboard to purchase (1) under the W—1 schedule for resale in areas served by 
Seaboard and Virginia Gas through the Boldman line to an obligation by United to supply 
100,000 M. c. f. during any one day (2) under the W-2 schedule, on an interruptible basis, 
Seaboard’s natural gas requirements for ultimate resale to Lukens, to an obligation by 
United to supply 2,000 M. ¢. f. on any one day. By another service agreement, dated 
September 12, 1949, United agrees to sell and Seaboard to purchase, under the U—1 sched 
ule, Seaboard’s daily and annual natural gas requirements for resale in the areas served by 
applicants from the Cobb line to an obligation by United to supply 225,000 M. ¢. f. on any 
one day. 

16 22,000,000 M. c. f. less Lukens’ requirement of 2,700,400 M. ¢. f. 

* Applying the W-—1 schedule rate of 19.61 cents on the base of 14.73 pounds per square 
inch absolute. 
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same schedule (at Cobb) to be 46,179,300 M. ¢« f. (1952), applic 


‘ants compute 


the commodity cost at Cobb to be $7,952,075." 
As in the instance of applicant’s staff proceeds on the basis of the delivery of 
22,000,000 M. ec. f. (1952) to the 20-inch line in the Boldman area. Staff’s com- 


modity cost of gas at Boldman, exclusive of Lukens gas, totals $5,730,996,)9 based 
on a computation assuming 17,474,600 M. ¢c. f. of gas will be taken at the firm rate 
(rate schedule W-1) and 1,825,000 M. ¢. f. (to be subsequently sold the West 
Virginia Pulp and Paper Co. on an interruptible basis) would be purchased by 
Seaboard at United's interruptible rate (rate schedule W-2, Boldman).?° In ad 
dition, staff, using 3,085,105 demand units (M. ¢. f. of capacity), computes the de- 
mand charge at Cobb (1952) under United's rate schedule U-1 to be $2,776,595 
and, estimating the total volume of gas to be taken under this same schedule for 
the year to be 43,306,068 M. e. f., computes the commodity cost of Cobb gas to be 
s 


973.905. The higher demand units used by staff result from the fact that staff 


made an adjustment to correct an understatement of Washington’s demands, 
arising from the manner in which the latter’s demands were originally computed, 
and a further adjustment to account for peak shaving by Washington only to the 
extent of 20,000 M. ¢. f. on a peak day. Similarly, staff's use of a greater total 
annual volume of gas purchased at Cobb arises directly from these same two 
adjustments. 

The intervener Washington does not accept applicants’ method of determining 
the amounts of gas to be taken from Boldman or from Cobb on either a maximum 
day or annual basis. Washington’s determination of demand units with respect 
to Cobb purchases is premised upon the contention that since Seaboard’s pur- 


chases at Boldman are on a flat rate, and at Cobb on a demand and commodity 


rate, economies ¢an be obtained in minimizing demands at Cobb by using the 
Boldman line to capacity on peak days (January and December 1952).*! In ac- 
cordance with this premise the intervener determines the annual billing demand 
on the Cobb line to consist of 3,027,367 M. ¢. f. demand units, and computes, under 
United’s U-1 rate schedule, demand charges of $2,724,540. The 


intervener 
develops a computed commodity charge by employing, in part, premises correla- 
tive to those used by it in determining demand charges at Cobb, i. e., that 
economies are also to be obtained by taking as much gas as possible for day-to-day 
requirements on days other than peak days from Cobb, within the limits of 
establish demands at Cobb. On the basis of certain assumptions, the inter- 


vener has computed that 8,724,537 M. ¢. f. would be taken by Seaboard at Boldman, 
under United's firm rate (rate schedule W 





1), together with 1,825,000 M. ec. f. 
under United’s interruptible rate (rate schedule W-2, Boldman), and 55,685,974 
M. ec. f. at Cobb under United's firm rate there (rate schedule U-1) 
modity cost of $11,604,235 M. c. f. 


come in fact from Cobh, 


, at a total com- 
Lukens gas is considered by the intervener to 
and, being sold on an interruptible basis, as deductible 
in determining Seaboard’s gas purchase billing demands at Cobb. However, 

8 Exhibit 6, schedule 2 

% Cost of gas purchased for ultimate resale to Lukens 
where computed to be an estimated 2,700,400 M,. « 
rate schedule (W-—2, Boldman) 


is not included This is else 


ought 


nder United's interruptible 
2 See Exh. 19, table 8. Seaboard assumes this 
W-1 rate. 


*\'That is, in addition to applicants’ intended use of the line to capacity 
per day) on the so-called design day, February 1, 1952 


gas to be purchaseable only at United's 


(105,000 M. ec. f. 


“The commodity rate at Boldman (firm) 19.61 cents per M. c. f.: at Cobb 17.22 cents 


23 The evidence discloses that, in fact, it does come from Cobb 


** Applicants considered Lukens as interruptible to 11,600 M. ec. f 
day, on which day they would yet receive 2,000 M. ec. f. 
would receive 13,600 M. c. f.; 


on the design max 
On all other max. days Lukens 
; staff accepted applicants’ computations in this respect. 











in co 
of Li 
factu 

Co 


adju: 
Virgi 
and | 
Bold 


tend: 
liter 
Luke 
mod) 
This 
s m 


mod 


pose 
with 
the 
stat 
adj 
app! 
of aj 

VW 
that 
and 


was 







































ATLANTIC SEABOARD CORP., ET AL. 193 


in computing total cost of gas service, intervener includes as the commodity cost 
of Lukens gas the 2,700,400 M. ¢. f., which applicants propose to deliver to Manu- 
facturers for Lukens, at United's interruptible rate (rate schedule W-—2, Boldman). 

Cost of gas for West Virginia Pulp and Paper Co.—Applicants oppose this 
adjustment by which gas (purchased by Seaboard at Boldman for resale, through 
Virginia Gas Distribution, on an interruptible basis to West Virginia Pulp 
and Paper Co.) would be priced on the basis of United’s interruptible rate (W-2, 
Boldman) rather than on the basis of United's firm rate. The adjustment involves 
a reduction in the cost of gas purchased of approximately $53,655. 

Applicants’ opposition, substantially, is that the W-2 rate was devised at the 
time for service to Lukens. It concedes that in terms the schedule’s applicability 
clause would permit of the adjustment here proposed. Applicant further con 
tends, with respect to this matter, that should the adjustment be made under a 
iteral reading of the applicability clause of the W-2 schedule then, since 
Lukens in fact obtains its gas at Cobb, Lukens gas should be priced at the com 
modity rate contained in United's firm rate schedule at Cobb (schedule U-1) 
This contention of “consistent literalness” is obviously not applicable. There 
s nothing in the record in this cause that would justify a finding that the com 
modity rate at Cobb is the correlative of an interruptible rate to consumers such 
as Lukens. There is, moreover, no equity arising from the adjustment in respect 
to the West Virginia Pulp and Paper Co. that requires an adjustment to the 
adjustment It is herewith found, therefore, that the adjustment here proposed 
by staff and the intervener, Washington, is proper and should be allowed. 

Understatement of Washinatows requirements Applicants oppose this pro- 
posed adjustment substantially upon the ground that it is minor, inconsequential 
Within the realm of estimates, and subject to offsetting factors. Inasmuch as 
the adjustment relates to a confessed and conceded error by Washington in 
stating its requirements, no substantial ground exists for its denial The 
adjustment in this respect is a proper one, and amounts to an addition of 
approximately $19,600 for the demand and $47,600 for the commodity components 
of applicants’ cost of gas purchased. 

Washingtows peak shaving Applicants oppose this adjustment on the ground 
that their assumption of 15 percent peak shaving by Washington was reasonable 
and that Washington's testimony to the effect peak shaving beyond 20,000 M. ce. f. 
was impracticable is “unreal.” 

Peak shaving would be undertaken by Washington by use of its oil gas plant 
known as Washington’s East station, which is capable of producing a high B. t. u. 
oil gas. The daily rated capacity of East station, which is 100 percent operable, 
s 40,000 M. ¢. f., but Washington's witness, who qualified to testify with respect 
to the capability of this plant, testified that in his judgment the plant should 
not be used for peak shaving purposes in an amount greater than 20,000 M. c. f 
per day The factors limiting capacity for peak shaving purposes was stated 
by the witness to be (1) production of gum-forming compounds (vapor phase) 
with the production of oil gas; (2) limited oil storage capacity at East 
station; and (3) lack of tar handling and processing facilities. 


> 


The intervener, Baltimore, intending to peak shave some 34,500 M.c.f. in 1952 


Ul 


attempted to show that a very low percentage of vapor phase gums are pro 


5 The W-1 rate is 19.61 cents per M. ec. f.: the W-2 rate, 16.67 cents per M. ec. f. 
25.000 M. e. f. * (19.61 cents 16.67 cents). 








“6 The problem presented by gums lies in the fact that if gums enter into distribution and 
gradually accumulate, needle valves and pilot lights of customers’ app nees are blocked. 


As to liquid phase gums, Washington's witness testified, “We haven't been able to identify 


those elements in any of our operations.” 


304039—57——_-34 





494 FEDERAL POWER COMMISSION 


duced in the oil gas process and that 75 percent of such gums can be removed 
in the normal process of hydrogen sulphide removal in passing the gas through 
iron oxide purifier boxes, which are a part of normal plant equipment, and the 
remainder by steam spraying the gas in the mains leading to the storage hold- 
ers. Washington’s witness testified that the iron oxide method of purification 
did tend to remove some of the gums, but not to the extent necessary or desir- 
able, and that while Washington had utilized steam spraying it had, neverthe- 
less, experienced the production of large volumes of such gums at the East 
station. The removal of such gums was effected, in Washington’s case, by 
the use of a substantial amount of “holdering time”, in which the gas was held 
in holders a minimum of 5 to 8 hours, during which time the volatile gum vapor 
coalesces and falls to the bottom of the holder. Even so, the witness testified, 
there was always the possibility that “substantial quantities” of gum would 
then be distributed. This same witness also stated that holder capacity avail- 
able to Washington at the East station was limited to 5,500 M. e. f. and that, 
therefore, if Washington were to produce gas at a higher rate than 20,000 M. c. f. 
per day, it would put a “vast amount” of gum-forming compounds into the dis- 
tribution system.” The witness stated further, however, that while Washington 
had available a total of approximately 32,000 M. ¢. f. capacity in storage hold- 
ers, such holders were not available for peak shaving of daily peaks but to 
provide some quantity of gas on peak hourly loads on a cold day to make up 
the deficiency between the hourly or half-hourly or 15 minute requirements over 
receipts from Seaboard,” as well as to provide a reserve stock of gas which 
could be utilized in the event of an emergency curtailment in supply to provide 
service to customers during the period required to get the standby facilities 
(East station) into operating condition.” It is inferred that the 20,000 M. ¢. f 
limit is directly related to so-called “holdering time” available to Washington. 
On the basis of this inference, and the assumed use by Washington of its holder 
capacity at East station alone, Washington could peak shave up to 26,000 M. ec. f. 
per day.” Further, Washington has failed to explain why it appears to rely 
wholly upon “holdering time” without conceding any apparent additional benefit 
from steam spraying. Nor can counsel's statement in his reply brief, to the 
effect that Washington has started (but a short time after the conclusion of 
the hearing) to provide considerable facilities designed to perform, in part it 
seems, the function now assigned in the testimony in this proceeding, to some 
extent to its other holders, viz., reserve for emergencies, be ignored. But 
beyond this latter matter of additional facilities is the circumstances that appli- 
cants have assumed that on the design peak day of the 1952-53 heating season 
(February 1, 1953), Washington would peak shave by an amount of 30,330 
M. ec. f. and Washington’s witness testified that it would be proper to attribute 
to Washington 30,000 M. ec. f. capacity for such purposes after 1952—a difference 
with respect to the 20,000 M. ec. f. contended for by Washington for 1952 that 
was never reconciled or explained in the testimony, and a difference as to dates 
that appears, in the light of this record, to be arbitrary on the part of the 
intervener. 

27On January 14, 1948, Washington produced 31,214 M. ec. f. of approximately 1,046 
B. t. u. oil gas on the occasion of a line break. 

28 This condition apparently will be improved for the future with the installation of the 
22-inch main by a subsidiary of Washington’s extending from Rockville to Chillum. 

2 By statement appearing in Washington’s reply brief, this intervener is now proceeding 
(since the hearing herein) to provide additional storage facilities to guard against pipeline 
breaks or other catastrophe. 

% The witness introduced as another limiting factor the size of connections to standpipes 
in main storage holders at East station. In the light of the cross-examination of this 
witness on the whole subject, however, this factor scarcely appears to justify acceptance 
as a sole definitive limitation on peak shaving capacity. 
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In respect to limited oil storage capacity available to Washington at its 
East station, Washington’s same witness testified that though this storage was 
limited to 4,500,000 gallons of gas-oil,” with present capacity Washington could 
produce in the order of 275,000 M. ¢. f. over a period of time, and even at a 
rate of production of 40,000 M. c. f. per day, and no gas-oil replenishment, the 
tanks provided approximately a seven-day supply. He conceded that peak 
shaving operations usually involved a more limited period of time. However, it 
appears he was concerned with the possibility of the “unusual” occurrence as 
it might affect Washington’s ability to replenish. He instanced the winter of 
1947-48 when Washington, confronted with Seaboard’s inability to supply full 
requirements, had to produce a substantial amount of oil-gas in connection 
therewith, and experienced a replenishment difficulty because of a protracted 
freeze affecting the Potomac River and Chesapeake Bay.” He further testified 
that Washington had limited railroad siding facilities, capable of holding only 
the equivalent of 40,000 gallons of oil at a time.” It would not be reasonable 
to conclude, however, that Washington would not be able to peak shave the 
amount assumed by applicants, solely for the reasons stated by the witness in 
relation to the asserted problem of Washington’s oil storage. On the contrary, 
it appears reasonable to assume that Washington could do so if the element of 
the “unusual aspect” referred to by the witness (supra) is weighed with all of 
the other foregoing factors and is not given sole predominance. 

With respect to the lack of tar handling and processing facilities, the witness 
testified that ultimate disposal of tar, formed as a by-product in oil-gas produc- 
tion, was only practicable by burning the tar in boiler, but it is to be observed 
that the witness later stated, in more detail, that on the basis of maximum 
continuous operation of the oil-gas production facilities at the rate of 20,000 
M. ec. f. per day, (14 days on the basis of oil storage capacity) “We might and 
probably would get into some difficulty with respect to the handling of tar and 
the storage of tar produced.” He did not know what capacity for handling tar 
existed in relation to M. e. f., but conceded that if oil-gas was produced during 
intermittent periods, an opportunity would be afforded to get rid of it. This 
testimony in and of itself is not convincing that Washington will not be able 
to operate its oil-gas producing facilities on days of peak shaving, to reduce the 
peak by the 28,103 M. c. f. assumed by applicants. 

Therefore, it appears on the evidence in this proceeding that applicants’ as- 
sumption that Washington could peak shave 15 percent of its estimated February 
1, 1952 peak day requirements (to 28,103 M. c. f.), was not so unreasonable as 
not to be prima facie valid unless and until wholly rebutted by that party in 
whose power it is to make an unqualified and unlimited showing of fact. This, 
Washington has not done insofar as this phase of the case is concerned. 

Accordingly, in conclusion, it is found that Washington has the facilities and 
capability for peak shaving on the estimated maximum day in February 1952 
to an amount approximately equal to 28,000 M. ec. f., or a total of 210,000 
M. ec. f. annually. 

Lukens Gas.—Washington proposes that gas sold Manufacturers for resale 
to Lukens be deducted from Seaboard’s total receipts of gas at Cobb, in determin- 
ing Seaboard’s firm gas purchase billing demands at that section. Applicants 
propose that Lukens be curtailed a maximum of 11,600 M. c. f., retaining de- 

%t The witness explained that East station is built on a very small parcel of ground, and 
Washington was thus in general limited as to the installation of additional facilities there. 

32 Washington did not replenish until sometime in March of 1948. 

%3 If 4,500,000 gallons of gas-oil will produce approximately 275,000 M. c. f. as the witness 
testified, then, inferentially, 40,000 gallons would produce approximately 2,444 M. e. f. 
He did not state the rate at which the 5-6 tank cars involved could be unloaded. 








496 FEDERAL POWER COMMISSION 


livery of 2,000 M. c. f. for Lukens on the maximum day of the heating sea- 
son. The effect of the curtailment proposed by Washington is that Lukens 
would be completely interrupted (13,600 M. ¢. f.) on the assumed maximum day 
for the months of January, February and December, 1952, whereas applicants 
have assumed only a partial interruption (11,600 M. ¢. f.) on the February 
maximum day (1952), and then only because of an inability to procure a 
sufficient supply of gas. 

The economy reflected by Washington's proposal involves a saving in demand 
charges at Cobb, totaling for the year approximately $42,500. In view of the 
fact that such a saving is more than covered by the so-called “profit” in ex- 
cess of 6 percent, conceded to be realized by Seaboard on this sale, and that 
complete curtailment might involve the basis upon which the rate negotiated 
With Manufacturers and Lukens rests, no reason exists compelling this pro 
posed curtailment and no right has been established thereto on behalf of ap 
plicants’ firm customers. 

Redispatching.—Washington’s basic adjustment to applicants’ estimate of 
cost of gas purchased concerns a proposed change in United’s dispatching of 
natural gas, i. e., in the selection of source as between Boldinan and Cobb dur- 
ing different phases of applicant’s operations. The primary issue in this matter 
is whether Washington’s proposed dispatching (redispatching) is practical. 

Washington’s proposed selection of source involves determination of source 
(1) on maximum days during winter months, and (2) for day-to-day opera- 
tions. With respect to the former, the purpose is to minimize demands at 
Cobb by using the Boldman line to capacity on peak days, and, with respect 
to the latter, to take as much gas as possible for day-to-day requirements on 
days other than peak days from Cobb, within the limits of established demands 
at Cobb. Thus during the test year 1952 Washington would have Seaboard 
supplied, under these proposals, with 105,000 M. ¢. f. per maximum day for 
the months of January and December 1952, and the month of February 1952, 
and during the year 1952, with 8,767,618 M. ¢. f. less from Boldman than pro- 
posed by Seaboard in these proceedings, with a compensating increase, after 
allowance for B. t. u. differences between Boldman and Cobb, in purchases at 
Cobb. 

With respect to Washington’s foregoing proposed redispatching of gas, the 
intervener’s witness testified that the proposal was feasible. His opinion in 
this respect as to the maximum day redispatching was based substantially upon 
initial testimony on behalf of applicants, that on the design peak day (February 





1), applicants would receive at Boldman (Boldman area) 105,000 M. c¢. f. for 
delivery to their markets, the assumption that on any day the Boldman line 
could carry the same amount of gas assumed with respect to the design maximum 
day, and his interpretation that under United's supply contract with Seaboard 
for Boldman gas there would be, on any peak day, 105,000 M. ¢. f. of gas avail- 
able in the Boldman area. With respect to proposed redispatching of annual 
volumes of gas, the same witness testified that there would have to be no rear- 
rangement of facilities to transport the proposed additional quantities of Cobb 
gas to market, other than that already proposed by applicants in connection with 
their expected operations. 

Washington’s witness on this subject conceded that annual redispatching re- 
quired consideration of the effect thereof upon United’s gas reserves, because 
of possible drainage that might result from United making the cut-back in 

% Applicants’ witness testified in effect that under ordinary conditions it was not the 


policy of applicants to curtail deliveries to interruptible customers solely to avoid estab 
lishing a higher demand charge. 
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annual production in the Boldman area, which Washington’s redispatching 
would entail. His consideration of this factor was general and seems to have 
been based mainly upon a study made by him several years ago in connection 
with similar matters involving other companies operating in the same general 
area; but the foundation of relevancy and materiality, with respect to the data 
considered and the results derived in that study in relation to the drainage 
involved in this proceeding, was not laid. Nevertheless, the opinion of the 
witness was that immediate losses which would be induced by this factor would 
not be “too great” and such as would result would come about from “fringe 
drainage” only. However, this opinion is almost wholly devoid of support 
from either direct or corroborative fact. In addition to the fact that nothing 
in the witness’ past experience, as disclosed in the evidence in this proceed- 
ing, appears to bear, to any significant degree, upon dispatching as it concerns 
United’s and applicants’ specific operations, he acknowledged that Washing- 
ton’s redispatching might constitute a problem as to drainage “over a period of 
years.” 

Applicants’ rebuttal witnesses testified that Washington’s proposed redispatch- 
ing could not be put into practice without effects detrimental to United’s opera- 
tions, not only as a source of supply to Seaboard, but to other constituent com- 
panies of the Columbia System. 

The vice president and general manager of the Charleston Group of the Colum- 
bia System (which embraces United, applicants, and others), testified as one 
of the foregoing rebuttal witnesses, with respect to maximum day dispatching, 
that while it might be assumed that the Boldman line could carry 105,000 M. c. f. 
on a peak day if the demands of all customers along the 20-inch line were at a 
coincidental maximum, and if the gas were available at delivery points in suffi- 
cient quantity, it was his opinion, based upon United’s operations during the 
cold weather in early February of 1951, that 105,000 M. ¢. f. could not be carried 
from Boldman over the subject facilities much later than early November, due 
to the fact that during even a normal winter well deliverability would be reduced 
beyond capacity to produce quantities in excess of 90,000 to 95,000 M. ec. f. 
on a maximum day because of the drain brought about by the necessity that 
producing wells be placed on base load operations with the advent of early 
winter demands. This witness further testified that, with long sustained 
delivery on base load from the Boldman area prior to the winter’s maximum day, 
the supposition of Washington that the line could carry 105,000 M. ¢. f. from 
the Boldman area for as many as three peak days was founded on an imprac- 
ticability. 

The manager in charge of the geological and gas depletion departments of 
United, employed in geological work for the Columbia System some 20 years, 
testified, as the other rebuttal witness on the subject, that United’s drilling 
program was budgeted four to five years ahead, had been amended, because of 
deliverability problems, to increase the number of wells to be drilled in 1951, 
and indicated that the program would probably be amended for the same reasons 
and purposes for the year 1952, and stated that the program was designed to 
make up losses in deliverability from the older wells, in order “to keep deliver- 
ability’, with peak deliverability of 105,000 M. ¢. f. per day as one of the factors 
considered. His testimony necessarily attributes to the well drilling program 
the foregoing inability on the part of United to deliver 105,000 M. ¢. f. per 
maximum day to the 20-inch line.“ This witness’ testimony was much less 


decisive than that of the previous witness, supra, with respect to the probability 


Starting with November 1 


'The previous witness’ testimony lends some support to this conclusion 
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that United could not adapt its operations to the conditions that would be 
imposed by Washington’s maximum day redispatching. He continually testi- 
fied in terms of questioning, doubting, likelihood, possibility ; and while in one 
answer he stated a firm opinion that United could not produce 105,000 M. ec. f. 
as late as the design maximum day (February 1, 1952), for delivery over the 
Boldman line, assuming a normally cold winter, this answer is preceded and 
followed by testimony exceedingly inconclusive on the issue as to whether United 
could supply 105,000 M. c. f. on maximum days other than the design maximum 
day in February 1952.% While the inconclusive character of this witness’ testi- 
mony as to capability of United to deliver 105,000 M. c. f. on the maximum days 
proposed is not reflected in the testimony of the applicants’ previous witness, 
even the latter’s testimony is based upon certain assumptions relating to United's 
drilling program. There is, therefore, no meeting of the issue on the part of 
the applicants as to whether their present drilling program is justified in the light 
of evidence that increased deliverability would enable United to operate under 
the program proposed by Washington with respect to maximum day redispatch- 
ing. Accordingly, it should be found that United could effect a saving of $9,800 
by redispatching its maximum day deliveries to Seaboard during 1952 in the 
manner proposed by Washington. 

With respect, however, to annual redispatching, applicants have discharged 
their burden of proof. The vice president and general manager of the Charleston 
group, supra, supported by the experience of some 25 years as a gas dispatcher 
or supervisor of dispatching of the Charleston group, testified that the proposed 
reduction in the annual amount of gas taken from the Boldman area, in con- 
formity with Washington’s proposed redispatching, would, in effect, require 
that United resort to using southwestern gas during the summer (at Cobb) for 
applicants’ day-to-day requirements at times that such gas was planned for 
storage for winter use, and that United did not have facilities available to 
transport Boldman gas for economic use elsewhere. The manager in charge 
of United’s geological and gas depletion departments (supra) testified, in effect, 
that such a number of wells, upon which United depended for gas supply, occu- 
pied a competitive situation with respect to wells producing in the area for other 
pipelines that United would probably suffer loss of gas by drainage if, because 
of redispatching, United put into effect as substantial a cut-back in annual 
production in the Boldman area as Washington’s proposals would require 
(8,767,618 M. c. f., 1952). This testimony appears to be based on a general 
“analysis” made by the witnesses, as a part of his continuous work, of records 
regularly kept with respect to wells from which United obtained gas, the general 
relative location of competing wells, the strata from which gas was being pro- 
duced, and geological conditions underlying the area of production. It is not 
based upon any study determining the quantity of drainage or which related 
to specific wells but rather upon general knowledge that if the relationship 
of factors bearing upon gas moving to two wells is changed, the forces of gas 
movement are changed and gas will start in the other direction toward the 
well which remains on the line. This testimony is relevant, material, and though 
general, adequately supported by the qualifications of this witness 

7 Applicants propose to obtain at Boldman on maximum days in the months stated 
the quantities appearing below, in comparison with quantities proposed by Washington: 
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Both of applicants’ foregoing rebuttal witnesses testified as to the type of con- 
tracts under which United purchased or acquired gas from the wells of its in- 
dependent suppliers. Of these contracts, 60 to 65 percent (by volume) require 
United to take during 5 or 6 summer months one-third of the volume taken dur- 
ing the remaining months on a take-or-pay basis; 30 to 35 percent (by volume) 
have the same general provision but without specific penalty attached; and 
only 1 to 2 percent permit United to take no gas during the summer.** While 
the principal witness on this phase of the case had no specific knowledge as to 
the minimum quantities of gas United would be required to take during the 
summer months under its contracts with independents, he testified that cutting 
back annual production in the Boldman area from an expected 22,000,000 M. c. f. 
to approximately 13,000,000 M. c. f., as would be required under Washington’s 
proposed redispatching, would require cutting back United’s own production and 
the gas which it takes under its gas purchase contracts beyond what the witness 
felt could be cut back without incurring drainage and failure to meet contract 
obligations respecting summer purchases from independents. 

Summary—cost of gas purchased.—Accordingly, it is found and concluded that 
the following constitute a fair and reasonable allowance for applicants’ cost 
of gas purchased for the test year 1952: 


Cost of gas purchased at Boldman: Demand Commodity Total 
Firm customers and small interruptibles_____ $3, 426,769 $3, 426, 769 
Interruptibles : 

West Virginia Pulp and Paper___------- 304, 227 304, 227 
asia ies irs Snipa entelantlcaaitioninadicae 450, 157 450, 157 

Cost of gas purchased at Cobb: 

Firm cnetoer........2..... 1 =e 701,347 27,999,727 10, 701, 074 


2, 701, 347 12, 180,880 14, 882, 227 
Less peak day redispatching__-_--_~_ (9, 800) (9, 800) 
Less Washington’s peak shaving °________-_--~~ (36,162) (36, 162) 


2,691,547 12,144,718 14, 836, 265 








- Applicant’s estimated 2,979,700 demand units at Cobb, 1952, increased by 21,797 demand 
units representing the amount by which Washington's demands have been understated, 
priced at the $0.90 demand rate under United’s U—1 schedule at Cobb. 

2 Applicants’ estimated year’s volume at Cobb, 1952, increased by 276,726 M. ec. f. repre- 
senting the amount by which Washington’s annual requirements have been understated, 
priced at the $0.1722 commodity rate under United’s U-—1 schedule at Cobb. 

3 210,000 M. c. f. at $0.1722, cumulative. 


Purchased gas expense.—Applicants estimate this expense will be $1,488 
(1952). Approximately 90 percent of the amount represents labor and expenses 
in the gas-measuring department, for such purposes as reading charts and pre- 
paring gas bills, which have been allocated to Seaboard in the ratio that Sea- 
board’s measuring stations bear to the total measuring stations operated by the 
Charleston group. The current percent billed Seaboard is less than .4 percent of 
the total of such costs. Staff’s witness’ estimate totals $1,941. Both applicants 
and staff subsequently submitted evidence as to adjustments of all labor esti- 
mates—applicants as to the propriety of reducing labor charges 10 percent for 
the possible employment of the labor represented on minor construction work in 





% In the 30-35 percent group is included a type of contract which postpone s the summer- 
take requirement cumulatively to the succeeding summer. 
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1952 and the increasing of the result by 10 percent for wage increases author- 
ized“ and staff to increase its estimate for wage increases by 10.5 percent. As 
adjusted, applicants’ estimate becomes $1,479 and staff's $2,029. Applicants’ 
adjusted estimate of $1,479 will be adopted for the purposes of this decision. 
Total natural gas production expenses.—On the basis of the foregoing allow- 


ances, natural gas production expense summarizes as follows: 


Miscellaneous : 
Gas used for utility purposes (Credit) $ (148, 791) 
Other production expenses : 
Gas purchased—natural gas 14, 836, 265 


Purchased gas expense 1,479 


Total natural gas production expense 14, GSS, 953 


Transmission expenses 


Supervision and endginecring—operation and maintenance (Applicant, in 
effect, estimate their supervision and engineering operation labor, and supplies 
and expenses, for the year 1952 will be S77,734. Staff's witness’ estimate of 
these expenses for the same year is & 

Applicants estimate their supervision and engineering maintenance labor, sup- 
plies and expenses, for the year 1952, will be $50,822. Staff's estimate of these 
same expenses for the same year remains the original estimate of $33,368 unad- 
justed for wage increases. 

Applicants’ estimates include estimated labor expenses of $58,690 for opera 
tions and $39,278 for maintenance. Staff's witness estimates corresponding labor 
expense $65,747 for operations, and $25,139 for maintenance. 

The difference here at issue as to labor pertains to the difference in mainte- 
nance labor expense 

In estimating supervision and engineering labor, operation and maintenance, 
applicants proceeded as if estimating for one item, but allocated the salaries of 
operating personnel and clerk-stenographers, whose time is thus charged to main 
lines, Compressor stations and communications equipment, 6O percent to opera 
tions and 40 percent to maintenance, on the basis of applicants’ experience over 
five past years. Applicants start with the 20 employees employed March 1950, 
provide for the addition of a superintendent of main lines in mid-1950, and make 
allowance for the upgrading of employees in 1950-1952 

Staff's witness did not consider the number of employees applicants would 
require for supervision and engineering. He derived his result by determining 
the percentage relationship of supervision and engineering labor and expenses to 
total direct labor for the 5 years 1945-49, and a similar relationship of supervi- 
sion labor to supervision labor and expense, the determination being made sepa- 
rately for operation and for maintenance with respective percentages varying as 
between the two applicants. 

However, applicants’ witness testified that during 1948 Seaboard charged some 


part of the time of the superintendent of compressor stations to construction of 


\pplicants considered these, however, as offsetting, and references later in the text 
this decision to “applicants’ adjusted estimates” are to be interp d in the light of 
this fact. 

* Giving effect to a decrease in applicants’ original estimate of $ 327, to reflect a 10 
percent allowance for employment of labor on minor construction work, and an increase of 
10 percent in the remaining labor cost because of wage increases ithorized 

" Which includes a wage rate adjustment to the operation labor component of an original 
estimate of $80,802 


asic wage rates o1 laries used were thi in effect on March 31, 1950 
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compressor stations, and during 1949 some part of the time of various foremen, 
general foremen, district foremen and superintendents, to construction of appli- 
cants’ Cobb line, and that hence supervision and engineering operation and main- 
tenance expenses for those years were below normal. Applicants’ position is, 
therefore, that such conditions directly diminish the validity of staff's witness’ 
determination of future expense on the basis of past 5-year percents or ratios, 


and they further contend that such percents do no 


, among other things, take 
into account, adequately, the fact that applicants’ supervisory and engineering 
force has been increasing from some 12 employees in January 1948 to some 15 in 
January 1950, and will further increase to 21 by 1951-52. 

Staff relies, in part, upon a disparity between applicants’ prior estimates of 
these expenses for 1950, and the expenses subsequently and actually incurred by 
the end of that year, to impeach applicants’ estimates for the future as well as to 
support the estimates of its own witness. In this instance both witnesses over 


estimated the maintenance labor expense—staff’s witness by the smaller amount 


of approximately $2,000 and applicants’ witness by the larger amount of approxi 
mately $14,000. However, supervision and engineering operation labor expense 
incurred by applicants (1950) totaled approximately 860,000. Supervision and 
engineering maintenance labor eXpense was approximately $17,000 If appli 


i 
cants’ determination that supervision and engineering operation labor has been 
60 percent of past total supervision and engineering labor expense is valid for 
purposes of future estimates, then the $17,000 should have been approximately 
$40,000 on the basis of actual operation labor expense of $59,705, or $10,000 in 
excess of the amount estimated by applicants 


Applicants offer an explanation pertaining to general labor expense, with the 


testimony of their witness that during 1950 such expense on the Cobb line con 


tinued to reflect substantial amounts of time devoted by operation and mainte 


nance personnel to construction work consisting of clean-up work and the in 





Stallation of gate valves \s it may be inferred that substantial construction 


work entails also the time of supervisory and engineering employees, and the 


continued deferment of maintenance, the general explanation, in part, tends to 





explain the difference between maintenance labor expense actually incurred in 
1950 and applicants’ higher estimate therefor 


Staff's witness’ method of estimating not only fails to take into account any 


necessary addition of supervisory and engineering personnel after 1949 but 
otherwise gives indication, when used to estimate supervision and engineering 


operation labor expense for the applicants severally, of not being a consistently 
reliable guide. Further, no evidence refutes the applicability of the operation 
and maintenance ratio of 60 percent and 40 percent used by applicants in 
apportioning labor expense to operation and maintenance accounts. Therefore, 
in the light of the foregoing, applicants’ estimates of supervision and engineering 


labor expense for the test year will be accepted for the purposes of this decision.” 





-Applicants’ supervision 1 engineeril eration bor eXpense in 1 exceeded 
tl estimated 

Washington's witness’ estimate of ipervision and engineering 1 nter ce labor is 
based upon the application of a 5-year tio (1945-49) of sup n | ) super 
ised labor (13.7 percent) to estimated ervised labor f ‘ h future I g 1952 
ind applying to that result the ratio of his estimated direct maintenance labor to total direct 
lat Similarly, supplies and expenses are estimated for operati nd for mainte n¢ 
es ctively th s > tl p I 1 1 ince §8 ind ¢ 
penses bore to lab n the respective ope 1 and tenance ac t. These an 
other estimates of this witness have not been accepted as Washington has t n the 
sition that vitness’ estimates 
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Supplies and expenses, operation and maintenance, were estimated by appli- 
cants on the basis of the ratio of the average of such expenses during 1948 and 
1949 to the total labor expenses involved. Staff's witness’ estimate of operation 
supplies and expenses exceeds that of applicants’, but his estimate of mainte- 
nance supplies and expenses represents approximately a 29 percent reduction. 
Staff’s witness obtained these estimates by deducting supervision and engineer- 
ing labor expense from total supervision and engineering expense determined 
by using his percentages, above. 

In view of staff’s witness’ dependence, in determining these expenses, upon 
his method of determining labor expense for the corresponding account, which 
latter has been rejected in the foregoing, and in further view of the fact that 
the evidence otherwise establishes a relationship between supervision and en- 
gineering supplies and expenses and the labor directly involved in connection 
with supervision and engineering, operation and maintenance, respectively, it 
is found that applicants’ estimates of supplies and expenses, operation and 
maintenance, satisfy the requirement of burden of proof and appear reasonable. 
These accordingly are accepted for the purpose of this decision.“ 

Pumping station—operation and maintenance.—Applicants estimate pumping 
station operation expense, labor, power, and supplies and expenses for the year 
1952 will be $644,578, composed of $248,896 labor expense, $335,285 for power, 
and $60,397 for supplies and expenses. Staff’s estimate of this expense for the 
same year is $668,344, composed of $268,847 labor expense, $339,100 for power, 
and $60,397 for supplies and expenses. 

Applicants estimate their pumping station structure maintenance expense to 
total $10,554, composed of $6,551 labor and $4,003 supplies and expenses; while 
staff’s corresponding estimates total $11,035, including $6,744 for labor and 
$4,291 for supplies and expenses. 

Applicants also estimate their pumping station equipment maintenance expense 
to total $150,003, composed of $68,523 labor, and $81,480 supplies and expenses, 
with staff’s witness’ estimate totaling $135,886, composed of $73,623 labor and 
$62,263 supplies and expenses. 

Applicants initially determined, as one item, pumping station labor expense, 
operation and maintenance, and pumping station equipment maintenance labor, 
on the basis of the 92 men required at each of the 5 pumping stations for 
operation and maintenance, at wage rates in effect at March 31, 1950, increased, 
with respect to the year 1952, by 11 employees intended to be hired to operate 
a new compressor station (station B) to be required on the Cobb line in 1951 
to handle market requirements estimated for the 1952 peak day, and by a 
number of casual laborers estimated to be required for general utility work in 
the summer of 1952. On the basis of past experience at their existing 5 com- 
pressor stations, coupled with the judgment of the superintendent of compressor 
stations, as to additional amounts of maintenance that would be required in the 
years subsequent to 1950, applicants allocated approximately 80 percent of es- 
timated labor costs to operation and 20 percent to maintenance of structures 
and equipment, with correspending allocations for station B. Power expense 
for stations with gas units was based upon the judgment of the station super- 
visors, related to volumes of gas estimated to be pumped, the number of units 
in the specific station, and the added requirements for station B,“” while coal 
costs for the Boldman compressor station were estimated on the basis of tons 
of coal to be required to operate the station, priced at the current cost of coal. 


In its contentions as contained in its brief, Washington has adopted the results ob- 
tained by staff’s witness for all transmission operation and maintenance expenses. 
46 Gas was priced at the average cost of gas—under 21 cents per M. c. f. 
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Supplies and expenses were based, upon past experience, as a per cent of the 
related labor expense.” 

Staff’s witness made his estimate for operation labor expense on a historical 
basis, differing from applicants’ but which, adjusted for wage increases author- 
ized, exceeds applicants’ estimates. He accepted applicants’ estimate of oper- 
ation supplies and expenses. In connection with the computation of the credits 
for gas used in company operation, supra, it appeared that applicants and staff 
differed by some $1,363, as a result of the different method each employed in 
averaging the cost of gas. For the reasons there stated in connection with the 
acceptance of staff’s method, and for the purposes of this decision, applicants’ 
estimated cost of power for 1952 will be here reduced by the amount of this 
difference. 

Staff's witness‘ estimates of structure maintenance labor and structure main- 
tenance supplies and expenses, when combined respectively for both applicants, 
in each instance, exceed applicant’s corresponding combined estimates for the 
respective item. No issue of substance, therefore, exists with respect to these 
expenses, and applicants’ estimates are found reasonable on the basis of the 
discharge of the burden of proof. 

With respect to pumping station equipment maintenance labor expense, staff's 
witness’ estimates, combined for Seaboard and Virginia Gas, again exceed in 
total applicants’ combined estimates. No issue of substance exists with respect 
to the determination of an allowance for such expenses for 1952, and on con- 
to the determination of an allowance for such expenses are found reasonable on 
the basis of the discharge of the burden of proof. 

With respect to estimates for Seaboard’s pumping station equipment main- 
tenance supplies and expenses, there is a substantial difference as between the 
estimates made by applicants and those made by staff's witness. Applicants’ 
witness did not definitely testify as to the method used with respect to estimating 
this expense for the year 1952 ($72,480). On his initial direct he testified in 
substance, generally, that maintenance supplies and expenses were determined 
for each individual account for each location, on the basis of the ratio of 
average 1948-49 costs to the comparable labor account adjusted for changes 
expected in personnel and operating conditions, but later he had difficulty in 
explaining the substantial differences that developed between 1950 estimated 
amounts and the expenses actually incurred for this account by the end of that 
year, especially with respect to Boldman station which apparently dominates this 
and either dominates or constitutes a major portion of other related accounts. 
In fact, he seems to have made no investigation as to the difference between 
the actual costs of 1950 and the estimates, and seems to have had only a general 
opinion that less maintenance work had been done at Boldman than had been 
planned, testifying also that the operation and maintenance expense estimates 
for the Boldman station must be considered as a whole. These “explanations,” 
however, do not explain. Staff’s witness, in obtaining his estimate ($53,263) 
for 1952, took an average of equipment maintenance supplies and expenses for 
the last five years for the Boldman station, including the hydrocarbon and 
dehydration plants, which he increased to a flat $35,000; took the corresponding 
expenses for Flat Top and Huff Creek compressor stations for the year 1949, 
which he increased to a flat $9,000; and added in an amount of $9,263 for 
station B (Cobb line) computed at the rate of $1.90 per horsepower determined 
on the basis of a horsepower ratio of such expense computed for Flat Top 
and Huff Creek stations. 





Lubricating oil was estimated on the basis of what had been used in 1949, plus the 
judgment of the station supervisor as to future requirements when the stations would be 
operating at higher ratios, priced at current prices. 
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Using a two-year (1948-49) average of supplies and expenses for the Boldman 
station would give an ultimate result more nearly approaching Seaboard’s esti- 
mate for 1952, but the use of such an average does not appear reasonable in 
view of an apparently unusual and otherwise unexplained total charged in 1948, 
True, charges to this account at Boldiman in the years 1945 and 1946 appear 
unusually low, but applicants did not avail themselves of the opportunity pre- 
sented to establish that Staffs witness’ result, based upon the 5-year (1945-49) 
average of Boldman supplies and expenses, was invalid for any other specific 
reason than that it failed to allow for trends in the costs of materials. 

On the basis of the foregoing, it is found that applicants discharged their 
burden of proof with respect to Virginia Gas’ estimated pumping station equip 
ment maintenance supplies and expenses for 1952, but have failed to discharge 
their burden of proof with respect to Seaboard’s estimated expense for this 
account: and that the acceptance of staffs witness’ estimates of said latter 


expenses would, on this record, be reasonable 


Veasuring and regulating station operation and maintenance Applicants 


estimate operation labor and supplies and expenses for the year oz 1 
$69,271, composed of $59,265 labor and $10,006 supplies and expenses. 

Staff's witness’ estimate originally took issue only with respect to the amount 
estimated by Seaboard for labor, but this witness has re-estimated labor to allow 
for the increases in wages authorized, with his final estimate for this item now 
exceeding Seaboard’s estimate. It appears that no substantial issue remains 
with respect to these estimates and that applicants, on the evidence as a whole, 
have discharged their burden of proof with respect to both labor and supplies and 
expense estimates for this item. 

The record discloses that no issue is raised with respect to applicants’ 
mates of station structure maintenance labor and supplies and expenses, 
and that applicants have discharged their burden of proof with respect to these 
items.” 

Applicants estimate equipment maintenance labor and supplies and expenses 
for the vear 1952 will be S29 442 


composed of $15,018 labor and $14,424 supplies 
and expenses. The only items with respect to which there is conflicting evidence 
are those representing Seaboard’s estimates of $10,217 for labor and S9,S04 for 
supplies and expense, staff's witness’ estimates therefor being $1,700 and $2,425, 
respectively, 

Applicants’ estimate for maintenance labor was based upon the number of per- 
sonnel estimated to be required to operate and maintain the facility, priced at 
wage rates existing March, 1950, with small increases being provided for promo 
tions and upgrading, the total being subsequently adjusted to provide for minor 
construction work to be capitalized and for wage increases authorized, Supplies 
and expenses, it appears, were estimated by a ratio based upon average 1948 and 
1949 charges to the comparable labor account for each location, adjusted to allow 
for expected changes in personnel and operating practices, 

Although applicants had estimated the 1950 labor expense in this sub-account 


to be $6,293 (including Virginia Gas), the actual charges during the first nine 


‘The record does not contain data that can be used for trending costs, but the absence 
of such an adjustment, if proper, can only be attributed at this stage to applicants’ failure 
to discharge the burden of proof. 

’These estimates represent a total of $1,785 for 1952, composed of $1,185 labor and 
$600 supplies and expenses 

*® Applicants’ evidence is to the effect that a new large and two smaller measuring sta- 
tions with equipment were added to the system at Baltimore in the first half of 1950, and 
smaller stations were added later in 1950 for Manufacturers (at the Maryland-Pennsyl 
vania state line), for Cumberland (on the Cobb line), and for Commonwealth, Charlottes 
ville, and Roanoke (on the Boldman line), with substantial additional installations being 
made at Dranesville 
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months of 1950 totaled but $278. Similarly, applicants had estimated 1950 sup- 
+) 


plies and expenses in this same sub-account-to be $5,943 as compared with the 
actual expense for the first nine months of the same year, of $756. Nevertheless, 
applicants’ witness had no explanation of these differences as between estimated 
and actual labor and supplies and expenses at the time he was confronted there- 
with, and apparently no specific explanation appears later 

Staff's witness estimated Seaboard’s equipment maintenance labor by using a 
rounded-off ratio of maintenance labor expense for the past Dvears (1945-49) to 


the 5-year aver: investment in corresponding plant, which investment, to all 





intents and purposes, was that represented in the Rockville station. A similar 


ratio developed by this later witness for Virginia Gas was more than three times 
as high as that for Senbourd, but the witness discarded this last result, on the 
asserted ground that Virginia Gas, in the past, had used mainly unattended sta- 
tions in its operations while in the future it would have one large attended station 
and two so-called semi-attended stations for deliveries to Commonwealth and 
Roanoke, and thus be nearly compareble in operations to Seaboard, though not 
so Comparable, in his opinion, as to justify a lowering of Virginia Gas ratio to an 


equality with that for Seaboard.” With respect to supplies and expenses, the 


withess used a comparable method, relating the average of supplies and expenses 


over the past 5 years to average plant investment, which resuit he applied to esti 
mated plant balances for future years including the test vear, 1952. Again, he 


treated Virginia Gas as approaching, for the future, a method of operation similar 


to that represented by Seaboard in the past. 


numerous statements on the part of witnesses that main 





enance estimates are peculiarly unreliable even when based upon past experience, 


In view of the fact that at the one point in this record where estimates could be 


} 


checked against actual expenses, applicants’ witness made no effort to explain 
resulting differences, and in view of the fact that staffs witness’ estimates at 
reflect past experience, with no evidence in the record specifically contra- 





han approach for this account except for testimony 


dicting the validity of suc 
relating to adjustments for increased costs of labor and material, it is found, with 
respect to Seabourd’s estimates, that applicants have not discharged their burden 
of proof and that staff's witness’ estimates for labor, adjusted to reflect increased 
wages (S1S70) " and ry supplies and expenses ($2,425), are under the circum 
stances of the record, reasonable 


It is further found, with respect to Virginia Gas’ estimates for labor ($4,801) 








and supplies and expenses (54,620), that applicants have sustained their burden 


of proof, and that these latter estimates should be ace epted. 

Vains operation and maintenanee Applicants estimate their mains opera 
tion labor and supplies and expenses tor the year 1952 will be $215,999, composed 
Of $185,387 labor and $30,612 supplies and expenses. Staff's witness’ estimate of 
this expense for the same year is $170,745, con posed of $144,003 labor and $26,652 
supplies and expenses, 

Applicants estimate their mains maintenance labor and supplies and expenses 


for the same year will be $157,500, con posed of $106,336 labor and $51,164 sup 








He testified that Seaboard would have two large stations and about three small ones 

Virginia Gas would also have 16 “unattended” stations Prior to 1950, the former's 

neasuring and recu g stations consisted of one large and one s ll st hile all 
of the latter's were unatte! d. 





210.5 percent. 


rhe record does not contain data that can be used for trending costs of material. but 


the absence of such an adjustment, if proper, is to be attributed, at thi tage, to appli- 
cants’ failure to discharge the burden of proof, 
Adjusted for minor construction work (10 percent decrease) and increase in wages 


authorized (10 percent). 
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plies and expenses. Staff’s witness’ estimate of this expense is $114,116, com- 
posed of $59,230 labor and $54,886 supplies and expenses. 

Applicants estimated their operation and maintenance labor expenses on a 
combined basis, as the same personnel are employed for both operation and 
maintenance. Initially, the superintendent of transmission, and the superin- 
tendent of main lines, advised of estimated peak day and annual market require- 
ments to be met through the two lines (Boldman and Cobb) respectively, assisted 
by the district foremen, determined the number of men judged to be needed an- 
nually by districts to operate the lines and perform the maintenance estimated. 
In estimating operation labor, this involved taking the personnel employed in 
March 1950, plus additional casual labor expected to be required, and adding 
the additional personnel anticipated to be required for the expanding operation 
of the Cobb line and the 20-inch line extending from Washington to Baltimore. 
Thus, it was anticipated that 1950 personnel for Seaboard’s portion of the Cobb 
line, to be added in stages during the year, would include a district foreman, 
three foremen, a clerk, a welder, a truck driver, a bulldozer operator, five 
roustabouts, and 11 casual laborers for the summer months, and that personnel 
for Seaboard’s portion of the 20-inch line in Maryland would include some 10 
employees by July 1950, in addition to 11 employed in March of that year, con- 
sisting in part, at least, of additional roustabouts and laborers. Labor was priced 
at rates in effect March 31, 1950, with provision for the subsequent upgrading 
of apprentices. From the general preliminary testimony of the witness, it would 
appear that the resulting cost of labor was probably allocated to operation and 
maintenance, respectively, on the basis of past experience on the Boldman line, 
adjusted for future expectations, and anticipated changes in operating practices. 

Supplies and expenses for each account (operation, maintenance) were de- 
termined on the basis of the ratio of the average of such expense for 1948 and 
1949 to the comparable labor account adjusted for expected changes in personnel 
and operating practice. 

Applicants’ witness did not use a trended historical cost method, the witness 
testifying that in his opinion no year in applicants’ operations prior to 1950 
could be termed representative of the future, due to the unusual growth in loads 
and markets in the post-war period and the adoption of a large construction pro- 
gram related thereto. He testified that in connection with the latter, applicants 
had assigned certain of their own operation and maintenance force directly to 
construction work, particularly in 1949, due to difficulties brought about by short- 
ages of material and competent labor, with a consequent reduction that year in 
charges to operation labor and maintenance. 

With respect to operation labor estimates, staff's witness determined his esti- 
mate on Seaboard’s portion of the Boldman line (including the 20-inch line to 
Baltimore) on the basis of an average of operation labor charges for the three 
years 1947-49, despite the fact that such an average would not reflect any in- 
crease in personnel on the 20-inch line between Washington and Baltimore, 
the addition of which is deemed necessary by management for the rendering of 
adequate service to the latter market.” He estimated Seaboard’s operation 
labor for the Cobb line on the basis of the cost per mile previously estimated 
for the 20-inch line, making no investigation as to the reasonableness of the 
number of personnel applicants deemed to be required for the Cobb line. With 
respect to Virginia Gas, staff's witness estimated operating labor on this por- 
tion of the Boldman line on the basis of 1949 charges checked against 1848 charges 
trend for certain subsequent wage increases. For Virginia Gas’ portion of the 
Cobb line, he based operation labor estimates on estimates made for Virginia 


% The addition of which he minimized solely on the ground that the distance from Wash- 
ington to Baltimore was only 20 miles, approximately, by pipeline. 
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Gas’ portion of the Boldman line, using a flat figure somewhat larger than that 
resulting from a straight proportion, but giving no consideration to the number 
of men applicants considered it would be necessary to employ on that part of the 
Cobb line. 

With respect to maintenance labor, staff’s witness estimated such labor for 
Seaboard’s portion of the Boldman line (including the 20-inch line to Baltimore) 
on the basis of a 5-year average of maintenance labor, allowing in the final result 
but one-tenth of sums representing what he deemed to be the extraordinary part 
of maintenance labor attributable to sleeve reinforcements installed in 1948 and 
1949." Again, it appears that he gave no specific consideration to applicants’ 
extension of service to Baltimore in 1950 and the effect thereof upon additional 
maintenance on the section of the line north of Washington, substantially, on the 
grounds, as he testified, that the section of line was only about 23 miles in length. 
For Seaboard’s portion of the Cobb line, this witness estimated maintenance labor 
by applying the 5-year average of maintenance labor on the Boldman line, on a 
mileage basis, adopting, however, Seaboard’s lower estimate in view of the fact 
that his average included some reinforcing peculiar to the Dresser coupled Bold- 
man line. Again, he gave no direct consideration to the amount of maintenance 
personnel that would be required on Seaboard’s lines. For Virginia Gas’ por- 
tion of the Boldman line he took the average of the last 5 years of such labor; 
and for this applicant’s portion of the Cobb line he applied the result of his esti- 
mate for the corresponding portion of the Boldman line on a mileage basis with- 
out reduction for what he expected would be lesser maintenance labor cost for 
the Cobb welded line as against the Boldman Dresser coupled line. Here, again, 
it appears, he gave no consideration to what applicants’ need might be in terms 
of personnel. 

Apparently, this witness arrived at his estimate of maintenance supplies 
and expenses in a manner comparable to his estimates for maintenance labor, 
by using 5-year averages exclusive of the high reinforcing costs in 1948 and 
1949. No testimony had been located, however, disclosing his method of deter- 
mining supplies and expenses for mains operation, although this might be inferred 
to be in a manner corresponding to that used by him in estimating operation 
labor. 

In develops in this matter that estimates of operation and maintenance labor 
(mains) for 1950, made according to applicant’s witness’ method used for 1952 
estimates, as above set forth, are apparently at substantial variance with 
actual charges incurred, although applicants had employed most of the personnel 
which they anticipated. Thus, applicants’ witness submitted estimates for op- 
eration and maintenance labor, 1950, totaling $219,304, as compared with ex- 
penses incurred in the amount of $75,594 for the first nine months of the year. 
Similarly, the witness submitted estimated supplies and expenses of $59,269 
as compared with expenses in the amount of $35,013 incurred in the first nine 
months. In later testimony, this witness attempted to explain that such differ- 
ences were due to the fact that applicants had had to use operating and main- 
tenance personnel for a considerable amount of construction work on the Cobb 
line, consisting principally of the installation of numerous gate valves and fit- 
tings, and that of some $106,000 which had been estimated for labor (1950) on 
this line, personnel employed had received $103,000, of which, however, $57,000 
had been charged to the foregoing construction and only the balance ($46,000) 


% In his maintenance accounts, labor, he gives no direct consideration to increased labor 
costs, his later adjustment relating only to increased wages for operation labor in this 
connection. He attempted to justify this distinction on the alleged grounds that the labor 
rate is not the only problem in maintenance, maintenance labor costs depending on how 
much work is done. 
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to operation and maintenance; and that, in addition, some maintenance, such 
as clean-up work, had been deferred.” 

Except for the fact applicants have started with basic personnel as of March 
31, 1950 and have gone into some detail as to labor classifications, intended. par- 
ticularly, for the Cobb line and the 20-inch line to Baltimore, there is nothing 
in this record that justifies the acceptance of applicants’ 1952 estimates of op 
eration and maintenance labor beyond the ultimate dicit of the witness. Neither 
ire the estimates of staffs witness fully persuasive in their own right, princi 
pally because his method represents little more than the application to the 
future of simple ratios of the past, substantially disregarding the effect of new 
conditions introduced by the Cobb line, by the new markets, and by new operating 
conditions.” The evidence demonstrates, however, that while Staff's figures, 
adjusted for wage increases authorized (10.5 percent) should probably be 
considered a minimum in this proceeding, applicants have demonstrated nothing 
substantial in their showing to lift themselves above such a minimum by any 
determinable amount. In short, they have not discharged their burden of proof. 

With respect to operation and maintennnece supplies and expenses, applicant's 
counsel considers the difference between the total estimated by applicants’ wit 
ness and staff's witness to be slight. In view of the state of the evidence with 
espect to this estimate (supra) and applicant's counsel's statement amounting 
to an abandonment of any contention with respect to the difference cone 
this item, staffs witness’ determinatic will be a I for the purpos 
this decision. 

Load dispatching operation No substantial issue is raised in the evidence 
with respect to Applicants’ witness’ estimate for these operation expenses, 12 

It is found a a l lischarg their burden of proof with respect 
to the ren leness of ell irrasat of labor $10,336, and supplies and ¢ 
penses $3,545. These will be accepted 


Transmission maps and records operation No issue is raised with respec 
to applicants’ witness’ estimate for operation expenses rel ted to this accou 
in the total of $11,018. 


It is found that applicants have discharged their burden of proof with respect 
to these items 

Visecllaneous operation, Staff's witne ss’ adjusted estimate involves a reduce 
tion in applicants’ adjusted labor estimate of approximately 17 percent and ar 
insignificant reduction in the supplies and expenses estimate. It appears 
all but about $600 of the original difference between staff's and applicants’ labor 
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were only approximately $50,000 less than those estimated is of insufficient corroborative 


weight where one specific account is concerned. 
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estimates relates to differences totaling some $2,352 for telephone labor. Staff's 
witness based his estimates on the latest year 1949 and his opinion that since no 
new telephone equipment would be installed, no additional operation labor 
would be required. Accepting applicants’ 1949 actual expenses of $4,045 in 
the company’s account No. 2316.2, the evidence in behalf of the applicants appears 
to justify only the estimated 1951 increase in Seaboard’s expense of $645 over 
that estimated for 1950, with no justification appearing for the estimated in- 
crease of some $869 (1952 over 1949) in the instance of Virginia Gas, leaving an 
unsupported balance of $1,636. Deducting this amount from the unadjusted 
original estimate of $11,426, and adjusting, leaves a supported portion of $9,790 
as compared with staff's adjusted estimate of $9,356. In consideration of the 
foregoing, it is found that applicants have sustained their burden of proof with 
respect to $9,790 and that the remainder of the labor estimate should not be 
accepted. Applicants have, to all intents and purposes, sustained their burden 
of proof with respect to the estimate of supplies and expenses. 

Other transmission system expenses (structures), maintenance.—No issue 
is raised in relation to applicants’ witness’ estimate of these expenses of labor 
$635, and supplies and expenses $360. These will be accepted. 

Transmission expenses—miscellaneous.—No issue is raised with respect to ap- 
plicants’ estimated expenses relating to the transportation and compression of 
gas by others, $24,600,” and rents, $10,270," which total $34,870. Applicants hav- 
ing sustained the burden of proof with respect to these items, the same will be 
accepted as additional transmission expenses. 

Summary—transmission exrpenses.—The findings and conclusions as to trans- 


mission expenses are summarized as follows: 


Operation 

Supervision and engineering : 

Labor-_- ats . - $58, 690 

Supplies and expenses 19, O44 
Pumping station: 

ae . 248, 896 

Power... ‘ 333, 922 

Supplies and expenses 5 60, 397 
Measuring and regulating station equipment : 

Labor__- 


Supplies and expenses 10, 006 
Load dispatching : 


Labor 10, 336 

Supplies and expenses 3, 545 
Mains: 

Dis catincnsncsii a : ; 144, 093 

Supplies and expenses 26, 652 
Transmission maps and records : 

EO i ei ‘ = 8, 545 

Supplies and expenses ; 2, 473 
Miscellaneous : 

iis : , 9, 790 

Supplies and expenses e 10, 906 


Total operation__-__-~~- skiacicalias ; _ 1, 006, 558 
© A cost incurred on peak days, in connection with compression of gas at Beaver Creek 
and delivery 10 miles to the Boldman line. 
* Principally the cost of renting buildings and structures (warehousés, garages, poles, 
ete.) necessary to the operation of the system. 
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Vaintenance 


Supervision and engineering : 


TO  — —_—— en ee ; 5 $39, 278 

Supplies and expenses_-_ peace enemas piaiacivania 11, 544 
Pumping station structures: 

NO ick ca intetetmeniee ati amineaknneinnsceenmimmints sisson 6, 551 

Supplies and expenses a a asa A ati a cae 4, 002 
Measuring and regulating station structures: 

a hase cidenecuacea taabinent andes on haved Sanat 3 mca 1, 185 

Supplies and expenses- anne iene a sitbnatasabeiaaii 600 
Other transmission system expenses : 

De cesar sins ceaian chaici ail F aici 635 

Supplies and expenses___-_- ; a aesien 6 en 360 


Mains: “ “a 


Labor....... dae ; - aca hl 65, 449 


ie eiiaaiialscinenacmaa . D4, S86 


Supplies and expenses 


Pumping station equipment: 
Labor_-_--. 


or tac ian ei ite ‘ 68, 523 


i Set elit Sapiens taactbel cca Anca 62, 263 


Measuring and regulating station equipment: 


Supplies and expenses 


Labor__-_- ‘ arcade i a a ay Sts aie. 6, 729 
Supplies and expenses________________- ahaa adhd oe 7, 045 





Total maintenance_- ie ‘ ; ; 329, 050 


Miscellaneous______- Sate Pos ‘ joinbicicceas , 870 








Total transportation expenses . ; . 1,370, 478 





Other revenues—credit.—As a credit to production and transmission expenses, 
applicants propose an amount of $75,106, relating to rent from gas property, fa- 
cility charges (laterals), compression of gas for others, incidental gasoline sales, 
and miscellaneous gas revenue. For the same credits staff proposes an amount 
of $76,659. There is no difference concerning credits for rents, compression of gas 
for others or, to all intents, incidental gas sales which applicants apparently in- 
clude in “miscellaneous,” together with miscellaneous gas revenues which are 
not separately stated. The issue relates to facility charges, particularly those 
charged by Seaboard of its affiliate, Virginia Gas Distribution. 

The facility charge to Virginia Gas Distribution relates to a 12-mile, 4-inch 
lateral from Seaboard’s main line in West Virginia, and the facility charge to 
Lynchburg relates to a 30-mile 6-inch lateral from Virginia Gas’ main line in 
Virginia. soth laterals are used in making deliveries to the respective customer. 
Each applicant who owns and operates the respective lateral is obligated to 
operate and maintain the lateral while the customer is obligated to pay a charge 
to cover depreciation (2 percent), return (G6 percent upon original cost less 
aecrued depreciation plus applicable working capital), taxes, and operation and 
maintenance expenses. These charges are in effect. 

Applicants appear to have sustained their burden of proof with respect to this 
item, and the credit, computed in the amount of $75,106, will be accepted. 

Administrative and general expenses.—Applicants’ estimate of $394,769 for 
administrative and general expense for the year 1952 is not contested by Wash- 
ington, and the staff has accepted it for the purposes of its computations. On 
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the basis of the evidence of record, applicants have sustained their burden of 
proof with respect to this item.” 


Some labor is included, however, in this account and therefore the testimony 


by applicants’ witness that a reduction of 10 percent to reflect the use of oper- 
ating personnel for minor construction work in the years following 1950, in 
eluding 1952, should effect a reduction in this account and, similarly, as to the 
upward adjustment to reflect increased labor costs based upon wage increases 


authorized in December 1950. The amount of this adjustment is approximately 


$1,401, resulting in a total of S393.368 allowed for administrative and general 
expenses. 

Depreciation—annual.—Applicants’ witness computes the 
sion for the year 1952 to be SS60,841 


depreciation provi 
Staff's witness estimates this expense for 


the same year to be $1,119,917.% The difference in these two estimates arises 


from the fact that staff computes the provision at the annual rate of 2.86 per- 
cent with respect to the Cobb line, pumping station structures, measuring and 
regulating station structures, pumping station equipment, and measuring and 


regulating station equipment, while applicants estimate the accrual on the basis 
of an over-all composite rate of 2 percent which its management deems adequate 
on the grounds that even if certain items in general plant should bear a some- 
what higher rate, the result would not be appreciably different.” 

Staff’s accrual rate with respect to transmission mains is not based on the 
physical life of these facilities, directly, but upon the matter of gas 


reserves, 
which estimates were determined by staff’s witness by referring to data pub 
lished by the American Gas Association indicating a 30-year future supply of 
gas at the end of 1949, to which the witness added 5 years to give effect to the 
“slight” increase in new reserves over the increase in withdrawals.” Staff's 
accrual rate with respect to pumping station structures and pumping station 
equipment, as well as measuring and regulating stations and associated equip 
ment, is based upon a consideration of service life for such facilities as a group. 
The witness testified that he gave effect to “obsolescence and changes in the art.” 


“This estimate for 1950 totals $416,031 and for 1951, $365,589. That for 1950 in 
cludes an amount of $40,000 estimated regulatory commission expenses, and that for 1951 
nothing for this latter expens¢ However, applicants’ witness testified that the actual 
expense for 1950 was $44,000 and he anticipated it would be at least $40,000 for 1951. No 
such amount appears in the estimate for 1952. 

For the year 1951, it may be observed, staff’s provision is $1,068,543. Applicants’ 
$815,773 (Exh. 24, Sched. 6, and Exh. 66, respectively). For the year 1950 staff estimated 
$1,030,161, applicants $805,413 (Exh. 6, Sched. 8). Applicants actually provided $766,359 

Exh. 67). The explanation of these differences is as stated in the text with respect to the 
difference for 1952. 

* Because of the fact that original cost adjustments were not settled, with respect to 


the Commission’s uniform system of accounts, until 1950, 1 


and the pendency of the present 
rate proceeding, applicants have not segregated its depreciation reserves between trans 


mission and general plant in accordance with the requirements of that accounting system 


Accordingly, applicants’ estimated depreciation accruals are not based on such a segregation 
nor made on the basis of amounts in individual plant accounts. But applicants’ witness 
was of the opinion that a 2 percent rate would be applicable to all property except com 


munication equipment and office furniture and equipment, and for these latter he believed 


8 4 percent rate should be applied to office furniture and equipment, 3 percent rate to 


telephone equipment and a 15 percent rate to radio equipment All accounts 
relatively small amounts of dollars other than transportation and work 


involve 
equipment 

® A life of 35 years results in staff using a 2 percent rate for the Boldman line now of 
17.6 years’ approximate age, and a 2.86 percent rate for the new Cobb lin This 35 
years’ life is recommended, in effect, for the “immediate future,” as staff's witness pri 
supposes that at the end of 4—5 years the gas reserve situation can again be 


reviewed for 
the purpose of checking the accrual rate for mains 





512 FEDERAL POWER COMMISSION 


Applicants’ accrual rate as applied to mains was supported by testimony that 
the physical life of such property would exceed 50 years. Applicants’ officer 
in charge of geological matters for the Columbia system testified that despite 
the present ratio between proven reserves and indicated annual production, no 
serious risk was involved in accruing on the basis of a 50-year life. Applicants’ 
accrual rate as to compressor station structures and equipment, and measuring 
and regulating station structures and equipment, was based upon a recent study 
by a senior valuation engineer, consisting of (1) an inspection of compressor sta- 
tions and equipment, and measuring and regulating stations and equipment; (2) 
an investigation of maintenance policy as related to such property; and (3) 
the history of property retirements of applicants since 1931. He testified that 
it was manazement’s opinion that, for the “immediate future” a 2 percent rate 
applied to all such property was “conservative and proper” and gave leeway for 
possible obsolescence. 

The first issue here involved concerns whether either staff or applicants have 
submitted prevailing “reliable, probative and substantial” evidence in support 
of their severally recommended length of years of gas supply which applicants 
may reasonably expect for the future, and, if so, which should prevail. 

Applicants’ geological witness testified that the 1949 proven gas reserves were 
equivalent to approximately 29 times the 1949 total production but, from his 
knowledge of the past history of annual increases in proven reserves over gas 
produced, the existence of “extremely large potential gas areas” remaining un- 
explored or partially tested, and the reduction of wastage, he was of the opinion 
that it was reasonable to expect that additional useful reserves of major pro- 
portions will be available in the future.” Because the Columbia system is situ- 
ated geographically so that it could take gas from many portions of the United 
States or Canada, if that should become necessary, he concluded that it “can 
be said” that there will be sufficient gas available to the Columbia system to 
meet its reasonable requirements for at least 50 years. 

Staff's witness relied simply on the statistics published by the American Gas 
Association which he instanced, supra, to the effect that proven reserves as of 
December 31, 1949 totaled some 180 million cubic feet and that withdrawals for 
that year totaled 6 trillion, 245 million cubic feet, and on data disclosing that 
proven reserves over the four years, 1946-49, have increased by certain amounts 
annually.” 

Applicants make a point of the fact that staff's witness has used proven re- 
serves, substantially tested by drilling, as his total reserves; that additions to 
reserves, year by year, arise not only from new discoveries but even more from 
extensions and revisions with respect to known fields; and that exploratory drill- 
ing during 1938-49 has shown a rapid increase. 

Unquestionably, a fallacy inheres in the division of proven reserves at any time 
by the then current annual production and concluding therefrom as to the future 
life of the natural gas industry. Staff’s witness recognized this inadequacy and 
made a limited allowance therefor. Applicants made no such limited allowance. 
Depreciation determinations should have as a basis those estimates which more 
nearly approach to reasonable definiteness, particularly in view of the function 
which the accrual performs in maintaining financial solvency and adequacy of 
future service. A potential-reserves estimate, determined upon the basis of the 
present ratio of proven reserves to annual production adjusted upward to 
give effect to the trend in annual additions to proven reserves, more nearly meets 


% Citing in this connection improvements in deep drilling techniques, and improvements 
in geophysical prospecting. 

& Thus, 1946 by 12,786.535,000 M. ec. f. ; 1947, 5,351,013,000 M. ¢c. f. ; 1948, 7,942,426,000 
M. c. f.; and 1949 by 6,512,004,000 M. ¢. f., after withdrawals. 
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the test of reasonable definiteness than a life based upon possible results of 
future general exploratory drilling where in the very nature of things, and admit- 
tedly in this proceeding, expectation cannot rise higher than “possibility,” 
albeit, a “very strong possibility.” The important thing in this viewpoint is the 
character of the adjustment made to the ratio taken of proven reserves to annual 


production in order to allow for the trend in the annual addition of new reserves. 
On this issue only the testimony of stafi’s witness proposes a satisfactory 
answer. In the absence, therefore, of some better supported contrary proposal 
of the years to allow for this adjustment, staff's witness’ proposal will be accepted. 

The foregoing determination that 35 years is a proper term to allow in this pro- 
ceeding with respect to the probable future availability of natural gas, in effect, 
requires the adoption of an accrual rate of 2.86 percent for property other than 





(1) the Boldman line and rights of way, and (2) certain items in general plant.” 
Accordingly, on the basis of staff's witness’ computation in evidence, the depreci 
ation accrual to be required for the test year totals $1,147,908, less that chargeable 
to clearing accounts, or $1,119,917. 

Tares—other than income.—Applicants estimate certain taxes other than 
income taxes, including Federal unemployment contributions, Federal old-age 
and survivor insurance, state unemployment contributions, and capital stock, 
franchise, license, and property taxes to total, for 1952, $463,636. 

Staff estimates such taxes to total $425,124. Differences between these esti- 
mates and applicants are confined to computations concerning social security 
and property taxes. 

With respect to the various social security taxes, applicants’ witness developed 
an effective rate predicated upon estimated labor expenses (1952) of $655,730 
for Seaboard, and $315,139 for Virginia Gas. His effective rate is apparently one 
estimated for 1950. Staff's witness proceeded in a similar manner, using a total 
labor expense of $591,213 for Seaboard and $277,284 for Virginia Gas. 

Staff’s witness used rates representing the actual experience, on returns filed 
by applicants for the year 1950, with the exception that the West Virginia 
unemployment tax was increased to reflect a temporary increase therein effec- 


l 


tive January 1, 1951. While rates used by the two witnesses are in most 


instances substantially the same”™ staff's witness’ rates have the advantage 


® Similarly, as to the extension of life based upon the use of facilities in transmitting 
the product of gasified coal, where processes are yet in the laboratory stage. 

® Thus, even if it were found that the facilities involved would have a service life longer 
than 35 years, i. e., a life beyond the life of gas reserves, such a finding could be given no 
effect on the evidence in this proceeding, there being nothing in such evidence to support 





the necessary correlative finding that the unexpired service life in remaining property would 


have other use or pro-rata value. It may be stated that the settling of this ie on the 
basis of its being moot does not imply the validation of staff’s rate as a true service life 
rate, beyond the fact that there is no question but that such property would have a service 
life of at least 35 years. Nor is it possible on the evidence to give effect to accruals that 
will mature before the end of the 35-year term 


Thus: 


i pplication Staff 

. s os (0, 0OO2ZS 
Federal unemployment insurance me 0. 003 a 
zl | 0. 0027 

Federal old age and survivors aa 0. 015 0. 015 
Kentucky unemployment insurance 0. 0084 0. 0061 
Maryland unemployment insurance—- bs " 0. 0004 0. 00038 
West Virginia unemployment insurance ated 0. 006 0. 0097 
Virginia unemployment insurance a = a 0. 01 0. 0027 


Applicants’ Kentucky and Maryland rates are affected by a rounding off; Applicants’ Vir 
ginia rate by an increase concerning the loss of a merit rating. Staff’s Federal unem 
ployment insurance rate for Virginia Gas is 0.0027 rather than the 0.0028 psed for Sea 
board. Staff accepted applicants’ estimate of Virginia Gas’ West Virginia unemployment 
insurance contribution of $165. 
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of representing a later experience, i. e. 1950, whereas applicants’ perforcedly 


must reflect that of an earlier year. Staff's rates will, therefore, be accepted, 
modified to increase the Virginia unemployment rate to 0.01 and the Federal 
rate for Virginia Gas to the same level as that applied in the instance of 
Seaboard, i. e., 0.0028. 

Labor expense in the instance of staff's witness represents the total produe- 
tion and transmission labor included in staff's exhibit, plus labor included in 
applicants’ estimates of administrative and general expense. Applicants’ wit- 
ness does not explain the detail or source of his labor expense figures, and it 
has not been possible to reconcile these differing estimates to determine what 
portion of administrative and general expenses are involved as between appli- 
eants. However, it will be assumed that this amount is approximately $83,000 
for Seaboard and $55,000 for Virginia Gas, which will be added to labor expenses 
allowed in previous portions of this decision (purchased gas, and transmission 
operation and maintenance) in the total $511,651 for Seaboard and $216,965 
for Virginia Gas. On the foregoing labor expenses and modified rates, the 
amount allowed in this decision for social security taxes is the sum of $27,884. 

With respect to property taxes (applicants’ $421,800; staff's $390,020), the 
difference lies in the rates used, Staff accepting applicants’ estimated valuations. 
Staff's rates were obtained by dividing the actual tax paid for the year 1950 by 
the actual assessed valuation in the instance of each of the four states involved, 
the valuation thus used differing from those estimated in advance by applicants 
for the same year (1950) substantially only with respect to Maryland and, to 
a much lesser degree, with respect to Kentucky. On the other hand, applicants’ 
rates, with the exception of the West Virginia tangible property tax, appear 
generally to be the respective 1949 actual tax rounded off.” 

The contentions of applicants’ counsel, as set forth in his brief with respect 
to staff's witness’ computations as to these taxes, are not supported by the 
evidence. Accordingly, in view of the fact that staff's witness has used actual 
1950 average rates, as compared with applicants’ witness’ apparent use of 1949 
average rates, and that staff’s witness has accepted applicants’ witness’ esti- 
mated valuations for the future, it appears that the former's estimates totaling 
$390,020 are entitled to greater weight and should be accepted. 

Accordingly, the amount allowed for social security, capital stock, franchise, 
license, and property taxes herein, totals $427,145. 

Taxes—income, federal and state—On the basis of their cost of service com 
puted return requirement of $2,244,657, applicants have estimated income tax 


> 356.7 


requirements (federal and state, 1952) to be $843,35 Staff's witness, on the 


other hand, computed such tax requirements to total $957,251. 

Applicants computed the foregoing amount of income taxes by employing, for 
tax purposes, a 3 percent depreciation rate, the normal and surtax rates made 
effective by the Federal Revenue Act of 1950, and an 8 percent tax saving result- 
ing from the filing of a consolidated Federal tax return through the parent, 


71 No support appears for applicants increasing the average 1949 West Virginia tangible 
rate from $1.916 to $2.00 per $100.00. The Virginia tangible property tax is increased by 
applicant on the ground that it is anticipated the rate in new counties in which applicants 
now operate will be at least as high as the 1949 rate or possibly higher. 

72 Social security, $27,884; capital stock, franchise, and license, $9,241; property, 
$390,020 : total, $427,145. 

73 In the theory of their case that rates should be designed to average out to a fair return 
for the first three years following 1949 expansion of facilities, applicants have also com 
puted income taxes on an estimated net operating revenue basis, with an estimated re- 
sulting total of income taxes considerably greater than the correspondending requirement 
on a cost-of-service basis. On the premise of a test year, in this decision it is the compu- 
tation of income taxes on a 6 percent return basis for 1952 that is relevant. 
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Columbia Gas System, Inc. Staff’s witness computed similarly, using an esti- 
mated tax savings of 9 percent. 

The tax savings percentage in the instance of either computation (applicants’ 
or staff’s), rests upon an estimate by applicants’ parent’s tax department, which, 
in turn, is based upon budget forecasts of constituent companies of the Columbia 
System, plus a forecast by management of income to be realized by the parent 
in the form of interest and dividends. The evidence is explicit that the estimated 
1952 saving will be 8&8 percent. This latter rate, therefore, will be used for 
the purposes of this decision. 

The remaining elements entering into the computation of income taxes, includ 
ing return and the annual provision for depreciation (1952), have been deter- 
mined elsewhere in this decision.“ 

On the basis of the foregoing, the allowance to be here made for income tax 
requirements (federal and state) totals $988,859, including $975,009 for federal 
and $13,760 for state income taxes. 

Rate base and return 


Plant in service.—Applicants estimate that plant in service will total $41,917,- 
222 as of December 31, 1951, and $44,857,322 as of December 31, 1952." Staff’s 
estimate of the average gas plant to be in service for the test year 1952 is based 
on applicants’ estimates of gas plant in service at December 31, 1949, and of 
additions and retirements for the years following. However, in obtaining the 
average investment for 1952, staff includes only one-quarter of Cobb line com- 
pressor station additions, which applicants estimate to total $2,512,500 for that 
year. Staff's witness testified that in so doing, staff's computed average plant for 
1952 ($42,684,147), would reflect applicants’ estimated completion date of Octo- 
ber 1 for these facilities. Applicants, on the other hand, have included a straight 
average of the full amount in their computation of the 1952 average rate base 

Of importance in this consideration are the facts that (a) applicants’ con- 
struction program calls for the construction of such additional facilities starting 
around June, 1952 with operation to commence at the beginning of October, and 
(b) the construction of such facilities represents approximately 95.7 per cent of 
applicants’ total estimated net additions for the year 1952. 

The issue involved is not one representing a failure on the part of applicants 
to take into account the fact that increased plant in service will provide means 
for increased income; nor is it one arising because of failure of the staff to 
give consideration to the fact that the rate to be fixed must be reasonable and 
just not only as to the present but also for a reasonable time in the future; °° 
but rather it is simply a matter concerned with the fundamental assumption in 
the use of averages in such an instance, viz., that the expenditures concerned be 
made at a practically uniform rate and the property represented be operative, 
in effect, for half of the year.” Applicants’ method is not in accord with that 
assumption. 


™ There is no substantial difference between applicants and staff as to depreciation esti 
mated for tax purposes using a rate of 3 percent 
% Less $3,677, representing plant held without presently contemplated future us¢ Ap 
plicants’ witness testified that more recent estimates as of mid-February 1951 indicated 
that the 1951 construction was approximately $1.200,000 greater than the estimate 
submitted in evidence but that he had not attempted to make an adjustment as that would 
have necessitated changing most figures in applicants’ estimates for 1951 and 1952 

% Vide, In the Matter of Otter Tail Power Co., F. P. C. docket No. E-6196, 8 F. P. C. 393 

7 Vide, Re Chesapeake & Potomac Telephone Company (Md., P. S. C. 1947) 70 P. UL. R 
(N. 8.) 97. 

% Re Great Western Power Co. (Cal. R. R. Comm., 1923) P. U. R. 1923C, 545. Also, 
Re Coast Counties Gas & Electric Co. (Cal. R. R. Comm., 1923) 1924C, 415: “In the deter 
mination of a rate base for the year 1923, there will be included the capital becoming oper 
ative during the year 1923, giving due consideration to the portion of the year it will be 
in operation * * *,” 
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Further, it is apparent that if a construction job runs for more than 30 days 
or exceeds a certain amount, applicants charge interest at the rate of 6 percent 
during construction, the capitalization thereof continuing up to the time the 
property is completed and ready for service. To use an average of 1951 and 
1952 year-end figures, as applicants propose, would also involve an overlapping 
of interest during construction, and return, for a period equivalent to 3 months. 

Accordingly, average plant for the test year 1952 will consist of the plant 
balance as of December 31, 1951, plus one-half of applicants’ estimated net 
additions for the year 1952 which relate to pumping station structures (Boldman 
line), transmission mains (Boldman line), and pumping station equipment 
(Boldman line), plus one-fourth of applicants’ estimated net additions during 
1952 for pumping station structures (Cobb line) and pumping station equipment 
(Cobb line), totaling the sum of $42,684,147.” 

Depreciation reserve.—Applicants’ book reserve balance as of December 31, 
1949, adjusted for original cost adjustments and retirements in progress, totals 
$4,421,116 as against gas plant balances of $38,569,918 (Exh. 67). 

Staff has calculated a reserve requirement at December 31, 1949 consisting of 
a general reserve requirement of $4,481,205, plus sundry reserves, per books, of 
$45,159, or a total reserve requirement, as of that date, of $4,526,564. 

The difference between applicants’ book reserve and staff's computed reserve 
requirement (1949) is thus $105,248. 

By the use, generally, of an over-all composite 2 percent rate™ of accrual 
for the years 1950 and 1951, after charges and credits (actual for 1950 and 
estimated for 1951), applicants’ book reserve becomes an actual $5,188,327 as 
of December 31, 1950, an estimated $6,021,845 at the end of 1951, and an esti- 
mated $6,886,077 at the end of 1952. The estimated average reserve for the 
test year 1952, therefore, is $6,453,961. 

Staff’s witness, employing rates of accrual based upon service life determina- 
tions, made by staff’s engineer, computes a reserve requirement, after charges 
and credits (1950) equal to those estimated by applicants, in the amount of 
$5,550,907 as of the end of 1950, in the amount of $6,634,101 as of the end of 
1951, and in the amount of $7,757,409 as of the end of 1952. The average re- 
serve requirement as computed by staff for 1952 is $7,189,052." 

The differences between applicants and staff thus stem not only from the 
difference in the starting figures for the end of the year 1949, but also from 
the different annual provisions for depreciation, which each computes at different 
accrual or service rates. Thus if to the difference in 1949 starting figures of 
$105,248, supra be added the the sum of the difference for annual provision in 
the amount of $758,693, and an adjustment related to retirement work in progress 
(1950), the resulting amount of $871,332 added to applicants’ estimated reserve 

7 Applicants’ request for a specific finding that the investment in gas plant in service as of 
December 31, 1949, amounted to $38,566,236, is not essential to this decision, would con 
tribute nothing thereto, and is denied. 

In fact, transmission plant 2 percent; general plant-transportation equipment, and 
tools and work equipment, 15 percent ; other general plant 2 percent. 

81 The average of the year-end figures given immediately preceding is $7,195,755. <A foot 
note to staff's computation states that the average reserve balance has been reduced to 
reflect applicants’ estimated completion dates (October 1, 1951 and 1952, respectively). 
for compressor station additions to the 26-inch line, It would appear from a check of the 
annual provision for depreciation, that such a reduction has already been given effect to 
Ilowever, in the absence of any such point being made by applicants, the average of 
$7,189,052 is being used. 
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balance at the end of the year 1952, will yield staff’s corresponding estimated 
1952 reserve requirement.” 

The issues here involved relate to the validity or acceptability, for start- 
ing purposes, of staff’s recomputed reserve requirement as of the end of the 
year 1949 and of staff's accrual rates in determining the amount of the annual 
provision for depreciation.~ 

Applicants’ reserve has been accumulated on the basis of depreciation rates 
which have varied somewhat during their 18 years of existence to the end 
of 1949. During the first full calendar year after operations commenced in 1931, 
a rate of 1 percent was used. During the next three years (1935-35), the rate 
was increased to 2 percent on the Boldman compressor station, and 144 percent 
on the balance of the plant.“ During the next three years (1936-38) the rate 
was again increased to 2% percent in the instance of the Boldman compressor 
station, and to 2 percent for the balance of plant. During the following three 
years (1939-41) depreciation was computed on the basis of the M. c. f. of gas 
sold, Seaboard charging 3.2 cents per M. c. f. with respect to firm gas, 0.8 cents 
per M. c. f. with respect to interruptible, Virginia Gas charging 1.8 cents per 
M. c. f. with respect to firm gas, and 0.45 cents per M. ce. f. with respect to in- 
terruptible. During the next four years (1942-45), depreciation was accrued at 
the rate of 3 percent, and, finally, thence to the end of 1949, at the rate of 2 
percent. 

It is to be noted that the difference between staff’s requirement computed on 
the basis of service lives of 2 percent for land rights and mains, and 2.86 per- 
cent for other transmission property accounts,” as against applicants’ book 
reserve, is less than 2.4 percent at the end of 18 years. 

The Commission’s past decisions are interpreted to require the deduction of 
the reserve requirement in those instances where there is evidence that the 
utility has engaged in haphazard, unreasonable and improper practices in the 
past with respect to the provision for depreciation,” but not where the utility 
has recorder the annual cost thereof on a generally consistent and sound basis. 

In the period, 1933-45, applicants revised their rates at generally regular 
intervals, with a generally upward tendency. Since that period, the lower rate 
of an overall 2 percent has been adopted. Except for the fact that this latter 
overall rate is not in accord with staff's recommended rate and the applicants’ 
end result of 18 years’ accumulation varies in some small percentage from staff's 
recent recomputation, there is no substantial evidence of record that would 
justify a finding and conclusion that applicants have engaged in improper or 
inadequate accounting practices in accumulating the reserve.“ Nor is there 

“Staff would make the following provision: 1950—$1,052,460; 1951—$1,095,569 ; 
1952—$1,147,908 ; for a total of $3,295,937. Applicants would make provision for : 1950 
$805,413 ; 1951—$842,999 ; 1952—S$888,832 : for a total of $2,537,244. 

“In the light of the acceptance herein of staff's method of treating certain additions 
to plant in 1952 for rate-base purposes, no further discussion is necessary to accept staff's 
corresponding adjustment in the accrual, nor for the similar computation as to 1951. 

“Of a total investment in transmission and general plant of approximately $11,000,000 
at this time, approximately 84 percent was in matns 

“Add general plant: 2.86 percent for structures and improvements of $15,057; 6.67 
percent for office furniture and equipment (accumulated balance of $191,346) and 3.33 
percent for communication equipment (accumulated balances of $1,719,518). 

% Interstate Power Co., et al., 2 F. P. C. 71, 82 (1939) ; Hope Natural Gas Co.,3 F. P. C 
150, 168 (1942). 

8? Chicago District Electric Generating Corp., 2 F. P. C. 412, 423 (1941). 

See Cities Service Gas Co., 3 F. P. C. 459, 475 (1943) ; the determination of deprecia 
tion cannot be exact. 
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evidence thac staff’s recomputed reserve any more accurately reflects the accrued 
depreciation in applicants’ properties at the end of 1949 than the book reserve. 
Nevertheless, assuming the validity of staff’s rates for recomputing the reserve, 
it is concluded herein that the ultimate difference in the two results is not mate- 
rial for the purposes of this proceeding.” 

Further, however, it is apparent from the evidence that staff has not offered 
such “reliable, probative and substantial” evidence as would entitle it to prevail 
in its contention as to service lives to be applied in recomputing the reserve 
requirement with respect to pumping station structures, measuring and regu- 
lating station structures, pumping station equipment and measuring and regu- 
lating station equipment. 

Applicants contend for a 50-year service life for each of the foregoing classes 
of property. Their witness testified from a background of personal experience 
and study with respect to the general subject of depreciation and familiarity 
with the property here involved, which was no less convincing than that revealed 
in the instance of staff’s witness. He testified after a recent and comparatively 
thorough examination of applicant’s compressor stations and equipment, in situ; 
an investigation of maintenance policies in force at and with respect to com- 
pressor stations and equipment: and an examination and investigation with 
respect to the larger of applicants’ measuring and regulating stations, including 
one typical of the unattended type. He made a further study of the history 
of property retirements on applicants’ system since 1951. 

Staff’s witness testified to an estimated useful life of 35 years for such classes 
of property, derived from a judgment informed by studies which he had made 
of other natural gas companies, as well as by a study of the history of property 
retirements experienced by applicants and by a more limited examination by 
visitation of certain compressor and measuring and regulating stations, to which 
last experience he gave limited effect in his final judgment. He also testified 
that he considered all causes of depreciation in his conclusion, including not only 
physical expectancy but also obsolescence and changes in the art, though he also 
testified on cross-examination that applicants had no history of unusual retire- 
ments with respect to these classes of property. 

Applicants’ witness testified that applicants’ history of past retirements affect- 
ing such classes of property disclosed that over the 20-year period since appli- 
cants’ operations commenced, there had been a negligible amount of retirements, 
i. e., in the instance of compressor stations, approximately in the ratio of Moth 
of 1 percent of gross additions, occasioned principally by extensions at Gala 
and Boldman compressor stations on the Boldman line.” He further testified, in 
effect, that he had been unable to observe any obsolescence of consequence in 
connection with the history of such classes of property, either on the ground 
or in the records. 

In the instance of the testimony of staff’s witness, the examiner is confronted 
with little more than the bare conclusions of the witness with respect to the 
ultimate determination of the service life involved. His conclusions are not 
sufficiently supported by evidence, despite the fact that these were challenged 
on that very ground in the hearing.” 


*® See Safe Harbor Water Power Corp., 2 F. P. C. 182, 190 (1940). Accepting the book 
reserve in this proceeding will do no violence to the axiom that the determination of the 
annual allowance for depreciation and the accrued depreciation in the properties must be 
consistent (See Canadian River Gas Co., et al., 3 F. P. C. 32, 46 (1942), Cities Service Gas 
Co., 3 F. P. C. 459, 474 (1943) ). 

* Retirements affecting regulating stations during the same 20-year period amounted 
to about 12 percent of gross additions. 

* See Cities Service Gas Co., 3 F. P. C. 459, 476 (1943) wherein a case embracing situa 
tions counterbalancing with that here involved, the Commission rejected 
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Nor did staff’s witness testify that the actual depreciation in the classes of 
property here involved would equal that represented in the recomputed reserve.” 

Nor in the instance of applicants’ witness’ testimony is the situation entirely 
free of flaw. This witness, too, relied to some degree on the experience of other 
companies, in arriving at his own conclusions. He did not directly establish 
the comparability of such experience for the purposes of this case, but such 
experience as he used appears to be related more entirely to that of companies 
of the Charleston group of the Columbia system with which group applicants 
are operationally associated and integrated. This latter circumstance would be 
deemed sufficient, therefore, to create the basis for a proper inference of prima 
facie comparability. The witness also testified that many units of such com- 
pressor station equipment on United’s system (Charleston group) have already 
lived 42 years and are in good operating condition without distinguishing in 
any respect, however, between average and ultimate life. Nevertheless, on the 
whole, applicants’ witness’ testimony supports applicants’ contentions that 35 
years of service life, as proposed by staff in this proceeding, does not adequately 
reflect applicants’ experience factors. Accordingly, it is found and concluded that 
applicants have discharged their burden of proof in this proceeding with respect 
to establishing the adequacy of their book reserves as of the end of 1949. For 
the purposes of this proceeding the reserve of $6,018,951, estimated to be booked 
as of December 31, 1951, will be accepted as an adequate reserve for the beginning 
of the test year, 1952." 

Working capital.—Applicants estimate their working capital requirements to 
total $717,131 for 1952, including average materials and supplies, cash require- 
ments and certain prepaid accounts consisting mainly of insurance. Staff esti- 
mates total working capital requirements for the same year to be $688,000, 
accepting applicants’ average for materials and supplies of $490,000, but arriving 
at a separate calculation for cash requirements because of the difference between 
estimated operating expenses, as computed by applicants and by staff, and 
making no allowance for prepaid accounts.” 

The intervener, Arlington, contends that the evidence demonstrates that ap- 
plicants have on hand sufficient cash from tax accruals that may be considered 
available for cash working capital requirements and should have no working 
capital represented in the rate base. This contention is not supported by the 
evidence.” 

Applying the fraction 14% (representing a 45 day lag) to cash operating expenses 
consisting of production expenses (credit), purchased gas expense, transmission 
expenses, and administrative and general expenses, as determined in this decision, 
the allowance for cash working capital is the amount of $202,161. 

Prepaid items which applicants propose be included as working capital consist 
of an estimated $9,000, covering prepaid insurance, taxes (approximately $500) 


and payments to the West Virginia workmen’s compensation fund (also approx- 


“Tle merely testified on cross-examination that his rates were intended to be applied to 
Such classes of property back to inception. Compare, Interstate Power Co., et al., 2 F 
P. C. 71, 82 (1939). 

*% Assuming an adjustment evident for the beginning of 1951 applies to later balances. 

™ Staff's witness’ estimate of cash working capital, originally $198,000, would be in 
creased to $205,000, because of subsequent adjustments affecting another witness’ adjust- 
ment of operating labor expense ; applicants’ witness’ estimate of cash working capital was 
$218,131. 

“It is to be noted that such taxes have to be paid from time to time in unequal amounts 
under the Revenue Act of 1950, whereas cash working capital requirements are, pre 
sumptively, continuous at the level computed. 
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imately $500). Applicants’ witness testified that these amounts are not included 
in the operating expense to which the th factor is applied, while staff's 
witness testified that the actual average lag between the payment of expenses 
and the receipt of revenue is much less than 45 days and that applicants would 
also have available large amounts of cash collected in advance for Federal income 
taxes and property taxes, which would provide additional cash for prepaid 
items and minimum bank balances. The latter part of this testimony has not 
been controverted, and the only conclusion possible on the evidence is that 










applicants will thus have sufficient funds on hand to meet such prepayments. 
Accordingly, the prepayments will not be included in working capital. 

The amount of working capital adopted for inclusion in the rate base, there- 
fore, totals: 
















Average materials and supplies____-- 
Cash working capital__.._.___---- 


$490, 000 
202, 161 


692, 161 





Summary.—On the basis of the foregoing findings and conclusions, the rate 
base becomes: 





Average plant in service : $42, 684, 147 
Less: Average depreciation reserve *_ las Sedat 5 6, 580, 605 


36, 103, 542 
Add: Working capital ni nivel ; 692, 161 









36, 795, 703 


Less: Contributions in aid of construction- puck ; 239, 499 











36, 556, 204 






Total rate base, 1952 












Giving 





effect to applicants’ estimated charges of $29,700 and net salvage (credit) of 


$5,100 1952 











financial data 
relative to interest rates and trend of bond yields (industrials, railroads, public 


Rate of return and return.—The evidence of record includes: 


utilities, and United States Treasury Bonds); a description of outstanding 







securities of 87 natural gas companies (including applicants) reporting to the 
Commission; data as to the price and yields of bonds of natural gas pipeline 


»~ 


companies offered to the public during the period 1935 to September, 1950; 








similar data with respect to preferred stocks of such companies, issued during 
the period 1936 to June, 1950; data as to earnings-price ratios and cost of finane- 
ing with respect to common stocks offered to the public by such gas companies 
during the period 1935 to September, 1950, particularly with respect to the seven 












natural gas pipeline companies, included in the foregoing S87 natural gas com- 
panies, having stocks traded on a recognized exchange; data with respect to the 
capitalization of the aforesaid 7 natural gas companies and the Columbia Gas 
System, Inc.; data with respect to the cost of outstanding long-term debt to 
said System, earnings-price ratios, yields and payout on the common stock of 
the System by years 1940449, and by months during 1950; as well as other data 
pertinent to the subject of rate of return. Upon due consideration of such evi- 
dence, it is found and concluded that 6 percent would represent a fair and 
reasonable rate of return to applicants for the purposes of this case. 

This rate of return, applied to the rate base of $36,556,204, supra, produces the 
amount of $2,193,372 as the required return for the test year. 
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Total cost of service.—The preceding allowances for various elements entering 
into the estimated total cost of service summarize as follows: 


Natural gas production expense $14, GSS, 953 
Transmission expenses 1,370, 478 
Other revenues (credit) (75, 106) 
Administrative and general expenses 393, 368 
Depreciation expense 1,119, 917 
Taxes 1, 416, 004 
Return_ . 2, 193, 372 

Total cost of service, 1952 ©1. 106, 986 

RATES 


Applicants propose a two-part demand-commodity type of rate substantially 
on the ground that a demand charge, founded on the proper allocation of fixed 
eost to demand, will divide the cost of rendering service among ultimate con 
sumers on a more equitable basis, and that such a rate form will encourage the 
establishment of high load factors by customers which allegedly are economically 
desirable. 

All rate forms recommended by experts in this proceeding have a demand 
commodity form of rate, the intervener Washington (infra), opposing, however, 
the use thereof without provision for an adjustment based upon an alleged dif 
ference in cost between business established prior to the 1949-50 expansion of 
applicants’ facilities, and new business, for which, allegedly, the expansion took 
place.” 

The evidence discloses, moreover, that applicants’ customers have differing 
service requirements, including differences in demands, a substantial divergence 
in load factors, and different costs associated with these differences in service 
requirement characteristics. 

Under the circumstances here in evidence, it is apparent that a flat commodity 
rate would be inappropriate and inequitable, and that a two-part demand-com 
modity rate is justified and required for the purpose of achieving a fair, reason 
able and equitable distribution of costs of service among applicants’ several 


customers, who manifestly possess differing service requirements. 
illocation to demand and commodity 


Cost of gas purchased.—Applicants’ witness classified a portion of the cost of 
zas purchased as demand and commodity costs, respectively, and all other produc 
tion expenses as a commodity cost. Staff's witness did likewise. Washington’s 
Witness classified all such expenses as a commodity cost. Applicants’ witness 
made his classifications of the cost of gas purchased in amounts equal to the re 
spective charges, demand and commodity, paid by Seaboard for gas purchased 
Staff’s witness made a similar allocation after adjustments of the character de 
scribed under the discussion relating to such costs, supra. Washington's wit 


® The intervener Arlington considers a two-p 





rate as giving only a specious appear 
ance of accuracy in the allocation of costs in this proceeding. The evidence, however, does 
hot support this view. 

In this connection it must be observed that applicants’ system, in the test year, will be 
operating at a load factor of approximately 50 percent. 

® Washington's witness’ allocations (classification) of costs as demand and commodity 
costs are in agreement with staff’s witness’ classifications except for gas purchased cost 
infra. 
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ness, on the contrary, adopted the theory that, because of various factors to 
which he testified, Seaboard’s purchased gas demands at Cobb were largely 
within Seaboard’s control, implying thereby that Seaboard’s purchases at Cobb 
could be regulated so as to approach a load factor which would approximate a 
straight commodity rate. The evidence discloses, however, that Seaboard’s 
purchases of gas at Cobb during 1952 will be at approximately a 51 percent annual 
load factor, with no substantial difference resulting from Washington’s adjust- 
ments for peak day redispatching. The evidence, in this respect particularly, does 
not sustain the allocation proposed by Washington and does sustain an allocation 
in accord with charges actually paid by Seaboard. Accordingly, of the total cost 
of gas purchased $2,691,547 will be classified as a demand cost, and $12,144,718 as 
a commodity cost. All other gas production expenses will be allocated as a com- 
modity cost. 

Purchased gas expense——Both applicants’ witness and staff’s classified this 
item as a commodity cost. 

There is no issue with respect to the classification of this expense as a com- 
modity cost. 

Supervision and engineering.—Applicants’ witness classified both operation 
and maintenance expense as a demand cost, on the theory that demand cost 
embraces those items of cost which must be incurred in order to maintain ap- 
plicants’ system’s capacity to supply peak demand and which, allegedly, will be 
incurred whether that capacity is or is not being fully used at any particular 
time. He testified that supervisory and engineering personnel are necessary 
whether any gas is transported and that the size of a supervisory and engineering 
staff is based upon the size of plant required to meet the maximum demands 
of customers, staff time and expense not varying with the commodity trans- 
ported. 

Staff's witness classified 26 percent of supervision and engineering operation 
expense and the same percent of maintenance expense, as a demand cost, and 
the remainder, in each instance, as a commodity cost. He testified that there 
was a direct association of supervision and engineering expense with other opera- 
tion and maintenance labor and supplies and expenses and that this justified an 
apportionment in the ratio of the allocation of all other expense to demand or 
commodity classifications to the total of all such other expenses, omitting in the 
computation of the operation expense ratio pumping station operation supplies 
and expenses. 

While applicants’ witness estimated the total of supervision and engineering 
operation and maintenance labor on the basis of personnel employed in 1950, 
plus estimated subsequent additions thereto, it appears from the evidence that 
supervision labor entails supervision of operations, work, and the shifting of 
maintenance crews, and it also appears that the Boldman compressor station 
supervision operation expense is based in part upon a ratio of direct expenses 
pertaining to certain compressor stations of the Charleston group of the Columbia 
system. In addition, staff's witness’ testimony that supervision and engineering 
labor and expenses are directly related to supervised labor is supported by the 
fact that the ratios of supervision and engineering operation and maintenance 
expense (total) 1948-52 (actual and estimated) to total operation and mainte- 


nance expenses, less pumping station supplies and expenses, appear to be rela- 
tively much more consistent over the period than the ratios of such expenses to 
plant. 


*® This position is related to other testimony that United purchases gas from Tennessee 
at approximately 100 percent load factor. 
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Staff’s witness’ method of allocation of supervision and engineering, appearing 
to be reasonable and to be supported by the evidence to a more convincing degree 
than applicants’, will therefore be adopted for the purposes of this decision. 

Pumping station—excpenses—Applicants’ witness classified pumping station 
operation labor as a demand cost, staff's witness as a commodity cost. 

Applicants’ witness’ testimony was that compressor station labor represented 
personnel required when demands are made by customers for their require- 
ments * which did not vary with volumes transported. The witness testified that 
the total time of compressor station personnel is devoted to operation or main- 
tenance, that such personnel perform duties connected with compressor stations 
only, and remain the same in number at such stations throughout the year, except 
for the addition of personnel in the summertime to release the more efficient 
employees for required maintenance work. 

Staff's witness testified that applicants’ records revealed that pumping station 
operation labor varied “almost entirely with the volumes of gas sold” particularly 
in the Summer months when, with respect to four of five compressor stations, 
35.06 percent of annual operation labor expense is incurred as against 35.52 per- 
cent of the annual volumes of gas sold. He gave no consideration as to whether 
employees were hired on an annual or hourly basis and was concerned only with 
how much money was charged for such labor in various months, considering that 
when the employee was not used on operations his time would be charged to other 
accounts. 

Staff’s witness testified on cross-examination, however, that Compressor station 
capacity was directly associated with peak day requirements, that applicants had 
to have compressor stations in readiness to meet demands for large quantities 
of gas, and that such readiness required a certain amount of labor on the job; 
and, in effect, that during winter operations labor would be determined more 
by the factor of readiness to serve. He would not deny that Station B, intended 
to be constructed by applicants on the Cobb line for use in 1952, was being con- 
structed primarily to meet the peak loads of the winter, 1951-52. He also testi 
fied that compressor stations, added to the Boldman line since its first operation, 
had been needed in order to meet increased peak day requirements, as well as 
increased annual volumes. It is observed, moreover, that actual pumping station 
operation labor costs per M. ¢. f. of gas sold for all stations fluctuated from 
0.97 cent per M. ¢. f. in January, 1949, to 1.41 cents per M. ¢. f. in July of that 
year. This, and other such ratios, appears to be in substantial conflict with the 
witness’ judgment upon which he based his allocation of this expense 100 percent 
to commodity. It appears from the evidence, therefore, that a substantial part 
of this labor is probably related to demand. 

On the other hand, applicants’ witness testified that charges for compressor 
station labor at Boldman were more uniform throughout the year, as that station 
pumped gas every day as a sort of field station at the beginning of the Boldman 
line. His testimony also implies that Gala or Bickers compressor stations pump 
up this same gas again before reaching markets. This would seem to demonstrate 
that a substantial portion of operation labor costs at two of applicants’ stations 
might be expected to be proportionate to volumes pumped, with estimated 1952 
operation labor costs at one of these (Boldman) totalling approximately 49 per- 
cent of such costs for all compressor stations. 

It appears from the foregoing that applicants’ witness has not satisfactorily 
proven on the evidence as a whole that pumping station labor costs should be 


?The size of the operating personnel depending upon the size of the station, the latter 
being built to supply the maximum demands of customers, which, on the basis of the past 
10 years experience, may occur in December, January, February or March. 
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classified 100 percent as demand costs. There is expert testimony in the case 
justifying the classification of costs evenly between demand and commodity when 
both demand and commodity elements are present in substantial measure. Ac- 
cordingly, these expenses will be classified one-half as demand costs and one-half 
as commodity costs. 

30th witnesses classified pumping station operation supplies and expenses as 
a commodity cost. 

Applicants’ witness classified all of pumping station structure maintenance 
expense as a demand cost, while staff's witness has classified such expense one- 
half as demand and one-half as a commodity cost. Applicants’ witness testified 
that this expense was related more to the size of the plant. It appears from the 
evidence that this expense, in the months of 1949, had no relation to volumes of 
gas handled. As there is no evidence in the record showing upon what basis 
staff's witness found that there was a commodity element involved in this expense, 
it will be classified as a demand cost. 

30th witnesses classified pumping station equipment maintenance expense 
as a commodity cost. 

Measuring and regulating station exrpenses.—Applicants’ witness classified 
operation labor and supplies and expenses, structure maintenance, and equip- 
ment maintenance as a demand cost respectively, on the ground that the opera- 
tion and maintenance involved did not vary with the volumes of gas measured 
or sold.” Staff's witness classified each such expense, one-half as a demand 
cost and one-half as a commodity cost. While it is obvious that staff’s witness 
considered that both demand and commodity elements in substantial measure 
are present in each of the foregoing accounts, there is insufficient testimony to 
support this judgment determination. The evidence is that attendance labor 
at the so-called unattended measuring and regulating stations is dependent 
upon the type of clock installed (24-hour or 7-day), that the labor cost at the 
attended stations does not vary with the load, that charts and ink, forming the 
principal basis for the charges for operation supplies and expenses, would not 
be proportional to the volume of gas méasured, nor the expense of maintenance 
of the station structure. 

These costs, therefore, seem to have predominant demand characteristics and, 
accordingly, will be classified as demand costs. 

Transmission mains, maps and records, and other structures.—Applicants’ 
witness classified these expenses ? as demand costs, staff’s witness as one-half 
demand and one-half commodity costs. 

Mains labor includes the labor of linewalkers, roustabouts, pressure operators, 
laborers, and welders. The principal items of cost are those related to the 
cutting of rights-of-way, linewalking for the detection of leaks, inspection of 
valves, and the reporting of line pressures hourly throughout the year to the 
Charleston Group dispatcher. Supplies and expenses are related to the total 
cost of operation labor. Applicants’ witness testified, in effect, that these 
items, further, were related to plant size and did not vary with the day-to-day 
volumes of gas transported. 

Staff’s witness’ allocation implies, in connection with his general testimony 
as to allocation principles, that there is involved in these expenses both demand 
and commodity aspects in substantial measure and that neither predominates. 


2 Applicants’ witness distinguished between his classification of pumping station equip- 
ment maintenance and measuring and regulating equipment maintenance on the ground of 
the difference of the structure of the equipment involved, testifying that the latter 
equipment would have to be maintained whether used or not. 

3 Transmission mains operation and maintenance; transmission mains supplies and ex- 
penses ; transmission maps and recors ; other transmission system structures maintenance. 
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However, it appears that this witness estimated mains operation and mainte- 
nance expenses for the Cobb line (supra) by using similar annual expenses 
for the Boldman line on a pro rata mileage basis, and that, unless on an annual 
basis, these costs would not vary in proportion to the volumes of gas transported. 
The witness, moreover, testified, in effect, that in his investigation of the opera- 
tion of the Boldman line he was unable to detect any relationship between 
mains operation and maintenance expense and the amount of gas delivered 
through the line. He also testified, on cross-examination, that maintenance ex- 
penses are related to length of line, type of terrain and soil, max. day pres- 
sures, and the time element, more than to the amount of gas delivered. 

The evidence does not support sta‘f’s witness’ judgment that expenses vary 
with respect to volumes in the four accounts here involved, in such degree that 
the capacity (demand) factor is not predominant. These expenses are, there- 
fore, here classified as demand expenses. 

Viscellaneous.—These items (transmission and compression of gas by others, 
and rents), are classified as demand costs by applicants, and as one-half demand 
and one-half commodity costs by staff. 

The expense of transmission and compression of gas by others relates princi- 
pally to a charge of 1 cent made against Seaboard by United at the Boldman 
station, in respect to gas received at United’s Beaver Creek compressor station 
and thence transported through some ten miles of line to Seaboard’s Boldman 
line. The charge is incurred only on max. or peak days when the gas has to 
be compressed at Beaver Creek. This cost varies with the volume of gas de- 
livered thereby, but on a peak day. Stafi’s witness has recognized both demand 
and commodity aspects in this transaction, which is all that the evidence sup- 
ports. This expense will, accordingly, be classified as one-half a demand and 
one-half a commodity cost. 

The account for rents represents, in major portion, rent for structures or 
buildings necessary to operate the line. Applicants’ witness testified that there 
may be some part of the total amount that could be classed as possessing a 
commodity element. In view of this fact, and in the absence of appropriate 
segregation, staff’s witness’ classification of rents, one-half as a demand cost 
and one-half as a commodity cost, appears just, and will be adopted. 

Other revenues—credit.—Both applicants’ witness and staff’s witness clas- 
sified their respective estimated other revenues, one-half to demand and one- 
half to commodity. Thus, there is no issue with respect to the classification 
of this credit. 

Administrative and general.—Applicants’ witness classified administrative and 
general expenses in the ratio of transmission direct labor costs previously classi- 
fied. Staff's witness classified on the basis of the ratio of the total of directly 
classified (allocated) expenses to the total cost, except that duplicate charges 
credit, cost of gas purchased, and pumping station operation supplies and ex- 
penses, were excluded before the ratios were taken—the theory being that ad- 
ministrative and general expense has approximately a direct association with 
the remaining expenses included in the computation of the ratio. 

A ratio computed according to applicants’ method will give a higher alloca- 
tion to the demand element, but staff's witness has testified, without contra- 
diction, that administrative and general expense has approximately a direct 
association with all of the expenses entering into his ratio, and it appears reason- 
able, on the evidence in this proceeding, to include suplies and expenses (other 
than those related to compressor station operation) in addition to direct labor 
costs. Accordingly, a ratio computed in the manner testified to by staff’s witness 
will be employed in this classification of cost as between demand and commodity 
classifications. 


304039—57——-36 
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Depreciation.—Applicants’ witness classified 94 percent of this expense to 
demand, staff's witness divided it evenly between demand and commodity. 

The depreciation allowance in this case has, to a principal degree, been de- 
termined on the basis of an estimate as to the probable future availability of 
natural gas to the Columbia system. To classify depreciation as a fixed cost 
would make inadequate provision for the equitable sharing of the expense by the 
volume user. Here, the principal contributing factor to the functional phase of 
depreciation is the volume, not the demand, customer, although demands leading 
to low load factor operations create the necessity of resort to off-peak sales 
as a method of reducing demand costs and thus contribute to the volume con- 
sumed and, presumptively, to a shortening of the life of the enterprise. In all, 
it seems equitable to allocate this cost, as an exception, one-half as a demand 
and one-half as a commodity cost. 

Tazves—other than income.—Taxes other than income taxes, viz., social security, 
eapital stock, franchise and license, and property taxes, have been classified by 
applicants’ witness as demand costs, except that one-half of the capital stock 
tax has been classified as a commodity cost. The latter classification represents 
a very small portion of the total of this group of taxes. 

Staff’s witness has allocated all taxes, including those immediately at issue, 
as one-half demand and one-half commodity costs, on the ground that the taxes 
are related to facilities that are used throughout the year and not just on the 
peak day. These taxes, however, represent fixed costs. On the basis of prior 
decisions of the Commission, sustained by the courts, in which the criterion has 
been to classify fixed and variable costs as costs associated with demand and 
volume, respectively, taxes other than income taxes will here be classified as 
demand costs, except that the capital stock tax will be classified as both witnesses 
have, equally between demand and commodity. 

Income tazes and return.—Both applicants’ witness and staff’s witness clas- 
sify income taxes and return, in each instunce, one-half as a demand cost and 
one-half as a commodity cost. There is no issue with respect to the classifica- 
tion of these costs. 

Methods.—Commission’s staff's witness testified that, in allocating the various 
items he recognized demand costs as those costs related to the demands of 
customers at the time of peak service, and commodity costs as those which are 
assignable on a straight volume basis. As applied by the witness with respect to 
the 50-50 allocation of expenses relating to measuring and regulating station 
structure and equipment maintenance, mains operation and maintenance, de- 
preciation, and property taxes, however, his criterion as to the identification of 
the presence of a commodity characteristic becomes one based upon annual “uti- 
lization”, or the delivery of annual volumes, which criterion he supports by the 
concept that “a pipeline is built (designed) to render service every day of the 
year and not just on the peak day.” He admitted, in effect, however, that under 
his “criterion” the selection of a 50-50 division of expenses, or a 75-25 or 60-40 
division was a simple matter of individual judgment, and so controlling was this 
concept that the 50-50 allocation was applied by him even where he was unable 
to find any relation, in fact, between expenses and the amount of gas delivered, 
Thus the witness has, in effect, expanded the “exceptions” to an allocation on 
the basis of fixed and variable costs which have been recognized in earlier Com- 
mission cases, in respect, specifically, to the allocation of depreciation, return and 
income taxes, so as to embrace herein, according to his method, almost all of 
operation and maintenance expenses.‘ In fact, he testified that he could give 


*As previously indicated herein, except for the classification of the cost of gas pur- 
chased, the testimony of Washington's witness as to allocation is based upon essentially 
the same method and leads to the same end as staff’s witness. 
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ATLANTIC SEABOARD CORP., ET AL. 
no illustration of an expense that was allocable only to demand. It is obvious that 
this method of allocation goes considerably beyond that applied by the Commis- 
sion in Mississippi River Fuel Corp., et al.” and has no apparent significant sim- 
ilarity to the body of allocation principles employed by the Commission in its past 
decisions. As testified to in this proceeding, staff's witness’ criteria offer no 
standard for allocation in its “adjudicatory” aspects, and its acceptance would 
relate almost entirely to the field of “policy”. 

Accordingly, it is found and concluded that, substantially, the validity of 
staff’s witness’ method of allocation is not supported by precedent, or proven 
in the evidence. 


Summary— 


Allocation of total cost of service—-The foregoing findings and conclusions, 
with respect to the classification of expenses as demand and commodity costs, 
respectively, summarize as follows: 


Demand Commod- 








ity Total 
NATURAL GAS PRODUCTION EXPENSE 
Miscellaneous 
Duplicate charges (credit $148, 791 $148, 791) 
Other production expenses 
Gas purchased } $2,691,547 | 12,144,718 | 14, 836, 265 
IN BP IN, conics catiguaiteuhsnbdudnwduwswiaibubenaeadein eames ‘ 1,479 1,479 
} 
TRANSMISSION EXPENSES | 
Operation 
Supervision and engineering 59, 622 18, 112 77, 734 
Pumping station labor 124, 448 124, 448 248, 896 
Measuring and regulating station labor 59, 265 59, 265 
Pumping station supplies and expenses 394, 319 394, 319 
Measuring and regulating station supplies and expenses 10, 006 10, 006 
Mains labor 164, 219 164, 219 
Mains supplies and expenses 41, 101 41,101 
Maps and records 11, 018 |. 11, 018 
MAINTENANCE 
Supervision and engineering - 23, 886 50, 82% 
Pumping station structures. } 10, 55: 
Measuring and regulating station structures l, 
Other transmission system structures - 
Mains " 120, 
Pumping station equipment 130, 786 130, 
Measuring and regulating station equipment 13, 
Miscellaneous 17, 435 34, 
Other revenues (credit (37, 553) (75, 
Administrative and general 135, 319 393, 
Depreciation : 559, 959 1, 119, 
l'axes—other than income 5 1,014 427, 
raxes—income 494, 420 494, 430 QRS, 
Return... ‘ee _| 1,096, 686 1, 096, 686 2, 193, 372 
Total... oeae . . ..| 6,150,739 | 14,956,247 | 21, 106, 986 


Allocations to firm customers.—The foregoing allocations to demand and com- 
modity, on the basis of total cost of service, include cost of service for appli- 
cants’ interruptible service to Manufacturers for Lukens; to Virginia Gas Dis- 
tribution with respect to ultimate sales to Celanese Corp. of America (West 
Virginia) ; to West Virginia Pulp and Paper Co. (Virginia) and to Strasburg 
Lime Co. (Virginia) .° 

Except for staff's proposed B. t. u. adjustment, and further proposal to place 
sales for West Virginia Pulp and Paper Co. on the same basis as Lukens sales, 
applicants’ interruptible rates are not at issue. 


S4F. P. C. 340, 354 (1945). 


®*The sales by applicants being subject to the jurisdiction of the Commission, supra. 
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Total cost of service ($21,106,986, supra) will be covered in part, therefore, by 
revenues which applicants will receive from such interruptibles. As there is 
no evidence of record that revenues estimated to be received in connection with 
interruptible sales’ will not cover the cost of rendering interruptible service 
on the basis of a 6 percent return,” the amounts of such revenues are appro- 
priately deductible from the total cost of service, to obtain costs with respect to 
which applicants are entitled to look to other customers (firm) for further 
revenue. As the revenues here involved are obtained from sales which are, as 
a matter of right, interruptible, these should be deducted from the above costs 
which have been classified as commodity costs. Accordingly, the resulting cost 


of service to be borne by Applicants’ firm customers is : 


Demand costs___- , ee $6, 150, 739 
Commodity costs : 
Total commodity costs $14, 956, 247 


Less: 


Revenues from interruptibles ! 1, 3867, T95 13, 588, 452 


$19, 739, 191 

1 Estimated 1952 revenues from interruptibles (infra) : 

West Virginia Pulp and Paper Co a $519, 339 
Celanese Corp. of America — ee 109, 141 
Strasburg Lime Co j . i 40, 388 
Lukens__~— . ‘ , . ni 698, 927 
1, 367, 795 

Washington's proposed adjustments.—(a) Base quantity “stopper” adjustment. 

(b) Allocation according to future utilization. 

The intervener Washington presented two witnesses who testified with respect 
to modification of applicants’ proposed uniform two-part rate, one of whom 
testified directly with respect thereto, the other principally to cost of service 
matters in support of such modification. 

The first of these witnesses testified to a modification that would introduce 
into a two-part uniform rate a 1949 base quantity “stopper” adjustment for the 
purpose of taking into account an alleged difference between (a) cost of gas 
to be provided by applicants’ integrated new and old facilities and (b) the cost 
of 1949 quantities which were provided by applicants’ then existing facilities. 

The latter of these witnesses, in addition to testifying to matters in support 
of the foregoing modification, also testified as to a method of allocating cost 
of service between Washington and applicants’ other customers for the years 
1951 and 1952, during which years, allegedly, the new facilities would be under- 
going a development period, which method would involve allocating to Washing- 
ton transmission net investment costs on the basis of a so-called 1954 indicated 
use of facilities,’ and other costs on the basis of a proportion of current year 
operations. 

The first witness based his recommendation upon the premise that, during the 
development period of the new facilities, additional costs embraced in a fixed 
charge portion of aplicants’ proposed rate would impose on old customers’ cost 


not in proportion to their use of new facilities. He supplemented this premise 


7 As revised with respect to West Virginia Pulp and Paper Co., infra, and as adjusted 
for heat content in each instance, also infra. 

8 The evidence is that revenues from sales to Manufacturers, for resale to Lukens, more 
than cover the cost to applicants of rendering that service. 

1954 was assumed as the year in which the new facilities, consisting of the Cobb line, 
would be fully powered and operating at capacity. 
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by testifying that present consumers of an old customer such as Washington 
would, accordingly, be unjustly required to pay for a “second round” of 
development costs.”® 

On the other hand, the cost of service witness testified that the large increase 
in applicants’ investment, incident to the construction in 1949-50 on the Cobb 
line, was related principally to the increase in volume of business resulting from 
the attachment of Baltimore, Commonwealth, and other new customers,” and 
that an equitable allocation of cost of service would take into consideration the 
purpose for which such additional property was constructed (“reserved” or 
“committed”) and would in this respect include, as to Washington, Washington’s 
portion only of the net investment used, or in “reserve” for use, for service to 
Washington. 

Each witness supported his respective recommendation, in part, by various 
comparisons respecting the effect of Washington’s present rate as against the 
estimated future effect of applicants’ proposed rate. Thus, in part, the witness 
recommending the base quantity “stopper” adjustment, testified that while in 
1949 sales to Washington constituted 82.5 percent of applicants’ total sales to dis- 
tribution companies, it was expected that commencing with 1950 this proportion 
would drop to an estimated 51.2 percent, and by 1952 to an estimated 37.5 percent, 
that during the three-year period, 1950-52, Washington’s estimated portion of 
applicants’ new sales would approximate but 20 percent of total new sales to all 


customers; and that whereas Washington, having paid approximately 32.65 cents 
per M. ec. f. for gas in 1949 under applicants’ proposed rates, would be paying an 
average of 35.74 cents per M. c. f. during 1951-52, and would be paying, by 1952, 
for natural gas required to meet growth since 1949 (so-called “new,” i. e., addi- 
tional gas), an average rate of 41.1 cents per M. c. f. (4.62 cents per therm), as 
compared with 30.8 cents per M. c. f. (2.85 cents per therm) for “new” gas in 
the instance of other old and new customers, including firm and interruptible. 
The witness, supporting the proposed cost of service allocation according to 
future utilization, testified, also in part, not only to comparative utilization along 
lines similar to that testified to by the witness recommending the base quantity 
“stopper” adjustment, but to emphasize that as a result of applicants’ proposed 
rates M. c. f. sales to Washington per dollar of average net investment, allocated 
to Washington on the basis of assumed 1954 utilization, would be considerably 
higher in 1950, 1951, and even 1952, than for other customers and that applicants’ 
proposed rates would result in Washington paying an increase of as much as 
$2,041,000 * for its estimated 1952 requirements as compared with such require 
ments priced at the cumulative average rate paid by Washington for natural gas 
over the ten years, 1940—49, i. e., 2.91 cents per therm. 

In addition to Washington, other customers on applicants’ system in 1949 included: 
Amere, Virginia Gas Distribution, Lynchburg and the relatively minor customers, Maryland 
Gas, and Maryland Counties. 

1 Including in addition : Cumberland, Roanoke and Charlottesville. 

2Composed of $637,000 cost of purchasing additional M. c. f. to make up for a drop in 
Bb. t. u. content from 1140 B. t. u. (experienced 1940-49) to 1050 B. t. u. (estimated average 
of gas to be delivered to Washington, 1952), plus $633,000 cost of gas purchased on peak 
(assuming no peak shaving by Washington), plus $665,000 increase in rate schedule, plus 
an amount of $106,000 so-called correction for pressure base adjustment. The item for 
peak shaving was included, according to the witness, because Washington has not peak 
shaved in the past, and the intent was to show the “true effect’? on Washington if oper- 
ating conditions in the future were the same as in each of the years since Washington 
“converted” to natural gas. However, in view of the 1943 price modification to the 1937 
contract between Seaboard and Washington, to compensate for Seaboard’s inability to 
deliver, under the given circumstances, all of Washington's requirements, the propriety of 
using the 2.91 cent rate for comparative purposes in this manner is not free from question. 


530 FEDERAL POWER COMMISSION 


While the two proposed adjustments necessarily reflect the respective witness’ 
version of causes for the foregoing testified-to results of applying applicants’ 
proposed rates to Washington, it is to be observed, in general connection with a 
two-part rate, that Washington possesses, and expects to possess for at least 
the next few years, a load factor significantly lower than either Baltimore’s or 
Commonwealth’s. 

The base quantity “stopper” adjustment.—On the basis of system unit demand 
and commodity costs developed by Washington in its exhibit 33 (schedule C)” 
increased to offset the effect of the subsequent adjustment (base quantity “stop 
per”), the witness proposed for illustrative purposes the use of a basic system 
rate of 7 cents per therm of maximum daily demand and 2.6 cents per therm 
commodity. 

The adjustment or “stopper” would be determined in amount by first applying 
to actual 1949 customer demands, and to 1949 “normalized” monthly quantities, 
a computed 1949 cost of service charge embracing a 6.08 cents per therm demand 
and a 2.41 cents per therm commodity component." Obtaining from the basic 
rate (7 cents demand and 2.6 cents commodity, supra), and from the customer's 
current demands and volumes, the customer’s current average cost of gas on a 
volumetric basis, then the current cost of a volume of gas equivalent to the 
customer’s 1949 normalized volumes, the witness would then adjust the old 
customer’s gross bill by deducting the excess of this current cost of 1949 normal- 
ized volumes (the base quantity) above the cost thereof computed on the basis 
of 1949 adjusted cost of service (the “stopper” ). 

The proposed bill as to old customers would thus purport to be made up of 
two parts: (1) that part which, based on the basic rate of 7 cents per therm de- 
mand and 2.06 cents per therm commodity, would yield the gross bill covering 
the use of all facilities, old and new, and (2) that part which, consisting of the 
“stopper” adjustment, would eliminate what the witness considers as an over- 
charge for present use of old facilities.” 

The foregoing recommended rate and adjustment are, however, proposed as 
a temporary arrangement, it being supposed by the witness that at the end of 
the development period, after the new facilities are at full utilization (4 or 5 
years), and incremental costs associated therewith have fallen, the adjustment 
would be reviewed for the purpose of elimination and that all customers would 
thereafter be billed on the same rate uniformly. 

The other parties to the proceeding who expressed views on the matter are 


generally opposed to the base quantity “stopper” provision. The applicants are 
opposed on a number of grounds,” staff counsel on the general ground that the 


13 For 1951 these were: 6.6 cents per therm demand, 2.57 cents per therm commodity. 
Compare 1952, 5.63 cents per therm demand and 2.56 cents per therm commodity. 

4 He computed total cost of service to Washington and other firm customers by allo- 
cating total cost of gas purchased (less revenues from sales to interruptibles) to the com- 
modity element and transmission costs to demand and commodity, in accordance with the 
general method of allocation employed by staff. He apportioned resulting demand and 
commodity costs between Washington, and other 1949 firm customers, in the ratio of re 
spective demands and annual quantities, obtaining a cost of service to Washington (as 
well as to other firm customers) for 1949, of 6.08 cents per therm demand and 2.41 cents 
per therm commodity. Later in his testimony he conceded that 1949 costs should be 
“normalized,” i. e., increased to reflect 1951 tax rates, changes in wage rates, cost of gas 
purchased, ete. 

% Bach of the old customers, supra, would have its respective “stopper.” 

1% Including a contention that the recommendation is contrary to regulatory precedent 
and decisions of this Commission, citing Jn the Matter of Hope Natural Gas Co., 3 F. P.C 
150, 190; In the Matter of Trunkline Gas Supply Co., 8 F. P. C. 250; In the Matter of 
Michigan-Wisconsin Pipe Line Co., 9 F. P. C. 127; and various state commission and court 
decisions (main brief, pp. 168-172). 
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proposal is contrary to decisions of this Commission,” the intervener Baltimore, 
on the general ground that the adjustment would be uncertain, complex and 
impracticable,“ and other interveners on the ground of its adverse monetary 
effect as to the specific intervener, or because the proposal is allegedly contrary 
to rate making principles assertedly adopted by this Commission,” or presents 
aspects confusing and theoretically incorrect.” 

Washington, in its main brief, recommends the use of different rates from 
those proposed by the witness with respect to both the computation of the 
gross bill and the computation of the base quantity “stopper” amount. 

For the gross bill computation Washington now recommends a rate of 5.5 cents 
per therm demand and 2.6 cents per therm commodity, the former (5.5 cents) 
in lieu of the witness’ 7.0 cents per therm demand rate. The derivation of the 
new proposed demand rate is not directly explained, but it is observed that 
Washington has recomputed on a basis comparable with its earlier computation 
(exhibit 33, schedule C) a 1952 cost of service rate for applicants’ firm and 
interruptible sales (other than Lukens) from which it derives a demand com- 
ponent of 5.19 cents per therm and a commodity component of 2.54 cents per therm 
(main brief, App. VI, pp. 1 and 2)." It may be assumed, for the purposes of 
this decision, that the now proposed rate of 5.5 cents per therm demand and 
2.6 cents per therm commodity is derived from the new cost of service rates 
(5.19 cents and 2.54 cents, supra), as the witness derived his 7.0 cents and 2.6 
cents rate from Washington's exhibit 33, schedule C, supra, by increasing the 
cost of service rates to compensate over-all for the base quantity adjustment. 

For the base quantity “stopper” computation, Washington (in its brief) has 
obtained an adjusted 1949 cost of service rate having a demand component of 
6.92 cents per therm and a commodity component of 2.44 cents per therm, as well 
as a new “normalized” 1949 base quantity (main brief, App. VIII, p. 6). These 
revisions follow, however, testimony taken in the latter stages of the hearing 
that the 1949 base volumes should be normalized on the basis of a 20-year average 
maximum degree day and other testimony as to (a) the quantities of gas 
(therms) that would have been taken month by month in 1949 by Washington’s 
residential and space heating customers, had 1949 been a normal year, and 
(6) applicants’ wage increases and increased Federal income taxes. Wash- 
ington has assumed that other “old” customers (Virginia Gas, Amere, and 


‘ ’ 


% Citing the Hope and Trunkline cases, supra, and adding the contention that the record 
offers nothing compelling or justifying the multiplicity of rates which the proposed ad- 
justment would allegedly produce 

* This intervener asserts that a split rate, as between old and new business, is unsound 
rate making. 

” Commonwealth cites the Trunkline case, supra; the Commission’s order of May 4, 1950 
jtherein, and Teras-Illinois Natural Gas Pipeline Co., 9 F. P. C. 105, as establishing the 
“rolled-in-rate” principle, which it contends is applicable here, and objects to any differ- 
entiation in charges based upon the time when customers are attached 

” So, in effect, the interveners Richmond and Lynchburg 

*. Washington computes the new therm demand (5.19 cents) and commodity (2.54 cents) 
components of 1952 readjusted cost of service, set forth in the text, supra, on the basis 
of (a) 1952 costs (exh. 33, sch. () adjusted as to: (1) cost of gas purchased for reduced 
peak shaving by Washington (peak day and total) and annual redispatching;: (2) trans 
mission expense to reflect increased labor costs, as set forth and allocated in staff’s ex- 
hibit 82; (3) taxes, other than income taxes, to reflect the increases set forth in staff's 
exhibit 79 (allocated between demand and commodity as in exhibit 33, schedule C, evenly) ; 
(4) taxes (federal and state income), to reflect the computations (Federal) set forth in 
applicants’ exhibit 66; and (5) return, as set forth in applicants’ exhibit 66: (b) adjust- 
ing sales (therms) set forth in Washington’s exhibit 33, schedule C, also to reflect reduced 
peak shaving and total gas produced in such operations. 
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Lynchburg) would be normalized as to 1949 quantities by the same percentage 
as Washington,” but has continued, in its own instance and that of other “old” 
customers, to use the respective actual 1949 demands as previously. 

Applicants object to the foregoing recomputations apearing in Washington’s 
brief, asserting that these constitute an attempt by Washington to put in a 
new exhibit, without cross-examination, in the guise of an appendix to a 
brief. It is apparent, however, that substantial foundation for most of the 
recomputation appears in the evidence of record and that the appendix should 
not be ruled out.” 

Applicants’ most effective contention in relation to Washington’s proposal 
with respect to this adjustment is that, even on the basis of the results de- 
veloped by Washington’s recomputations (main brief), Washington will be 
paying for its 1952 increase in demand (above that of 1949), not Washington’s 
proposed 1952 gross demand rate (5.5 cents per therm), but a residual demand 
rate of 3.21 cents per therm,” alleging, in effect, that the explanation is that 
Washington, inherently, has committed itself to an inconsistency involving 
load factors with respect to its 1949 base quantity “stopper” adjustment and 
its 1952 gross bill.” Applicants further contend, in this connection, that under 
the net bill Washington would be paying less for its incremental demand and 
commodity gas than results from the application of the gross rate as a rate 
intended to apply to so-called “new” business. 

The witness at the outset of his testimony asserted that he was providing ¢ 
method whereby not only would the present customer pay “a charge with respect 
to the sales to old customers no greater than the charge that they had paid in 
* * * the year 1949”, and be relieved of “paying for a second round of devel- 
opment costs which properly should be allocated to and paid for by the additional 
new business”, but also a method that would assure that “Washington’s new 
purchases would be treated just like the purchases of any new customer.” The 
foregoing variances, as demonstrated by applicants, are in apparent conflict with 
the latter of the basic principles upon which Washington has erected this part 
of its case. These variances are evident in the record in this proceeding as it 

@ As assumption without substantial support in the evidence of record in this proceeding. 

2 This is not to say that this method of completing a case has the endorsement of the 
presiding officer. However, the unsupported assumption relating to the normalization 
of 1949 volumes for others than Washington, as well as to the level of transmission op- 
eration expenses under the assumed normal conditions, is not such a fundamental im 
position as to require that the recomputation receive no weight in this decision. 

*% Adding the commodity cost of additional purchases (1952 above 1949) and of the 
base quantity (1949 purchases normalized) at 2.6 cents and 2.44 cents per therm, respec- 
tively, deducting the total thus obtained from Washington’s computation of its net bill, 
then deducting from the remainder Washington's computed 1949 billing demand cost 
(6.92 cents per therm), and dividing this final result by the difference between Wash- 
ington’s total 1949 thermal billing demand and its estimated total thermal 1952 billing de- 
mand, yields the residual rate of 3.21 cents per therm for what applicants term 
Washington's “incremental demand.” 

*In a letter dated June 4, 1951, addressed to the presiding examiner and sent con 
currently to counsel representing the parties to this proceeding, Washington’s counsel 
states that to make a comparison of the nature made by applicants, the 1949 demand 
units must be increased to a basis comparable with the 1952 demand units before the 
subtraction is made to obtain incremental demand units. In a reply dated June 12, 1951, 
applicants’ counsel contends that fairness requires that “the same computation which 
Washington uses to determine the base quantity for the purpose of putting a base quantity 
‘stopper’ on the amount it will pay for gas in 1952 shall also be used to determine the 
base quantity for the purpose of measuring Washington’s increment costs for the incre- 
ment over the base quantity.” Regardless of the ultimate validity of this contention, pro- 
cedurally, Washington left the hearing with the record in a condition to provide no satis- 
factory answer to the variance. 
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is now made and are of equal significance with respect to either Washington’s 
original exhibit (No. 35) or the recomputations appearing in the appendices 
of its main brief. In demonstrating results which are thus in apparent con- 
flict with a basic principle selected by the witness as a determinant of his ulti- 
mate objective, the foundation for the acceptance of his recommendation is 
destroyed. 

Further, in the very concept of a 1949 base quantity as a separate constit- 
uent of a 1952 load, no consideration is being given to the fact that during the 
development period Washington will have had a certain advantage, if on a shar- 
ing basis, in having available for standby purposes, idle gas capacity in appli- 
cant’s facilities, including the associated line pack available in the high pres- 
sured 26-inch line. The effect of this has not been developed in the record but 
cannot be without significance, in view of the fact conveyed by Washington's 
counsel in his reply brief that this intervener is now in the course of constructing 
substantial facilities at Rockville for standby or emergency purposes only. 

In short, in the foregoing aspects the recommended base quantity “stopper” 
adjustment fails to assure that its adoption would lead to the doing of equity, 
and its acceptance must, therefor, be denied. 

Cost of service allocation according to future utilization.—The cost of service 
witness (referred to supra), recommends that costs related to net investment ” 
be allocated on the basis of an alleged indicated use of facilities by Washington 
and other customers in future years (1943 selected), and that other costs such 
as net cost of gas purchased and certain transmission costs related to opera- 
tions,” be allocated on the basis on the current year’s operations, and does so 
by allocating costs related to net investment to demand and commodity classi- 
fications, thence to Washington in the respective ratio of Washington’s 1954 
demand and commodity therm requirements to estimated system demand and 
commodity requirements (exclusive of Lukens gas) and, in connection with 
costs other than those related to net investment by similar steps and similar 
ratios, based, however, on estimates pertaining to the year 1952.* Underlying 
the foregoing allocation is the witness’ assumptions that applicants’ average 
net investment 1950-54 will be substantially constant, that the applicants’ facil- 
ities, though anticipated to be operating at a 51 percent load factor in 1954, 
will then be operating nevertheless at effective full capacity, and that the annual 
volume of 1954 sales (as contrasted with maximum day demand) represents 
capacity use. 

Applicants oppose this recommendation as to allocation of cost of service, 
contending, in substance, that the 26-inch line was constructed in 1949-50 prin- 
cipally to serve Washington, and that although applicants then had in mind 
using such new facilities eventually to serve Baltimore, construction of the line 
was authorized in order to provide service to Washington prior to authorization 
of service to Baltimore, and was also completed and in use for service to 
Washington before the Commission authorized applicants’ service to Common- 
wealth. Applicants further contend that the recommendation, based upon esti- 
mates relating to a period as remote as 1954 relies on expectations rather than 





* Return, Federal and State income taxes, miscellaneous taxes, and depreciation. 

= Operation and maintenance expense, other miscellaneous taxes, other gas revenues 
(credit), and sales-less-cost-of-sales to Lukens (credit). 

On the basis of such allocation of costs to Washington (1952) the demand rate to 
Washington would be 5.27 cents per therm and the commodity rate 2.53 cents per therm, 
the over-all rate becoming 2.94 cents per therm. The corresponding rates to Baltimore and 
Commonwealth were not computed in the record, but it is clear that the intent is that the 
rates to these new customers would be increased or that applicants would be compelled to 
absorb the difference. - 
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upon reality,” that the recommendation, in effect, entails a different rate for 
each customer, varying from year to year as the results of operations are sub- 
stituted for past estimates, and is in conflict with the Commission’s past posi- 
tion that it is desirable practice to fix rates that are uniform in the absence of 
compelling reasons to the contrary. Commonwealth supported applicants’ con- 
tentions; Arlington, in effect, supported the recommendations of the witness, 

The contention that is theoretically basic to this witness’ recommendation is 
that a part of applicants’ facilities has been constructed and committed and is 
being held in reserve for service to new customers of the system, particularly 
Baltimore and Commonwealth. However, to adopt this view in such terms would 
probably result in the establishment of quasi-tenant rights to pipeline capacity, 
lead to involved and unnecessary controversies in the future in the very possible 
event that applicants’ new and old customers would develop markets in ratios 
other than those now expected for 1954, and tie the hands of the Commission 
with respect to future exercise of statutory authority conferred by the Natural 
Gas Act,” as well as, quite possibly, end in considerable detriment to old cus- 
tomers, even to Washington. 

The evidence in this proceeding discloses that since Washington’s conversion to 
straight natural gas, its yearly estimates of requirements 4-5 years in advance 
have varied by as much as 13 percent, more or less, as compared with estimates 
made within a past year’s time in generally similar degree with respect to both 
annual quantity and peak day requirements.” Moreover, subject to the present 
international tension, all estimates could be substantially affected or completely 
altered. 

Further, Washington has not had, and does not now have, interruptible cus- 
tomers and has taken no steps, to date, toward actually selling interruptible gas, 
beyond the making of a general market survey to determine certain potentialities 
with respect to possible future development of such sales. Washington recog- 
nizes, however, that of two methods specified in this proceeding by which its load 
factor might be improved under a demand-commodity form of rate, one would 
consist of its development of an estimated potential in the immediate future of 
10,000,000 M. c. f. a year in interruptible sales. This potential represents ap- 
proximately 42 percent of Washington’s estimated total requirements for 1952. 
Such loads would introduce additional requirements over and above those reflected 
in the exhibits in this proceeding.” 


2 A related ground alleged by applicants’ counsel was that Washington’s allegations as 
to “unused capacity” relate to a difference between sales estimated for 1954 and those 
estimated for other years (1951, ete.), which has nothing to do with the capacity of the line. 

% Vide, section 7 (a). 

31 Revisions have been controlled largely by the developing trend in type and volume of 
housing construction, as Washington in recent years has been attaching to its system 
approximately 98 percent of new, single-family residential units as space heating cus- 
tomers. Washington was in process of revising estimates of future requirements when 
the hearing in this case concluded. ‘Tentative results, stated of record, indicated that 
because housing construction had been in excess of that expected, and the trend in con 
struction had been unexpectedly from apartment house to single-family residences, esti 
mates of future requirements were being somewhat increased. 

%82 Though such sales, because of competitive character, generally carry no assurance that 
they will continue indefinitely, particularly if the commodity rate of a two-part rate 
schedule is relatively high, on the basis of the evidence herein it would be improper not to 
give to the possibility of the development of such sales some consideration and weight in 
connection with the matter of estimated future use of facilities, as computed by Washing- 
ton’s witness. The boiler fuel restriction of 500 M. c. f. proposed by applicants in this 
case would possibly limit this potential market by as much as 50 percent of the estimated 
potential of 10,000,000 M. c. f., supra. In this connection also notice is taken of PAD 
(Petroleum Administration for Defense) order No. 2, effective August 22, 1951, the intent 
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On the other hand, applicants’ new customers, including the latter’s purchasers, 
have either but recently converted or were in the final stages of converting their 
distribution systems to straight natural gas service from some other type of gas 
service. During its experience with mixed and natural gas, Washington has 
achieved a saturation or absorption of 98 percent for cooking, TO percent for 
water heating, some 20 percent for refrigeration, and approximately 33 percent 
for space heating. It expects its space heating saturation to reach an estimated 
44 percent in 1954, representing an increase in this part of its sales of some 24 
percent above the space heating saturation percentage of approximately 20 per- 
cent for 1947, the year of conversion to straight natural gas. By comparison, 
so-called new markets now reflect relatively lower cooking, refrigeration, and 
very little house heating; for instance, Baltimore’s space heating saturation as 
of the end of 1950 was approximately 9 percent as against Washington’s 33 per- 
cent. Richmond has had a great number of inquiries, particularly pertaining to 
gas heat and is giving consideration to developing a heavy commercial and in 
dustrial load, to help offset the normally expected increase in heating load which 
comes with natural gas. But in this connection, Washington’s evidence as to 
the expected increase in therm sales per customer, 1949-54, on the Commonwealth 
and Baltimore systems, as compared with Washington’s particularly in the 
residential classification, makes no distinction between the old and new ultimate 
consumer, a matter vital in the determination of the basic equity. If the sub- 
stantial increase expected in residential space heating originates principally from 
new construction, while the saturation of house heating in terms of number of 
customers remains low, the result of following the recommendation of Washington 


would be an allocation to substantial numbers of present general service non-space 


heating customers of a proportion of investment costs for which they were not 


responsible and from which they would obtain no apparent benefit. Failure to 
take into consideration this important matter vitiates the recommendation of 
present allocation according to anticipated future use as presented in this case 
and renders it, to a substantial degree, a misnomer. 

As stated before, in connection with the matter of the proposed base quantity 
“stopper” adjustment, while new customers are developing their loads Washing- 
ton will have the benefit to some degree of a standby factor in the so-called un- 
used capacity of the Cobb line. Some additional assurance to its maintenance of 
continuity of gas service in the Washington area is thus inherent in the very 
nature of the development periods of others and cannot be entirely overlooked. 
As other new customers increase their loads, this factor reduces proportionately ; 
but until that development, as it relates to this issue, is complete, and if, in the 
event of all but the most severe emergencies, proportionate deliveries be assumed, 
the expectation would be that Washington would be more than an insignificant 
beneficiary with respect to now unused capacity for which it would assume no 
present financial responsibility; and, further, as the 26-inch (Cobb) facilities 
supply larger quantities to the developing markets, unit fixed charges will be 
reduced, possibly entitling customers of applicants to further consideration of 
the level of applicants’ rates. 

On due consideration, therefore, Washington’s recommended allocation of 
transmission costs related to net investment according to future use cannot here 
be accepted. 


of which, in part, is to limit the supply of gas to new heating customers and new large 
commercial and industrial installations, except in cases specifically exempt. This order 
was issued after the hearing herein had terminated, and its effect upon estimates here in 
evidence cannot be determined. 
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Heat content adjustment 


Applicants’ rates are M. c. f. demand and commodity rates, with a minimum 
B. t. u. provision, to which staff proposes the addition of a heat content adjust- 
ment provision whereunder the monthly bill otherwise payable under the rate 
would be increased or decreased, if the average total heating value of the gas 
delivered by applicants to a buyer in any month is higher or lower than 1150 
B. t. u. per cubie foot, in proportion to the amount by which the average total 
heating value of such gas is greater or less than 1150 B. t. u. per cubic foot. 
Staff’s counsel contends that uniform application of rates and charges, as pro- 
posed by applicants for their respective zones, without adjustment for the dif- 
ferences in the heating value of the natural gas delivered to the several custo- 
mers, results in the granting of an undue preference or advantage to some cus- 
tomers and subjects other customers to undue prejudice or disadvantage. 

Washington supports staff’s proposed heat adjustment, alleging that with the 
expansion of applicant’s system, Appalachian (Boldman) gas of high heat con- 
tent which has hitherto been delivered to Washington for the past twenty years 
will now be delivered largely to applicants’ new Virginia markets, principally 
served by Commonwealth, and that southwestern gas of lower heat content is 
being, and will be, delivered to Washington and that this change has occurred, 
and is occurring, without price adjustment to offset the “deterioration” in qual- 
ity of the gas received by Washington. 

Washington further contends that at applicants’ proposed rates ($1.90 and 
21 cents), the cost of gas to Washington in 1952 will be about $250,000 more if 
billed on a straight volumetric basis than if billed on a therm basis, and that 
Commonwealth will automatically pay 9 percent less than will Washington for 
each unit of heat purchased. 

Arlington also supports an adjustment for the varying heat content of the gas. 

Applicants oppose the heat adjustment provision, alleging that, historically, 
there have been substantial variations in the B. t. u. content of gas delivered to 
customers and that Washington has not in the past received any price adjust- 
ment therefor; and that applicants’ system’s costs are determined directly by vol- 
umes and not by B. t. u. content. Applicants therefore contend that their reve- 
nues should be based on volumes, and their rates should not be modified to include 
a heat content adjustment. 

While the intervener Baltimore has the opinion that there is a substantial 
disparity in the B. t. u. content of gas served to applicants’ customers, it does 
not contend that this disparity constitutes an unreasonable difference in service 
between localities, but adds a request that if any reduction in applicants’ pro- 
posed rates is indicated, that such reduction be made by a thermal adjustment in 
recognition of the difference in the heating value of the gas received by applicants’ 
customers. 

The Virginia interveners are generally opposed to the provision. Common- 
wealth anticipates that such a provision will compel it to adopt a therm rate or 
heat adjustment provision of its own and to install B. t. u. recording apparatus 
at every city gate, even in situations where the attendant expense would not be 
economically justified, and further contends that a B. t. u. adjustment provision 
would be in conflict with the provisions of section 154.38(d) of the Commission's 
regulations under the Natural Gas Act.” Richmond contends that the proposed 
B. t. u. adjustment would penalize its municipal gas system's financial position 


3% At present, only Seaboard’s Lukens rate schedule (IS-1) contains a heat content 
adjustment provision. 
* A contention which the regulations do not support. 
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and projected expansion of operations. Lynchburg contends that the adjustment 
would unpredictably alter applicants’ revenues without affecting their cost of 
service, and opposes the provision as unrealistic. These and other objections of 
the interveners, however, relate to matters vague and indefinite, which are 
incapable of definite ascertainment as to effect. 

Applicants’ witness testified that a B. t. u. adjustment in applicants’ rate 
schedules would hinder Seaboard in obtaining additional gas supplies, in that 
applicants are under the necessity of having to meet the constantly increasing 
gas requirements of customers, with gas supplies differing within wide limits 
with respect to the heat content thereof. Bur it appears that the witness’ 
(and applicants’) principal concern here is with a delay involved in some future 
rate proceeding necessitated by applicants’ need for more revenue with which 
to meet possible increasing costs resulting from the falling B. t. u. of gas supplies 
then available.” In short, applicants’ objections here rest upon matters that 
are contingent and remote, and that are subject to remedies more directly 
related thereto. 

The question of discrimination raised by Washington involves principally 
Washington and Baltimore on one hand and Commonwealth on the other. The 
estimated weighted average B. t. u. of gas sold for the test year 1952 is 1076 
B. t. u. per cubie foot. Using an adjustment base of 1150 B. t. u., a heat con 
tent adjustment provision, of the type proposed in this proceeding, would en- 
tail a reduction in the estimated cost of gas purchased in the test year to Wash 
ington of some $207,100 or 2.5 percent, and to Baltimore of some $164,100 or 
$3.2 percent, but an increase to Commonwealth of some $228,800 or 6.5 percent 
over the cost of gas purchased on a non-adjusted basis.“ 

The distance factor as between Commonwealth and Washington may have 
some potentiality as a countervailing equity weighing in the direction of main- 
taining a zone rate unadjusted for the difference in heat content of gas, as it 
affects the two parties here immediately concerned, but this matter was not de 
veloped in the hearing, and the weight which could be accorded it, if any, cannot 
therefore be determined. 

Notice may be taken that Commonwealth has an over-all zone rate paid by 
customers wherever located along its system. This, coupled with the fact that 
Commonwealth is a regulated natural gas company under the act, may also have 
some potential relevancy and weight with respect to the matter of discrimination, 
but such relevancy and weight were not developed in the hearing and therefore 
cannot here be determined. 

Accordingly, in the absence of evidence indicating compensating factors, there 
being an apparent discrimination in the cost to various customers of gas pur 
chased from applicants’ system, arising from substantial variations in the B. t. u. 
content of gas sold thereto, it can only be found and concluded that such dis- 
crimination is unreasonable and leads to, and constitutes under the act, an un- 
lawful discrimination in the premises, and that the rate to be fixed with respect 
to applicants’ contract demand service, to be just and reasonable, shall include 
a heat content adjustment provision. 

“The immediate proceeding is the first rate proceeding directly involving applicants 
under the Natural Gas Act The multiplicity of issues which are unfortunately often 
found in first proceedings, renders the instant proceeding invalid as a basis for predicting 
the time that might be required in the type of proceeding which applicants here have in 
mind with respect to the future. 

* A decrease would also arise from the adjustment in the instance of Cumberland, i. e., 
$18,400 or 3.2 percent less than what Cumberland would pay without the adjustment 
Increases would also arise in the instance of Amere ($55,400 or 6.8 percent), Virginia Gas 
Distribution ($64,600 or 7.2 percent), Lynchburg ($9,900 or 6.7 percent), Roanoke ($20,800 
or 7.2 percent), and Charlottesville ($4,600 or 7.2 percent). 
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Viscellaneous rates 


Large volume interruptible-——Applicants’ rates available to large volume in- 
terruptible customers make a distinction in effect between sales for resale to 
Lukens and sales for resale to West Virginia Pulp and Paper Co. Sales to 
Manufacturers for resale to Lukens are made on the basis of a rate (Seaboard’s 
IS-1) containing various steps for the first 40,000 M. c. f. of gas sold per period 
of 28 days, with a flat rate of 26.025 cents M. c¢. f. for all quantities over that 
amount.” Sales to Virginia Gas Distribution for resale to West Viriginia Pulp 
and Paper Co., are made under another schedule (Seaboard’s IS—2) which con- 
tains a rate of 50 cents per M. ce. f. for all gas delivered during each billing month. 

Staff’s witness testified to a revision of the rate form of the Lukens’ schedule 
(IS-1), supra, to a straight volumetric rate designed to yield the same revenue 
as the block rate; and also testified that such a revised rate would more appro- 
priately apply to any individual industrial consumer using 100,000 M. c. f. or 
more per month, as in the instance of West Virginia Pulp and Paper Co., than 
Seaboard’s IS-2 Rate.* 

Seaboard has no objection to changing its Lukens rate to a volumetric basis, 
but is opposed to making the rate generally available to large volume users. 

The question of the rate to be applied to sales for resale to West Virginia Pulp 
and Paper Co., is related to the availability of the rate charged Seaboard by 
United for gas sold for ultimate resale to Lukens for the purchase of gas for 
ultimate sale to individual industrial customers other than Lukens. 

Applicants attempt to justify the purchase of gas under United's W-2 rate, 
for Lukens only, on a historical basis, though, admittedly United’s schedule con- 
tains no restriction that would prevent purchases for resale to any other indi- 
vidual industrial purchaser who takes 100,000 M. ¢. f. per month. It also appears 
that applicants’ position rests, in parts, upon the assertion that these rates 
(IS-1, IS-2) are negotiated rates. However, the Lukens rate (IS—1), estab- 
lished in 1937 or 1938, has since been modified in certain respects, in part due 
to the suggestion of the staff of the Commission, made when the tariff was filed. 
These matters, coupled with the determination, supra, that cost of gas purchased 
of United for West Virginia Pulp and Paper Co. should be determined on the 
basis of the rate contained in United’s W-2 rate schedule, leaves no substantial 
justification for the continuation of the distinction presently made in the appli- 
cation of applicants’ IS—1 and IS-2 schedules between Lukens sales and sales for 
resale to the paper company. 

Accordingly, it is here determined that the just and reasonable rate to be 
charged for gas sold by Seaboard for resale to West Virginia Pulp and Paper Co. 
is the revised volumetric rate to be charged with respect to Lukens gas, i. e., 
28.55 cents per M. c. f., and that such rate, to be just and reasonable, shall 
give effect to a heat content adjustment.” 

Small volume interruptible.-—Applicants’ presently effective rate, in general, 
to small volume interruptible customers is 30 cents per M. ec. f. for all gas 
delivered during each billing month. Staff’s witness testified to the addition 
of a directly proportionate heat content adjustment provision. In the instance 
of sales for ultimate resale to the Celanese Corp. of America, such a provision 
would produce an adjustment which would be relatively insignificant, but in 
the instance of sales for ultimate resale to the Strasburg Lime Co., the provi- 

37 The rate also includes a heat content adjustment provision based upon 1150 B. t. u. 
per cubic foot. 

3 Lukens uses over 200,000 M. c. f. per month and West Virginia Pulp and Paper Co. 
approximately 150,000 M. c. f. per month. 

% The Lukens rate (Seaboard’s IS—-1) presently contains a provision for heat content 
adjustment. 
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sion would produce a reduction of approximately 9 percent. Without the provi- 
sion a discrimination is apparent. 

Accordingly, the rate charged small volume interruptibles, to be just and rea- 
sonable, shall include a heat content adjustment. 

Small main line customers.—Applicants’ rate to small main line customers 
consists of the zone contract demand rate of $1.90 per M. c. f. of billing demand 
and 21 cents per M. ec. f. of gas delivered. Staff's witness’ proposed rate changes 
the foregoing two-part rate to a straight volumetric rate, the level being com- 
puted on the basis of equalling the lowest yearly average charge estimated for 
either firm customer taking service under this rate in 1951 or 1952 as shown by 
applicants’ exhibits.“ 

Applicant’s counsel stated during the proceedings that applicants had no 
objection to changing the two-part rate for small main line service to a straight 
volumetric rate and will file a tariff accordingly. 

It appears from the evidence herein that the use of a 41 cent rate will produce 
an overall equitable result, and accordingly, that rate is here found to be the 
just and reasonable rate to be charged small main line customers. 

As in the instance of applicants’ contract demand service rate, from which, 
essentially, the 41 cent rate is derived, there should also be included, with respect 
to this rate to small main line customers, for the future, a heat content adjust- 
ment provision. 

The Amere rate.—Seaboard sells firm gas to Amere as a supplement to natural 
gas which Amere buys from other vendors for resale in various communities in 
West Virginia.” such gas being sold to Amere under Seaboard’s GS-1 rate sched- 
ule at a rate of $1.80 per M. c. f. of billing demand and 20 cents per M. ec. f. of 
gas delivered.* 

Seaboard is also a joint buyer of gas with Amere from Columbian Carbon Co., 
Raleigh County, W. Va., Seaboard in practice taking such quantities of local gas 
as are not taken by Amere, the amounts taken by Seaboard fluctuating, depend- 
ing on the volume of Amere’s other purchases of local gas and the requirements 
of Amere’s customers.” 

Amere’s requirements and supplies compare as follows: 





| 
} 1950 1951 | 1952 

aeenneane . -—_——_——_ nae 

| M. ¢. f. M.c.f M. c.f. 
Amere’s local purchases 1, 527, 602 1, 642, 070 1, 604, 000 
Amere’s purcbases of Seaboard ‘ 1, 034, 620 1, 674, 330 2, 038, 800 
Total requirements. - 5 ‘ : 3, 316, 400 3, 642, 800 
Amere’s load factor (Boldman line) - 24. 57 24. 5% 


Applicants now have in effect a 5 percent differential in rates between their 
Maryland-Virginia and Kentucky—West Virginia zones which represents, accord- 


The small main line customers are Maryland Gas, Maryland Counties. The schedule 
ls designed principally for right-of-way customers. 

“Among which are Beckley, Mullens, Princeton, Roncevert, White Sulphur Springs, 
Lewisburg and contiguous territory. 

“This rate is the same as that contained in Seaboard’s CDS—2 rate schedule, under 
which Seaboard sells gas to Cumberland, another affiliate in West Virginia. The provisions 
of the two schedules vary in certain respects, in accordance with Seaboard’s consideration 
that its obligation under its GS-1 rate schedule is that of supplying Amere’s requirements 
above those met by Amere’s own local purchases. 

“In some months, such as June, July, August and September 1949, and June 1950, no 
leliveries were made by Seaboard to Amere 


Under this joint purchase contract, Amere 
ind Seaboard are, 


in effect, now required to take a minimum volume of 4,000 M., e. f. per 
day during the 6 heating season months, and during the succeeding 6 summer months, one- 
third of the winter volume previously received. 
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ing to the testimony of applicants’ witness, a judgment figure of management 
giving effect, principally, to Amere’s proximity to United as a source as well 
as to operations under the joint purchase contract referred to, supra. 

Counsel for the West Virgina Commission alleges that the average cost of 
gus to Amere from Seaboard during 1949 was 45.15 cents per M. ¢. f. and that 
under staff’s proposed rate ($1.30 and 23.8 cents) the average cost of such gas 
to Amere would be 41.13 cents per M. c. f. The witness for the state commission 
testified that the cost of gas delivered to Amere for resale should be 32.29 cents 
per M. ce. f. obtained by segregating the cost of Seaboard’s operation of the 
Boldman line between Kentucky-West Virginia (in fact, West Virginia) cus- 
tomers and all other customers, for the purpose of designing a rate for West Vir- 
ginia customers.“ Allowing for an assumed 10 percent increase in operating 
expenses since 1949, counsel for the state commission contends that giving con- 
sideration to Amere’s proximity to applicants’ source of supply, the maximum 
average cost to Amere should be 36 cents per M. c. f.© He also contends that 
applicants have, in fact, ignored the distance factor and that no sufficient reason 
has been advanced justifying the charging of any part of the cost of operation 
of the Cobb line to customers on the Boldman line. 

Staff’s witness, in his computations, merely retained the zone differential con- 
tained in applicants’ schedules, and, similarly, Washington in its computations. 

A segregation, such as that proposed by the witness testifying on behalf of the 
West Virginia Commission, does not take into account benefits obtained by 
Amere as a customer of the applicants’ system as a whole. Notice is taken of 
the fact that, commencing in 1946, United, applicants’ supplier, adopted a policy 
of using southwestern gas in order to extend future utilization of its own re- 
serves over a longer period of time, and that by so doing United was avoiding 
both the rapid depletion of its lower-cost Appalachian gas and the making of its 
future supply more completely dependent upon the higher cost gas from the 
Southwest.“ This policy, approved by the Commission in its action upon various 
certificate applications dated in that period, is currently in effect and it may 
be safely assumed that all members of applicants’ system, including Amere, are 
or Will eventually be substantial beneficiaries thereof. 

Further, the evidence indicates that the system as a whole is assisting Amere 
in procuring some part of its locally purchased gas by taking gas when available 
from one of the independents at times when the obligation to take exceeds 
Amere’s requirements. Operating on this basis, as well as being supplied, in 
effect, by applicants’ system as a whole, it does not appear on the evidence here 
presented that Amere is entitled to a rate which is based upon the principle of 
segregation above employed, nor to a rate based upon proximity to applicants’ 
source of supply without significant modification with respect to such a con- 
sideration. 


There is insufficient evidence in this record upon which to base a differential 


of any fixed amount or percent other than the 5 percent testified to by applicants’ 
witness; and, as applicants have given recognition, at least, to the factors that 
appear to be involved, and the adequacy of such recognition has not been sub- 
stantially impeached by the evidence as a whole, the 5 percent differential will 
be accepted herein. 


#4 All gas sold in West Virginia from this line is to Amere, none being sold in Kentucky. 

* He proposes a rate of $1.20 and 20 cents which at Amere’s load factor would produce 
an average cost of approximately 36 cents. 

4 Vide, In the Matter of United Fuel Gas Co., 5 F. P. C. 279, 285 (1946). 
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The rate for contract demand service 


On the basis of a demand component of cost totaling $6,150,739, and total bill- 
ing demand of 4,008,848 units, supra,“ a zone differential of 5 percent, and a 
heat content adjustment based upon a common denominator of 1150 B. t. u. 
per cubic foot,” the demand charges for applicant’s (Maryland-Virginia and 
Kentucky-West Virginia) zones are herein determined to be $1.61 and $1.53 per 
M. c. f. of billing demand, respectively. 

On the basis of a commodity component of cost totaling $13,588,452, and total 
firm sales of 61,884,926 M. ¢. f., supra, a zone diiferential of 5 percent and a heat 
content adjustment based upon a common denominator of 1150 B. t. u. per 
cubic foot, the volume charges for applicants’ two zones (supra) are herein 
determined to be 23.55 cents and 224 cents per M. ¢ f. of gas delivered, 
respectively. 

It is further found that rates consisting of the foregoing herein determined 
charges are just and reasonable rates to be charged by applicants for their 
contract demand service in their respective zones, and that applicants’ rates 
now in effect with respect to such service in such zones are otherwise unjust 
and unreasonable. 


The rates herein found reasonable and just involve an estimated increase in 


the average cost of gas for the test year to Virginia Gas Distribution, Lynch- 


burg, Roanoke, Charlottesville, and Commonwealth, in varying amounts, and 
an estimated decrease in the average cost of gas for the test year to Amere, 
Cumberland, Washington and Baltimore, also in varying amounts. 

Contentions of various interveners, to the effect that it is beyond statutory 
competence for an order in this proceeding to issue directing, in effect, an in- 
crease in rates to Virginia Gas Distribution, Lynchburg, Roanoke, Charlottes 
ville or Commonwealth, are accepted as properly interpreting the provisions 
of section 5 (a) of the act with respect to the average result of the application 
of a two-part demand-commodity rate. 

In the event, therefore, that applicants may not desire to file a new schedule 
putting into effect the above rate, found to be just and reasonable for all firm 
customers in the Maryland-Virginia zone, it is further found, with respect to 
the Maryland-Virginia zone, that a rate composed of a demand charge of $1.61 
per M. c¢. f. of monthly billing demand and a commodity charge of 22.75 cents 
per M. c. f. of gas delivered, coupled with the heat content adjustment provision, 
supra, would be just and reasonable on the basis of avoiding unjust discrimina- 
tion between customers in this zone: and, with respect to the Kentucky-West 
Virginia zone, that a rate composed of a demand charge of $1.53 per M. c. f. of 
billing demand and a commodity charge of 21.61 cents per M. ¢. f. of gas delivered, 
coupled with the heat content adjustment provision, supra, would be just and 
reasonable on the basis of avoiding unjust discrimination between applicants’ 


two zones.” 

77. e., using the billing demands computed by applicants, except that no demand units 
have been included for interruptibles and 21,798 demand units have been added for the 
understatement of Washington's requirements 

48 The heat content of gas delivered to the Boldman line is approximately 1150 B. t. u 
The weighted average B. t. u. of gas estimated to be sold from applicants’ system in 1952 
is computed to be approximately 1,076 B. t. u. per cubic foot 

” The alternate rate reflects an adjustment to the commodity charge and while, under 
the circumstance assumed, serves to remove the objection of undue, unjust and unlawful 
discrimination as between applicants’ customers and Zones, will, nevertheless, fail to cover 


applicants’ cost of service to firm customers by some $465,000. 


304039—S57 
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TARIFF PROVISIONS 


Staff proposes two changes with respect to applicants’ rate schedules in addi- 
tion to those proposed with respect to the heat content adjustment, the present 
form of rate for Lukens gas (from a block form to a straight volumetric rate), 
the limited availability of the present Lukens rate (to make such rate also avail- 
able to others), and the present rate form of the main tine customer rate sched- 
ule (from a demand-commodity form to a straight volumetric rate), supra. 
The latter changes proposed concern the elimination of the restriction on the 
utilization of gas for boiler fuel, and the elimination of a general service clas. 
sification, designated GS-1, which is now applied for service to Amere. 

Staff also proposes three revisions in the general terms and conditions appli- 
eable to applicants’ rate schedules. These include a change in the definition of 
contract demand to require that the effective contract demand be stated in a 
service agreement between seller and buyer, a transfer of a service restriction 
appearing in the definition of “main line customer” now set forth in Seaboard’s 
general terms and conditions to the latter's main line service rate schedule 
(MLS), and a transfer from applicants’ contract demand rate schedules (CDS- 
1 and CDS-2) to the general terms and conditions of those provisions which set 
forth procedure for establishing changes in the contract demand. 

Boiler fuel restriction—The availability clauses of applicants’ contract de- 
mand, general service and interruptible service rate schedules, respectively, limit 
gas available for use as boiler fuel by buyer, or by any one ultimate customer of 
buyer, to an amount not exceeding 500 M. c. f. per day.” Applicants contend 
that gas stored underground constitutes an important element of supply to the 
pool of gas available to the Columbia system during the winter season, that large 
quantities of gas must therefore be placed in underground storage during sum- 
mer months, and that it is not now possible to maintain the underground storage 
program and also provide gas for large boiler fuel use during the storing season. 

It is applicants’ present policy not to sell gas for large boiler fuel use, except 
on a seller's option basis which enables the seller to control sales until warmer- 
than-averge weather produces an unanticipated excess of gas in storage or excess 
Southwestern gas is made available to the Columbia system. 

The evidence discloses that it is also the policy of the Columbia system not to 
sell gas for boiler fuel except at seller’s option within similar limits. 

At present the only customer on applicants’ system taking gas for use as boiler 
fuel, in excess of the proposed limit, is Washington; and on the Columbia system 
generally, only one other customer (industrial) uses gas for such a purpose in 
excess of the proposed limit, except that an electric utility purchaser has used 
gas in excess thereof, at times of emergency and breakdown, in order to keep 
generator stations in operation. 

Essentially, therefore, applicants propose to write into their tariffs a present 
policy, with respect to which that of the Columbia system is generally consistent.” 
Though it may be observed that there is some evidence of record to the effect that 
excess gas of the nature referred to may develop on other parts of the Columbia 
system and not be available to the Charleston group, it does not appear that this 
would happen regularly or as a matter of intent. 

Washington opposes the restriction on the ground that applicants’ demand- 
commodity form of rate puts a premium on improvement of load factor, while 


5° Only Seaboard has a general service rate schedule. The limitation is not contained 
in Seaboard’s IS—1 schedule which covers the sale of gas for resale to Lukens for ultimate 
use for steel-processing purposes, nor in Seaboard’s small main line service schedule. 

51 The Columbia system, moreover, has had it represented in this proceeding that it will 
take prompt steps to make the restriction uniform in all tariffs of subsidiaries. 
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the restriction prevents the use of a major means of effecting such improvement, 
and desires to have the restriction itself restricted so as to permit the sale of gas 
on an interruptible basis for steam heating and for steam generation for com- 
mercial and industrial processing purposes, as well as to permit the use of gas 
in gas distributing operations. 

With respect to Washington's own direct use of gas for boiler fuel, applicants’ 
proposed restriction would curtail use of gas by Washington at its East station 
during the winter when steam is produced, primarily to heat buildings, but also 
to keep stundby equipment ready for operation. Washington has not shown, how 
ever, that it could not use another fuel for the same purpose or that the applica- 
tion of the restriction would actually constitute a substantial hardship to it in 
this respect. 

With respect to the effect of the restriction on Washington's interruptible sales, 
it is to be observed, first, that Washington does not now make such sales.” On 
the basis of market studies, of a somewhat limited character, Washington esti- 
mates that the interruptible market available to it within the next few years 
offers prospect of sales of some 10,000,000 M. ¢. f. per year, Potential customers 
would include such users as laundries, brick yards, a paper manufacturer, an 
electric generating company, and Federal agencies. Not all of these potential 
interruptibles would use gas in excess of the proposed limit, but the estimated 
requirements of the electric utility, which would, dominate the total. In this 
matter Washington's witness, in effect, testified that a portion of this estimated 
interruptible load would substantially improve Washington's load factor, and 
made no claim that unlimited boiler fuel use would not jeopardize the efforts of 
the Columbia system to have available adequate volumes of gas for residential 
and other firm loads. 

The West Virginia Commission opposed the restriction ultimately upon the 
ground that it could not in good conscience approve its application to customers in 
West Virginia, a state which produces quantities of gas considerably in excess of 
gas consumed in West Virginia. 

Baltimore does not oppose the restriction if the restriction be necessary ; Com- 
monwealth prefers that it be expressed in terms of load factor; Lynchburg, 
planning to offset an expected increase in space-heating sales by sales of gas to 
interruptibles, contends that the restriction, while not now hindering the main- 
tenance of a high load factor, will hinder it in the future, and that the limitation 
should not be applied to the use of gas in relatively efficient boilers such as gas 
or oil designed boilers. Staff opposes the restriction on the ground that its 
approval would create an immediate discrimination as between customers of the 
Columbia system as a whole, and all interveners contend that the restriction, if 
permitted, should be uniform throughout the Columbia system. 

The evidence in support of this restriction is scant and stands without reference 
to much supporting data. However, the witness who testified on the matter is 
an officer not only of applicants but also of applicants’ supplier, United. No one 
challenged his explicit testimony, or the information sponsored by him, to the 
effect that large quantities of gas needed for underground storage during the 
suinmer will not be stored if gas is sold without restriction for boiler fuel, and 
that the current demand for natural gas for boiler fuel can adversely affect serv 
ice by the subsidiaries of the Columbia system to the home user of gas. Where 
the issue is largely, therefore, whether adequate service can be rendered to a 


*This is because Washington has been buying gas from applicants on the basis of a 


monthly load fact r which produces the equivalent of a single part rate. 
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class which, receiving less than adequate service, would suffer in terms of distress 
the conclusion can be but one thing. 

Therefore, crediting the testimony of the witness to mean what it says, and 
crediting the good faith of the Columbia system in its assurance through this 
witness that it will take prompt steps to make all tariffs of subsidiaries uniform 
in this respect, insofar as it is permitted to do so by regulatory authority, the 
restriction will here be permitted. Of course, if after a period of operation under 
the limitation it should develop that the limitation should be modified, the matter 
may be brought to the attention of the Commission, in regular procedure, for 
such further consideration as may then be required. 

Elimination of GS-1 schedule.—Seaboard’s GS-1 schedule is limited to Sea- 
board’s Kentucky-West Virginia zone and is the schedule under which Amere 
makes its purchases of Seaboard. Staff's witness testified, in effect, that this 
schedule created a discrimination between Amere and all those customers 
purchasing under the contract demand schedule, both as to service and as to 
price. He testified, with respect to service that the contract demand customer is 
restricted as to gas available to his contract demand, whereas Amere is entitled 
under the GS-1 service to as much gas as desired at any and all times, Sea- 
board, in fact, serving to firm up Amere’s local supply. He further testified, 
with respect to price, that while the contract demand customer had a floor 
under his billing demand over the full term of his contract equal to 90 percent 
of the existing contract demand Amere had merely a 12-month ratchet on 
actual take. 

As stated in connection with the matter of the Amere rate, supra, special 
circumstances have determined the form of schedule applicable to Amere in 
this case. The firming up provided by Seaboard in fact involves Amere’s buying 
from Seaboard at a very low load factor, and at an average cost of gas the 
highest of all to applicants’ firm customers. Differences inhering in this rate 
schedule, as compared with the provisions of Seaboard’s contract demand 
schedules, appear to be founded upon proper and reasonable circumstances. It 
cannot be found on the evidence in this proceeding that there is any showing 
that the schedule is, or will be, available for other purposes than those related 
to a set of special and not unreasonable circumstances such as pertain to Amere 
in this connection, and it cannot be found that Seaboard’s GS-1 rate schedule 
is, within the meaning of the act, unjust, unreasonable, or unlawful or makes 
or grants any undue preference or advantage, or creates any unreasonable 
difference in charges or service. 

Change in definition of “contract demand”.—Staff desires to have applicants’ 
respective general terms and conditions contain a provision requiring that a 
customer's effective contract demand be stated in the service agreement. Not 
only does this proposal seem to be in conflict with the intended scheme of general 
terms and conditions as set forth in section 154.39 of the Commission's regula- 
tions under the act, but would seem to involve the matter of administrative, inter- 
pretation or possible amendment of said regulation. No issue appropriate to 
this proceeding appeurs here to be involved, and the proposed change is, there- 
fore, denied. 

Transfer of service restriction —Staff proposes the transfer of a_ service 
restriction in the form of a definition of the term “main line customer” from 
Seaboard’s general terms and conditions to Seaboard’s main line customer 


(MLS) rate schedule. This definition is already in fact incorporated by Sea- 


Re priority of storage requirements see In the Vatter of Transcontinental Gas Pipeline 
Corp., 9 F. P. Cc. 32 (1950). Re justification of seller's control, see In the Matter of 
Vichigan-Wisconsin Pipe Line Co., et aL, 9 FL PP. C. 127 (1950), 
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board in the latter schedule by reference to general terms and conditions. No 
issue appropriate to this proceeding appears to be here involved and the pro 
posed change is, therefore, denied. 

Transfer of provisions affecting changes in contract demand.—Staff proposes 
a transfer from applicants’ contract demand rate schedules to applicants’ re- 
spective general terms and conditions of those provisions which set forth the 
procedure for effecting changes in the customer’s contract demand. Such a 
provision in the rate schedule appears not to have been beyond the contempla- 
tion of the Commission in formulating the provisions of section 154.58(f) of its 
regulations, aforesaid, as a matter concerning also the composition of a rate 
schedule. No issue appropriate to this proceeding appears to be here involved 
and the proposed change is, therefore, denied. 

Other tariff changes (staff). Staff proposes the elimination of an introduc- 
tory portion of the availability section of applicants’ contract demand schedules, 
consisting of a prepositional phrase, the purpose of which is to restrict service 
to customers within limits of available natural gas supply and capacity. Staff's 
position is that this restriction is out of place in that, allegedly, it is a qualifica- 
tion upon the definition of “contract demand” and therefore relates to availability 
of service rather than to availability of the rate schedule. A consideration of 
the provisions of the Commission's regulations pertaining to the composition 
of rate schedules (section 154.38), discloses no evident intent to require such a 
distinction in composition as staff here proposes. The regulations involved pro- 
vide in part that the availability paragraph shall describe the conditions under 
which the “rate is available”. Applicants’ provision is a reasonable attempt to 
comply with the requirement of the Commission's regulations. In the absence 
of a more specific standard by which applicants’ duty can be determined, staff's 
proposed change must be denied. 

Staff also proposes the elimination from the availability section of the same 
schedules of a phrase indicating that the rate is available at the applicants’ 
main line. Staff concedes that the proposed change is a technical and not a sub- 
stantive one. The question arises because applicants have, in some instances, 
installed laterals to make actual deliveries at some distance from the main line. 
However, service by lateral is accompanied by a separate service charge in ad- 
dition to the contract demand rate at the main line. Applicants’ provision does 
not appear to violate any provision of the act or of any rule or regulation of the 
Commission. 

Staff proposes the elimination of a phrase appearing in applicants’ availability 
section of the same rate schedule (contract demand) having as its purpose the 
exclusion of gas utilization directly by the buyer for electric generation or other 
electric purposes. Staff makes a point of the fact that Baltimore, as a combina- 
tion gas and electric company, would not be permitted to use gas under the 
schedule in the heating of its office building. Baltimore, itself, though an active 
intervener, makes no point as to such discrimination, nor does Virginia Electric 
and Power Co., a customer of Commonwealth, and an intervener represented 
throughout most of the proceedings in this case. There is no evidence, as to 
applicants’ existing customers, that this provision in fact imposes, or will impose 
in the future, any undue or unreasonable discrimination. 

In the absence of further evidence staff's proposed change is denied. 


‘Other changes of a less basic nature 

It may be noted that it was stated upon behalf of applicants in this preceeding that 
they had no objection to a rephrasing limiting the provision to its prime purpose, i. e., the 
exclusion of the use of gas for electric generating purposes. While this rephrasing has 
the appearance of being desirable, upon the evidence in this procedure it cannot be 
appropriately ordered. 
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Staff proposes the elimination of a provision in these same schedules which 
provides for an alternate minimum monthly bill of $75 per month for each point 
of delivery, which applicants’ witness testified, has been inserted against the 
possibility that applicants may be called upon to render contract demand service 
to small subdivisions where the volumes involved would be too small to take care 
of the cost of the service tap, measuring station, and reading of meters. The 
matter of discrimination involved appears to arise from the fact that Seaboard 
does not have a minimum bill in its main line service schedule, and possibly 
from the fact that its general service schedule specifically excludes its applica- 
tion to points of delivery for main line customers thereunder. The latter sched- 
ule, however, incorporates by reference a definition of main line customers, 
contained in the general terms and conditions. Thus, any discrimination be- 
tween classes in the general service schedule would appear to be no greater than 
the alleged discrimination as between classes taking service under the contract 
demand and main line customer schedules, respectively. Applicants have pre- 
sented evidence supporting the distinction made as between the latter schedules 
as a reasonable one. Assuming the same distinction is at the basis of the 
provision involved in the general service schedule, it cannot be found that the 
distinction reflected in either instance represents an undue or unjust or unreason- 
able difference, discrimination or preference. 

Staff also proposes to change the method used by applicants of computing the 
greatest day's delivery of gas during any billing month at points where delivery 
is made for main line customers of buyer, and for which volumes are deter- 
mined monthly only, whereby applicants assume that such greatest day's de- 
liveries are twice the average delivery during the billing month. Under staff's 
method such deliveries would be computed to be 5 percent of the deliveries 
during the billing month at such point. Applicants’ witness supported the use 
of the factor 2 times the daily average by testifying that it was based upon 
past experience covering customer usage over the past ten vears. Staff's witness 
does not state the period of time upon which the 5 percent result is based.” 
Applicants’ use of a factor of 2 in this connection is supported by the evidence. 

Staff opposes a provision of these same rate schedules (contract demand) that 
gives applicants a so-called one-day period of grace whereunder, if applicants fail 
to deliver on more than one day up to 97 percent of the customer's effective de- 
mand, the billing demand for the month shall be reduced. Staff would have it 
provided that failure to deliver, even for one day, would entail a reduction of 
the billing demand. Applicants’ witness testified that the one-day period of grace 
was essential because of problems connected with measurement and regulation 
of deliveries.” Staff's witness apparently gave no consideration to such prob- 
lems. The weight of the evidence is in applicants’ favor with respect to this 
issue. 

Staff proposes the elimination of the 97 percent limitation referred to in the 
preceding paragraph, supra, although, admittedly, the elimination of a 3 percent 
leeway in applicants’ favor would involve clerical problems in arriving at billing 
demands and increase the frequency of adjustments with respect thereto. Ap 


plicants’ witness testified that, because of temperature changes and diversities of 


% This is based upon the testimony of another staff witness who simply stated, in reply 
to a question by counsel as to whether he had established the relationship as to monthly 
peaks of applicants’ present main line customers—Maryland Gas and Maryland C unties— 
as 5 percent, “That's right.” 

‘7 Testimony implies that applicants’ system, through no fault of applicants, cannot 
wholly adjust to customers’ requirements in the event of a sudden demand because of 
nnusually cold weather developing toward the end of a billing day. 
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load, practical operations on such a system as applicants’ made it impossible to 
deliver 100 percent of gas at all times.“ This provision is counterbalanced by 
an additional provision as to over-runs, whereunder a customer receiving up to 
3 percent in excess of its contract demand would not suffer having its billing de- 
mand increased thereby. Applicants’ witness testified that this matter involved 
a practical problem connected with the regulation of the flow of gas, and Balti- 
more insists in its brief that some such tolerance is required for its protection 
from possible resulting increases in billing demands. The counterbalancing 
margins appear equitable, and staff’s proposed elimination of the 97 percent pro- 
vision should, on the evidence herein, be denied. 

Staff also proposes the elimination of a provision with respect to overruns 
whereby applicants could elect to treat an overrun exceeding 3 percent as effect 
ing an increase in the contract demand (except where abnormal losses are in- 
volved). This provision has been accepted by applicants’ new customers in nego- 
tiated contracts. It may operate simply as a penalty for the overrun or, more 
probably as a commitment stabilizing applicants’ provision of additional facili- 
ties, in either of which events it would be as much to the benefit of other cus- 
tomers as to applicants. Staff considers the provision to constitute an excessive 
penalty for overruns and as a means of circumventing applicants’ refusal to agree 
to an increase in the effective contract demand. There is no evidence upon which 
to judge the penalty “excessive”. Far from forcing a new contract demand upon 
applicants against their will, it gives applicants a type of election of remedy.” 

Staff proposes that applicants transfer all provisions relating to changes in 
contact demand to general terms and conditions. This, however, does not seem 
requisite under the Commission's regulations. 

Staff also proposes that applicants’ provision with respect to a development 
period, as concerned with the determination of billing demand, be supplemented 
by a provision to be added to the general terms and conditions standardizing the 
development period at 18 months. This has been the period of time to which ap- 
plicants have limited development periods in the past and is the period they 
intend to use in the future. Applicants are apparently agreeable to the pro- 
posal. However, there is no evidentiary support for including this matter in 
the order hereto attached.” 

Staff proposes the elimination from interruptible rate schedules (Seaboard 
IS-2 and Virginia Gas IS-1) of a provision relating to applicability and char- 
acter of service whereby applicants can control the disposition of gas sold on 
an interruptible basis so that it would be resold only on such basis.’ Staff's 
position is that the restriction would be an unreasonable restriction in cases 
where the sale-for-resale purchaser had the facilities for firming up such inter- 
ruptible gas for resale as firm gas. The objection does not appear to be of im- 
mediate importance as such sales for resale are presently made to applicants’ 


8% The 97 percent provision was new with the contract negotiated with Baltimore in 
1948, has been negotiated with others, and is not opposed by applicants’ customers who 
intervened in this proceeding. 

%® Applicants have the option of considering the overrun as effecting an increase in the 
contract demand. 

© There is no evidence justifying the imposition of such a limitation of the development 
period, particularly as the evidence shows that the period has been a negotiated one in the 
past. In any event the matter can receive such consideration as it deserves in connection 
with applications for certificates of convenience and necessity filed in the future in con 
nection with the extension of c ntract demand service to others 

“The rates provided herein shall apply to all natural gas delivered hereunder by 
Seller to buyer on an interruptible basis for resale on an interruptible basis.” (Under 
scoring supplied.) 
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subsidiaries.” However, if applicants desire to protect themselves for the 
future from some possible inadvertent equitable burden growing out of a method 


of operation on the part of their purchaser, with respect to which they may be 


charged with notice they may do so by a more appropriate provision. The present 
provision represents a potentially unreasonable restriction and, therefore, should 
be removed. 

Other matters pertaining to applicants’ tariffs in which Staff seems interested 
(exhibit 25) appear to be minor and to involve, principally, editing and arrange. 
ment, or refinement, only, without basis in the evidence upon which any proposal 
with respect thereto could be incorporated as a provision in the order issued 
herein.’ 

The Washington contract 

The intervener Washington objects to Seaboard’s tariff on the ground that the 
tariff would substantially modify a number of allegedly important provisions of 
the contract of May 1, 1937, as amended, between Washington and Seaboard.” 

However, Washington's 15-year contract with Seaboard, supra, as supplemented, 
carried a provision which, in effect, required that Seaboard and Washington fix 
by mutual agreement the rate or price to be paid for all gas delivered subsequent 
to April 30, 1950. Such a mutual agreement has not been effected, Washington 
refusing to accept Seaboard’s rate proposals. The Commission's order of April 
28, 1950 herein provided that during the suspension of Seabourd’s newly filed rate 
applicable to Washington Seaboard’s then effective rate schedule (IF. P. C. No. 7) 
which included the contract of May 1, 1987, should remain in effect. It would 
appear, therefore, that Washington's contentions with respect to the continuation 
of terms of the contract of May 1, 1937, as amended, do not involve in fact the 
validity of an existing contract representing the agreement of the parties, but 
rather equities arising from past practices between the parties, which latter, 
however, must share recognition with other equities appearing of record in this 
proceeding as bearing upon the issues arising herein. 

irticle I—renewal.—This article, as amended, provided that the agreement 
should extend for a term of 15 years from May 1, 1946, and thereafter for periods 
of three years each, unless terminated upon notice provided. Seaboard’s general 
terms and conditions provide in general that the term to be covered by a service 
agreement shall not exceed 20 years and that the term may be extended thereafter 
from year to year unless the agreement is canceled upon notice provided. 

There is no equity disclosed upon this record that justifies the future extension 
of a service agreement with Washington upon any other basis than that provided 
in Seabord’s general terms and conditions.” 


“By Seaboard to Virginia Gas Distribution for resale to Celanese Corp. of America, 
Virginia Gas to Virginia Gas Distribution for resale to West Virginia Pulp and Paper, 
and Strasburg Lime Co 
of applicants’ witness), that Seaboard file a small interruptible schedule for Maryland, 
and applicants’ witness’ statement that there would be no objection to filing such a 
schedule. In form, it would seem desirable that such filing be made, not as a matter of 
geographic symmetry but rather that some possible future customer in that area may 


“So as to an apparently implied suggestion by staff (exh. 25, and cross-examination 


be as well advised as some such possible customer in other areas served by applicants. 
However, the evidence affords insufficient basis for ordering such a filing. 

* The contract of May 1, 1937, as amended in 1946, except for its price provision, was 
for a term extending to 1961. The price provisions were subsequently agreed upon from 
time to time, the last agreement with respect thereto expiring April 30, 1950. The contract 
as amended, including the last agreed-to price provision, was continued in effect as a rate 
schedule pending the conclusion of these proceedings by the Commission's order of April 
28, 1950 

© The dispute as to the notice to be given in event Seaboard desired to cancel the con- 
tract after its original term expires was in substance settled by a statement of applicants’ 
counsel during the hearing. 
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Article I1I—priority of supply—By this article Seaboard agreed to make no 
contracts for the sale of natural gas which would curtail the deliveries to Wash- 
ington by placing too great a demand upon Seaboard’s sources of supply.” No 
such provision exists in the service agreement applicant has entered into with its 
other respective customers. Washington speaks of this provision as its “pioneer” 
right and expects to obtain thereby priority over other customers in the matter 
of some possible future division of whatever gas supply applicants may then 
have available. To confer upon Washington such a priority status would be to 
confer an undue preference in Washington’s favor as against applicants’ other 
firm customers. 

irticle 1X—pressure base—Washington desires to have used the pressure 
metering base of 14.9 pounds per square inch, absolute, provided in the contract 
of May 1, 1937, as amended. Applicants desire to standardize all deliveries on 
a base of 14.73 pounds per square inch, absolute. It appears that Seaboard’s 
contract with United for gas supplies to be delivered at Cobb carries such a pres- 
sure base (14.73 pounds) for measurement purposes, and applicants’ counsel 
advises that this pressure base is becoming standard throughout the industry. 

Washington will suffer no disadvantage by the use of the uniform pressure base 
proposed by applicants. 

irticles XI and XV—B. t. u. provision.—These articles provided, in effect, for 
a price adjustment to Washington if the B. t. u. content of the gas delivered falls 
below 1100 B. t. u. Washington objects to Seaboard’s failure to designate these 
articles as continuing in effect. 

Aside from the fact that the existence of such a provision in favor of one 
customer only would introduce an element of undue discrimination of its own, 
the B. t. u. adjustment previously determined herein, supra, will substantially 
meet the equity that Washington is here contending for. 

irticle XI [—interruption.—This article provided a billing adjustment in the 
event Seaboard failed to deliver up to 90 percent of the maximum demand in 
effect. The adjustment provided by the contract of May 1, 1937 would, in some 
respects, appear to be more favorable to the purchaser than that provided by 
the adjustment now contained in applicants’ contract demand rate schedules. 

To avoid undue discrimination such an adjustment provision should be uni 
form. The earlier provision appears to have been substantially related to con- 
ditions as they then existed with respect to applicants’ system and operations 
It cannot be found that applicants’ present adjustment provision is not appropri- 
ate under circumstances now pertaining to applicants’ system and operations. 

irticle X1V—indemnity—tThe contract of May 1, 1937 contained a provision 
relating to responsibility as between Seaboard and Washington for damage or in- 
jury occurring prior and subsequent to the delivery of the gas, and to mutual 
liability and indemnification for losses occasioned one of the parties by the neg- 
ligence of the other. Applicants’ general terms and conditions provide for a 
division of responsibility based upon control of the gas, with no specific provi- 
sion as to negligence. Washington does not suggest any specific condition under 
Which the present provision would be inadequate. In the absence of further 


evidence, Washington's contentions appear to be without merit in this respect. 


Requirements provision.—Washington objects to the contract demand provi- 
sion of applicants’ rate schedule for firm service, as applied to it, contending that 
under the contract of May 1, 1937, as amended, Washington was entitled to an 

“Tt is to be noted that this provision antedates the Natural Gas Act, as well as the 
very substantial addition to applicants’ facilities represented by the Cobb line which 
Washington contends elsewhere, was designed principally to serve other markets than 
Washington's. 
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unlimited supply of gas. Applicants have had it stated by a responsible official 
in the person of one of their witnesses that they view their contract demand 
service to require, on their part, support of their customers by a requirements 
policy.” Rights which would be obtained by Washington as a requirements cus- 
tomer could, obviously, inure to the undue disadvantage of applicants’ other 
firm customers. No justification appears in the evidence for a finding or con- 
clusion adopting Washington's contention in this matter. 

Force majeur.—Washington objects to the inclusion of a force majeur provi- 
sion in Seaboards’ general terms and conditions, on the ground that such a pro- 
vision was not contained in the contract of May 1, 1937, as amended, supra, and 
contends that such a provision should not now be imposed on Washington with- 
out Some form of special consideration to it. The removal of such a provision in 
favor of Washington only, however, would create on the part of applicants an obli- 
gation greater than that created in behalf of applicants’ other firm customers 
and would constitute a discrimination, which under certain circumstances could 
be exceedingly active.” 

It may be noted, moreover, that Washington’s vice president who testified in 
this proceeding, stated, in effect, that he could not specifically answer that a 
force majeur provision would not be justified if Seaboard’s contracts of supply 
from others contained such a provision. It appears that such a provision is in- 
cluded in the terms and conditions of service forming a part of Tennessee Gas 
Transmission Co.’s contract with United and the similar terms and conditions 
forming a part of United’s contract with Seaboard. On the evidence as a whole 
it is found, therefore, that Seaboard’s inclusion of such a provision in its general 
terms and conditions is reasonable and permissible. 


* * * 


Filed: November 7, 1951. Issued: November 8, 1951. 
EWING G. SIMPSON, 
Presiding Examiner. 

*? This policy appears also in a statement contained in the several contract demand 
schedules as a “due diligence’ undertaking on the part of applicants, severally. 

*§ Washington has in mind, apparently, that the benefit to it of the exclusion of such a 
clause would spring from the fact that Seaboard has access to sources operated by its 
affiliate, United, for a certain portion of supplies. 
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In true Martrer oF 
THE CITY OF FAIRFIELD, ILLINOIS 


Application Under Section 7 (a) of the Natural Gas Act for Order 
Directing Establishment of Natural Gas Service 


Docket No. G—1613 
Filed January 7, 1952; Issued January 8, 1952* 
Syllabus 


Commission directs Trunkline Gas Co. to establish connection of its interstate 
transmission facilities with those of applicant and to sell and deliver 
natural gas to applicant on finding that public interest requires granting 
of such request. P. 556. 


Derald IT. Ruttenberg, Donald L. Arnold, and Kelley Loy, for the 
applicant. 

Justin R. Wolf, for the respondent. 

William R. Duff and Robert Perdue, for the staff of the Federal 
Power Commission. 


LAW, Presiding Eraminer: This matter came on for hearing by reason of 
the Commission’s order of October 25, 1951. On February 16, 1951, the city 
of Fairfield, Ill. (hereinafter referred to as Fairfield), filed application for 
an order directing Trunkline Gas Supply Co. to permit Fairfield to establish 
physical connection with the facilities of Trunkline and to require Trunkline 
to deliver natural gas to Fairfield at the point of interconnection. As originally 
filed, the application asked for natural gas service for the operation of Fair- 
field’s electric generating system, as well as for resale for domestic and other 
uses within the community. An answer was filed by Trunkline Gas Co. 
(hereinafter referred to as Trunkline or Respondent), in which, among 
other things, attention was called to a change of name from Trunkline Gas 
Supply Co. Subsequently, on June 25, 1951, Fairfield filed an amended ap- 
plication in which the respondent is correctly named as Trunkline Gas Co., 
the request for natural gas in Fairfield’s electric generating plant as a boiler 
fuel is withdrawn, and the maximum proposed demand of Fairfield for natural 
gas is set at 1,442 M. ¢. f. per day in the fifth year of service. Subsequently, 
during the course of the hearing and in the brief filed by the applicant, the 
requirements of Fairfield were reduced to a beginning peak day of 208 M. c. f. 
and a peak day requirement of 1,200 M. ¢. f. in the fifth year of service. 

No notices or petitions in intervention were filed within the time provided by 
the Commission’s rules; however, on November 13, 1951, the day immediately 
preceding the date set for hearing, the city of Detroit, Mich., filed a petition in 
intervention. At the hearing, the presiding examiner inquired whether there 

*Initial decision and order became effective on February 8, 1952, as the final decision 
and order of the Commisison. 
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were appearances for any interyvenors or proposed intervenors and received 
no response to his inquiry. The city of Detroit did not in any way follow up 
its petition for intervention and the Commission accordingly, by an order of 
November 30, 1951, denied the prayer of said petition. At the hearing, counsel 
appeared for the applicant, the respondent and for the staff of the Federal 
Power Commission. At the close of the hearing provisions were made for the 
filing of briefs, first, by the city of Fairfield, secondly, by the other parties, and 
finally, reply briefs by the applicant. Briefs were thereafter filed by the ap- 
plicant and by counsel for the staff of this Commission. After the time had 
elapsed for filing of briefs by other parties, Fairfield filed a waiver of its rights 
to file a reply brief. 


STATEMENT OF THE CASE 


Fairfield is a municipal corporation of the state of Illinois, having a popula- 
tion of 5,576 at the time of the 1950 census, and lying approximately 1144 miles 
directly east of the point of intersection of its proposed line with the existing 
system of Trunkline. Fairfield now has no gas distribution system, but the 
voters of the city, at an election held April 17, 1951, approved: 

(1) An ordinance authorizing and providing for the construction, Ownership 
and operation of a municipal gas public utility for the city of Fairfield, Wayne 
County, Il., and for the issuance of seven hundred fifty thousand dollars 
($750,000) mortgage certificates designated gas public utility certificates of said 
city, payable solely from the income and revenues of said gas public utility and 
secured by mortgage by way of trust deed on the tangible public utility prop- 
erty acquired and constructed, for the purpose of defraying the cost of acquir- 
ing and constructing said public utility, describing all details of said certificates, 
and providing for the collection, segregation and distribution of the revenue of 
said gas public utility of said city, for the purpose of paying the cost of operation 
and maintenance thereof, providing a depreciation fund, and paying the princi- 
pal of and interest on said public utility certificates ; and 

(2) A proposal that the city should operate a municipal gas public utility for 
the use or benefit of private consumers or users, for hire or charge for such con- 
sumption or use as provided by the said ordinance. 

Trunkline is a Delaware corporation, authorized by this Commission to oper- 
ate a system of transmission facilities, including a 26-inch natural gas pipeline 
from a point near Longville, Beauregard Parish, La., through the states of Arkan- 
sas, Mississippi. Tennessee and Kentucky, to a point of connection with the facili- 
ties of Panhandle Eastern Pipe Line Co. (hereinafter generally referred to as Pan- 
handle), at Tuscola, Douglas County, Ill. By the Commission's order of May 4, 
1950, Trunkline is authorized to sell and deliver to Panhandle, the entire initial 
eapacity of its 26-inch pipeline, less a volume not in excess of 1,500 M. ¢. f. per 
day, which Trunkline is hereafter required to deliver to Southeastern Illinois 
Gas Co., if and when the latter company completes its facilities for the sale and 
distribution of such gas for use in and near Metropolis, Ill. In the findings 
upon which the order of May 4, 1950 is based, the Commission states that: 

Trunkline should be authorized to sell and deliver to Panhandle Eastern Pipe 
Line Co. the entire initial capacity of its proposed pipeline, approximately 
250,000 M. ¢. f. per day, less the maximum volume of 1,500 M. ¢. f. per day, which 
should be delivered to Southeastern Illinois Gas Co. 

During the course of the present hearing it appeared that no service is yet 
being made to Southeastern Illinois Gas Co., because the facilities of that com- 
pany have not yet been completed. It is anticipated that deliveries to South- 
eastern may begin about March 1952. 
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The president of Trunkline testified at the hearing that with the existing fa- 
cilities of Trunkline it is possible to deliver the 250,000 M. c. f. per day required 
for Trunkline’s service to Panhandle and at the same time meet the possible 
demands of 1,500 M. ec. f. of Southeastern at Metropolis and 1,200 M. c. f. for 
Fairfield. 

THE ISSUES 


The primary issues involved in the present proceeding are as follows: 

1. Is the applicant a municipality legally authorized to engage in the local dis- 
tribution of natural gas and for such purpose to extend its facilities to terri- 
tory served by the respondent. 

2. Can the respondent make the connection requested, deliver the quantities 
of natural gas desired and perform the service sought by the applicant, without 
impairing its ability to render adequate service to its existing customers. 

3. Is the relief sought by the applicant necessary or desirable in the public 
interest. 

CONTENTIONS OF THE PARTIES 


The applicant.—The applicant, in its brief, proposes the following findings and 
conclusions : 

(1) That applicant is a qualified applicant within the purview of section 7 (a) 
of the Natural Gas Act, as amended ; 

(2) That applicant is able and willing properly to do the acts and to perform 
the service proposed ; 

(3) That granting of the relief requested by applicant is desirable in the 
public interest ; and 

(4) That the granting of the relief requested will not in the circumstances, 
under the provisions of section 7 (a) of the Natural Gas Act, place an undue 
burden upon Trunkline or impair its ability to render adequate service to its 
customers. 

The respondent, Trunkline—Trunkline did not exercise its right to file a 
brief. Counsel for Trunkline took the position that the company could supply 
the quantities of gas required by the applicant and at the same time serve 
the Public Utility Co. which proposes to supply natural gas in Metropolis, IL, 


and deliver at least 250,000 M. ¢. f. per day of natural gas to Panhandle Eastern 





Pipe Line Co. The respondent, however, took the position that since this Com- 
mission had heretofore provided that all the gas in excess of the requirements 
for Metropolis be delivered to Panhandle, it could not voluntarily enter into any 
arrangements for the service of natural gas to the applicant and could only act 
upon the authority of this Commission acting under section 7 (a) of the 
Natural Gas Act. 

Commission staff's counsel.—Counsel for the staff in his brief proposes the 
following findings and conclusions : 

(1) Applicant, the city of Fairfield, Ill., is a municipal corporation existing 
under the laws of the state of Illinois. 

(2) Respondent, Trunkline Gas Co., a Delaware corporation with its princi- 
pal place of business at Houston, Tex., owns and operates, among other facili- 
ties, a natural-gas transmission pipeline system extending from Louisiana 
through the states of Arkansas, Mississippi, Tennessee, and Kentucky to the 
state of Illinois, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as previously found by the Commission in its order of 
May 4, 1950, In the Matters of Trunkline Gas Supply Co. et al., docket Nos. 
G-882, G-1317 and G-1152. 
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(3) The directing, by order, of the establishment by respondent, Trunkline 
Gas Co., of physical connection of its natural-gas transportation facilities with 
those proposed to be constructed by applicant, and the directing of the sale 
and delivery by said respondent of natural gas to said applicant, are desirable 
in the public interest. 

(4) The granting of the relief requested by applicant will not in the circum- 
stances here, under the provisions of section 7 (a) of the Natural Gas Aet, 
place upon respondent any undue burden or impair its ability to render service 
to its customers. 

(5) Respondent shall not be obligated to sell and deliver gas to applicant 
in quantities greater than 1,200 M. ¢. f. per day. 

(6) This order supersedes and modifies the order of May 4, 1950, Jn the 
Matters of Trunkline Gas Supply Co. et al., docket Nos. G—-S882, G-1317, and 
G-1152, to the extent, if any, that such order required delivery by Trunkline 
to Panhandle Eastern Pipe Line Co, of quantities of gas greater than 250,000 
M. ¢c. f. per day. 

DISCUSSION OF THE FACTS 


The city of Fairfield is a municipal corporation of the state of Illinois, It 
now operates plants and distributing systems to supply water and _ electric 
energy to its people. By the laws of Illinois, it can serve customers outside the 
municipality, only if and when it has a surplus of any utility product for sale 
and there is no intent here to serve anyone outside, unless some such service 
may be necessary as a condition to obtaining right of way for the 11% mile 
line which it proposes to construct between Trunkline’s system and its new 
proposed distribution system. 

Construction of the distribution system and the necessary connecting line from 
Trunkline’s system was authorized by a vote of the city’s electors at a municipal 
election on April 17th, last. The result of the balloting showed 1,371 votes for the 
bond issue and 1,287 votes for authorization to construct and maintain the pro- 
posed natural gas system, in a community which had a 1950 population of 5,576. 
The vote was better than 5 to 1, and the total vote cast bears a high ratio to the 
total population. 

The large vote also offers some confirmation to the applicant's estimates of 
future sales, by indicating that many voters expect to become consumers of natu- 
ral gas when the applicant’s proposed distribution system is constructed. 

The record shows that the municipality is presently engaged in the distribution 
of water and electric energy to its people. Thus, the proposed municipal distri- 
bution of natural gas raises few new problems. While offering no guarantee, the 
familiarity of the city officials with public utility operation offers some indication 
of the city’s ability to successfully operate an additional utility, and also indi- 
cates confidence in the operative ability of such officials on the part of the elec- 
tors who have voted for the use of natural gas to be distributed by the city. 

The number of residential and commercial consumers is estimated at 800 in 
the first year of operation and 1800 for the fifth year of operation. No industrial 
customers are originally anticipated. Peak day and annual requirements are 
estimated at 208 M. c. f. and 32,000 M. c. f., respectively, for the first year, in- 
creasing to 1,200 M. ce. f. and 145,800 M. c. f., respectively, in the fifth year. Con- 
struction of the 8-inch connecting line proposed by the applicant, together with 
the original local distribution system, would cost, according to applicant’s engi- 
neers, approximately $533,500, of which $251,000 represents cost of the connect- 
ing line, regulating station and appurtenances, $234,000 represents cost of dis- 
tribution facilities, and $48,500 represents an allowance of ten percent for right 
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of way, engineering and overheads. Additions to the distribution system during 
the next succeeding four years are estimated to cost $150,000. Upon the basis of 
these costs it is estimated that the bonds can be met without difficulty, when due, 
out of the profits from gas sales. A contract has been entered into for the sale 
of the bonds at 3% percent. The bonds will mature in 30 years. They could, 
however, in the opinion of the engineer employed by the applicant, be retired from 
gas Sales receipts within 20 years. 

The cost estimates are based upon the largest sizes of pipe proposed in both 
the connecting line and the distribution system. Some reductions in sizes may 
be obtained without reducing the service below that proposed, and if this is done 
additional savings will be effected in construction costs. Receipts from sales 
are estimated upon rates similar to those now in use in nearby communities 
served with natural gas. 

Testimony for the applicant is to the effect that new industries, which might 
otherwise locate at Fairfield, will not consider such location because natural gas 
is not available for their employers or for the industries, themselves. The only 
presently used gaseous fuel is bottled gas and not only is this type of fuel costly, 
but containers have now become very hard to obtain and service to new consum- 
ers is limited generally to those obtaining the facilities of other consumers who 
die or move away. In his brief staff counsel states that the staff believes the 
showing made to be sufficient to justify a finding that the proposed service is 
“necessary or desirable in the public interest.” 

Trunkline is now obligated to deliver volumes up to a maximum of 1,500 M. ¢. f. 
per day to Southeastern Illinois Gas Co. for service to Metropolis, Ill. It is fur- 
ther now required by the provisions of the Commission's order of May 4, 1950, 
In the Matter of Trunkline Gas Supply Co., et al., docket Nos. G—882, G-1317 and 
G-1152, to deliver the entire initial capacity, in excess of the requirements for 
Metropolis, to Panhandle. 

In the discussion accompanying the order of May 4, 1950, above referred to, it 
is clear that the Commission had in mind that the “initial capacity” of the re- 
spondent’s line would be 250,000 M. ¢. f. per day over and above the Metropolis 
requirements. We assume that in setting this present proceeding down for hear- 
ing it was intended that if the presiding examiner found for the applicant, he 
would authorize deliveries to the applicant out of any excess gas available to the 
respondent, after delivery of the required 250,000 M. ¢. f. for Panhandle and the 
requirements of Southeastern for Metropolis, up to the maximum authorized 
daily volume of 1,500 M. c. f. 

The president of Trunkline stated that he had discussed this application with 
the officers of Panhandle, which is the majority stockholder as well as the 
principal customer of the respondent. Panhandle made no attempt to intervene 
in this proceeding and was not represented by counsel in the hearing. This indi- 
cates, of itself, that Panhandle is content to leave this matter to Trunkline as 
long as Panhandle gets 250,000 M. ¢. f. per day. 

Mr. Byrd, president of the respondent, testified that on no occasion had all the 
compression facilities of the respondent been utilized, that deliveries of the re- 
quired 250,000 M. c. f. were being made and that the proposed quantities for 
Southeastern at Metropolis and for the applicant herein could be delivered at 
all times with existing facilities and without impairing the ability of the re- 
spondent to deliver 250,000 M. c. f. per day to Panhandle. Furthermore, the 
record nowhere indicates that the proposed service will in any manner place an 
undue burden upon the respondent as to facilities, finances or otherwise. 

The cost of the 100 feet of pipeline and the measuring station which the re- 
spondent would be required to construct, to effectuate the proposed sale and 
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delivery to the applicant, is estimated at $16,750, which sum the respondent is 
willing and able to expend if authorized by this Commission. This is no deterrent 
or burden upon the respondent, and we can conclude, upon the whole record, 
that the public interest requires us to grant the applicant’s prayer and direct the 
relief sought herein. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence and the contentions and arguments of 
counsel, it is found and concluded that: 

(1) The applicant, the city of Fairfield, TIL, is a municipal corporation under 
the laws of Illinois. 

(2) The applicant is legally authorized to distribute natural gas within the 
boundaries of the said municipal corporation. 

(3) The applicant is a qualified applicant for an order under section 7 (a) of 
the Natural Gas Act, 

(4) The applicant is financially able and has been authorized to construct and 
operate a municipal natural gas distributing system and the necessary connecting 
line to the point of takeoff from the interstate system of the respondent. 

(5) The respondent, Trunkline Gas Co., is a Delaware corporation, with its 
principal office at Houston, Tex., and operates an integrated interstate natural 




















gas transmission pipeline system, which includes a 26-inch line, from a point 
near Longville, Beauregard Parish, La., through the states of Arkansas, Missis- 
sippi, Tennessee and Kentucky to Tuscola, Douglas County, Il. 

(6) The respondent now sells and delivers natural gas to Panhandle Eastern 
Pipe Line Co. at Tuscola, IL, and is authorized to sell volumes of natural gas, 
not exceeding 1,500 M. ¢. f. per day, to Southeastern Illinois Gas Co., upon com- 
pletion of facilities for distribution of such gas in and about Metropolis, IL, 
which is expected to occur about March 1952. 

(7) The respondent is now delivering to Panhandle the contract volumes of 
250,000 M. ¢. f. of natural gas per day, without utilizing all of its existing com- 
pression facilities, and can deliver the 208 M. ¢. f. maximum for the first year and 
1,200 M. ¢. f. maximum volume of natural gas to be required by the applicant 
in the fifth year of operation, without any undue burden and without impairing its 
ability to serve its existing and authorized customers. 

(8) The granting of the relief requested by the applicant under section 7 (a) 
of the Natural Gas act is desirable in the public interest. 


ORDER 

















Wherefore, 
or on its own motion, as provided in its rules of practice and procedure that : 

(A) The prayer of the applicant's petition is hereby granted and Trunkline 
Gas Co, is directed to establish a physical connection of its interstate natural 
gas transportation facilities with the facilities of the applicant, the city of Fair- 
field, Ill., at a point upon the respondent's 26-inch pipeline in Wayne County, IIL, 
approximately twelve miles west of the corporate limits of the applicant, and to 


it is ordered, subject to review by the Commission upon appeal 


sell and deliver natural gas to the applicant at said point of interconnection: 
(B) All sales and deliveries made by the respondent to the applicant shall be 
in accordance with the rate schedules and terms of service filed by the respondent 
with this Commission ; 
(C) Deliveries by the respondent to the applicant shall be limited to a maxi- 
mum of 1,200 M. ¢c. f. per day ; 
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(D) This order modifies the order of the Commission, dated May 4, 1950, In the 
Matter of Trunkline Gas Supply Co., et al., docket Nos. G-8S82, G-1317 an G—1152 
only to the extent necessary to effectuate the purposes of this order. 


(E) The respondent shall report to the Commission, in writing, under oath, the 


completion date of the construction of the facilities required for interconnection 
with and delivery of natural gas to the applicant, together with the date of the 
commencement of deliveries to the applicant. 
Filed: January 8, 1952. Issued: January 8, 1952. 
GLEN R. Law, 


Presiding Examiner, 
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In THE MATTER OF 


POTOMAC GAS COMPANY 


Application for Certificate of Public Convenience and Necessity 


Docket No. G-1768 
Filed January 28, 1952; Issued January 29, 1952* 
Syllabus 


‘ertificate issued to Potomac Gas Co. authorizing construction and operation 
of proposed facilities for the transportation of natural gas, on finding 
that, due to limited capacity of existing interconnection with Washington 
Gas Light Co., applicant’s service area is not as full a_ beneficiary from 
Washington Gas’ standby and storage facilities as is that part of the sys- 
tem in the District and Maryland areas. P. 563. 

Installation of lateral pipeline will not constitute duplication of facilities in 
any significant sense when service would thereby be assured during times 
of emergency, and when load conditions would be improved. P. 563. 


7. Justin Moore, George D)., Gibson, C. Oscar Berry, and Edward B. 
Longyear for Potomac Gas Co. 

Albert J. Feigen and Bernard A. Foster, Jr. for staff of the Federal 
Power Commission. 


Simpson, Presiding Examiner: On August 14, 1951, Potomac Gas Co. (appli- 
cant) filed an application with the Federal Power Commission for a certificate of 
public convenience and necessity under section 7(¢) of the Natural Gas Act, 
as amended, for the construction and operation of a 16-inch steel gas trans- 
mission pipe line to extend some 14,000 feet from the eastern terminus of 
applicant’s existing 16-inch pipe line at Fillmore Street, Arlington County, 
Virginia, to a connection with the gas transmission facilities of Washington Gas 
Light Co. (Washington) at the southern end of Key Bridge, Va. 

In accordance with the Commission's order fixing date of hearing, and upon 
due notice, a public hearing was held in this matter, with the undersigned 
examiner presiding, which commenced on December 4, 1951 and concluded on 
December 6, 1951. Main and reply briefs have been filed by various participants 
in the proceeding. 

THE ISSUES 

The principal issue arising upon the evidence and the contentions made by 
counsel with respect thereto in this proceeding, is whether construction and op- 
eration by applicant of its proposed 16-inch steel gas transmission pipe line is 
or will be required by the present or future public convenience and necessity. 

Among the issues disposed of in the following, subordinate to the ultimate 
issue of public convenience and necessity, is the issue raised by the intervener 
County Board of Arlington County, Va., whether construction and operation of 


*Initial decision and order became effective as final decision and order of the Commission 
on April 15, 1952, by order of the Commission, infra, p. 565. 
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POTOMAC GAS CO. 


the proposed facility may lead to adverse effects upon rates charged Rosslyn 
consumers. Findings and conclusions are also required under the Natural 
Gas Act, as amended, as to whether applicant is a qualified applicant within the 
meaning of section 7(e) of the act, as well as to whether applicant is able and 


willing properly to do the acts and perform the service proposed and to conform 
to the provisions of the act and the requirements, rules and regulations of the 
Commission thereunder. 


CONTENTIONS 


Applicant contends, in substance, that the construction and operation of the 
proposed facility is necessary to enable delivery of sufficient gas to meet the 
requirements of Rosslyn Gas Co. (Rosslyn) in the event of an interruption of 
supply from presently available facilities lying south of the Potomac River, 
when such requirements would have to be supplied from the facilities of Wash- 
ington, and that, conversely, the proposed facility is necessary to provide as- 
surance of continuity of gas service in the District of Columbia and Maryland 
area in the event of interruption of supply from presently available facilities 
lying north of the Potomac River; that the existing interconnection between 
the terminus of applicant's Dranesville line and Washington's facilities at the 
south end of Key Bridge is inadequate for either of such purposes and as an 
alternate means of supply, can meet the requirements of Rosslyn only when the 
average daily temperature is approximately 50° F. or above; that the evidence 
of record clearly supports a finding that the public convenience and necessity 
require the construction and operation by applicant of the proposed pipe line; 
and that applicant is able and wiling properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission there- 
under. 

The intervener, County Board of Arlington County, Va., (County Board), 
contends, in substance, that the present facilities of Washington’s system are ade- 
quate to meet system peak demands in normal operation ; that applicant’s alleged 
emergency need stands unproved; that the proposed facility duplicates existing 
facilities and may have adverse rate effects, permitting the charging of pre- 
judicial rates to consumers of Rosslyn on a rate base only part of which is used 
and useful for service to Rosslyn; and that the construction and operation of 
the proposed pipe line are not required by public convenience and necessity. 

Staff counsel contends, in effect, that the proposed 16-inch interconnection is 
necessary as a link between applicant's Dranesville line and Washington’s system 
as a means of transporting natural gas either from Virginia into the District of 
Columbia or from the District of Columbia into Virginia in sufficient volumes to 
assure continuity of service to consumers located on either or both sides of the 
Potomac River, in the event of failures on applicant’s or Washington’s existing 
lines or on the supply lines of Atlantic Seaboard Corporation (Seaboard) and 
Virginia Gas Transmission Corporation (Virginia Gas) ; and that construction 
and operation of the facility are required by public convenience and necessity. 


DISCUSSION OF THE EVIDENCE 


{pplicant’s operations.—Applicant is a corporation organized under the laws 
of the Commonwealth of Virginia, is a subsidiary of Washington, and is engaged 
solely in the transportation of natural gas for Washington both for delivery 
to the distribution facilities of Rosslyn at a point of connection therewith at 
Lee Boulevard and Fillmore Street (Fillmore Street connection)-and for ulti- 
mate delivery to Washington's facilities at the south end of Key Bridge. 
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For the foregoing purpose applicant owns and operates a 16-inch natural gas 
transmission pipe line (Dranesville line) extending from the gate station con- 
nection with Virginia Gas transmission pipe line at Dranesville, Va., through 
Fairfax and part of Arlington Counties, Va., to the Fillmore Street connection 
with Rosslyn’s facilities, a distance of 18 miles. The existing Dranesville line 
provides (1) a direct source of natural gas supply to Rosslyn for service to the 
area comprising the cities of Alexandria and Falls Church, portions of Fairfax 
County and all of Arlington County, Va., and (2) an alternative or supplemental 
source of natural gas supply to Washington for distribution in the District of 
Columbia and Maryland. 

Applicant’s proposed 16-inch line, the subject of this proceeding, extending 
from the Fillmore Street terminus, supra, to the gas transmission facilities of 
Washington at the south end of Key Bridge, would constitute a continuation of 
applicant’s present Dranesville line and weuld serve to supply Rosslyn, in the 
event of a possible interruption of its Dranesville supply from sources available 
to Washington north of the Potomac River or to supply Washington from Dranes- 
ville in the event there should be a deficiency of supply to Washington from facili- 
ties north of the Potomac River. 

National gas requirements in the service arca.—Washington and its distribut- 
ing subsidiaries sell and distribute natural gas at retail in the metropolitan area 
consisting of the District of Columbia (District), Montgomery and Prince 
Georges Counties, Md., the cities of Alexandria and Falls Church and the 
counties of Fairfax (portion) and Arlington, Va. 

As of the end of 1950, service was provided by integrated operation of these 
combined distribution facilities to approximately 46,000 meters in Virginia, 
55,000 meters in Maryland and 177,000 meters in the District. During 195), 
annual gas requirements totaled: Virginia, 2.668312 M. ¢. f.: Maryland, 4,477,895 
M. ¢c. f.; and the District 12,421,161 M. ¢. f. On the peak day of the winter seasor 
1950-51, the send-out for the over-all system was 148,802 M. ec. f., of which an 
estimated 22,300 M. c. f. represented peak day requirements of customers in Vir- 
ginia, 41,100 M. ¢. f., requirements of customers in Maryland, and 85,402 M. ¢. f., 
requirements of customers in the District. 

The foregoing statistics reflect, in general, substantial increases in meters and 
annual and peak day requirements over corresponding service for the preceding 
period. Similarly, meters and annual and peak day requirements estimated 
through the winter season of 1953-54, on the basis of certain assumptions as te 
the imposition by public authority of restrictions on the addition of space heat- 
ing customers, reflect a continuation of substantial growth over the whole system. 
including Rosslyn. It is to be observed that in each area (District, Maryland, 
and Virginia) the increase in customers dependent upon gas for space heating is 
one of the main reasons for the continuing substantial growth of load. 


Natural gas supply.—Washington purchases natural gas to meet the require- 


ments of Washington, and its distributing subsidiaries, from Seaboard. De- 
liveries with respect to such purchases are effected by Seaboard to Washington at 
Rockville, Md., and by Virginia Gas to applicant for Washington’s account at 
Dranesville, Va. 

The Seaboard-Virginia Gas transmission system, providing such deliveries to 
or for Washington, consists of two interstate natural-gas transmission pipe lines 
owned and operated in each instance, in part, by Seaboard and, in part, by 
Virginia Gas. One of these lines (20-inch) extends continuously from Boldman, 
Ky., to Rockville, Md., thence northward: the other (26-inch) extends similarly 
from Clendenin, W. Va., to Rockville, Md. The two lines are interconnected 
for operational purposes, at both Dranesville and Rockville. This system pro- 
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vides the entire natural gas supply required for service by Washington and its 
subsidiaries. 

Natural gas transmission pipelines, owned and operated by Washington and 
certain of its transmission subsidiaries (including applicant and Prince Georges 
Gas Corp.), conneect with the foregoing Rockville and Dranesville delivery points 
on the Seaboard system and include three lines located on the Maryland or 
north side of the Petomac River, and one—the Dranesville line—owned and oper- 
ated by applicant, on the Virginia or south side of the river. Those on the 
north side, extending from Rockville, consist of a 16-inch line terminating at 
Washington's West station (gas pumping and holder station), a 12-inch line 
terminating at Washington’s East station (standby oil gas manufacturing plant 
and holder station), and a 22-inch line terminating at a gas pumping and holder 
station located at Chillum, Md., but thence connected by transmission pipe line 
to Washington’s East station. Washington’s East and West stations are further 
connected by an additional gas transmission pipe line, by means of which gas 
can be dispaiched in either a westerly or easterly direction, as the demand or 
emergency requires. 

Under normal operating conditions, and assuming a reasonable delivery pres- 
sure on Seaboard’s system, the capacity of Washington's lines north of the 
Potomac River total approximately 210,000 M. c¢. f. per day, and the capacity 
of the Dranesville line south of the river totals approximately 60,000 M. c. f. 
per day. Compared with such capacities, peak day requirements for Maryland 
and District areas range from an estimated 172,100 M. e. f. in 1951-1952 to 
approximately 180,000 M. c. f. or more in 1953-1954, and peak day requirements 
for the Virginia area range from an estimated 33,900 M. c. f. in 1951-1952 to 
approximately 35,006 M. c¢. f. or more in 1953-1954. Under a condition of lower 
pressure on the Seaboard system than that assumed, and such as has, in fact, 
been experienced on occasions during peak periods in the past, the delivery 
capacities of Washington’s transmission lines would be reduced. Applicant, 
in effect, however, concedes that under normal operating conditions the facilities 
on the north side of the Potomac River are able, except for certain incidental 
flows via the Key Bridge, to supply all of the gas requirements for the Mary- 
land and District areas, and applicant's to supply all of the gas requirements of 
Rosslyn, and that the proposed 16-inch connecting line is not, under such condi- 
tions, required. 

Washington's storage and standby facilities —Facilities available to the over- 
all system for standby and emergency purposes are located entirely on the 
north side of the Potomac River. Prince Georges Gas Corp. (Washington sub- 
sidiary) owns and operates a gas holder storage plant at Chillum, Md. (20,000 
M. ¢«. f. capacity), and Washington owns and operates storage holders at its 
West station (4,500 M. c. f. capacity), at its East station (6,500 M. ec. f. capacity ), 
and at its “K” Street station (2,500 M. ¢. f. capacity), for an estimated total 
system normal holder capacity of 30,000 M. c. f. Washington further has avail- 
able, at its East station, oil gas standby production equipment and is presently 
engaged in constructing at Rockville, Md., under a temporary certificate from 
this Commission, additional standby storage facilities to contain 100,000 M. c. f. 
of natural gas and propane-air gas. Thus, with no storage or standby facilities 
on the Virginia side of the river, Rosslyn is dependent for standby upon the 
facilities north of the river, which, however, are now available to Rosslyn and 
its customers only by means of the existing interconnection between Rosslyn 
facilities and Washington facilities at the south end of Key Bridge. 


Existing interconnecting facilities—applicant, Rosslyn and Washington. 


Existing facilities affording an interconnection between the facilities of Wash- 
ington and the Fillmore Street terminus of applicant's Dranesville line consist 
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of a 16-inch gas transmission pipe line extending from Washington's West sta- 
tion to the north end of Key Bridge, 12-inch gas transmission pipe lines crossing 
Key Bridge, and, except for the negligible capacity of a smaller line, a single 
12-inch cast iron gas transmission pipe line, owned by Rosslyn, extending from 
the south end of Key Bridge to the terminus of applicant’s Dranesville line at 
the Fillmore Street connection.’ 

It being apparent from matters in evidence, recited above, that Washington 
and its subsidiaries do not necessarily require applicant's proposed 16-inch pipe 
line for supply under normal operating conditions, applicant rests its case upon 
the proposition that under emergency conditions Rosslyn’s 12-inch cast iron part 
of the existing interconnecting facilities, limited as to allowable safe operating 
pressures, would be inadequate for the purpose of rendering essential emergency 
service to systems on either side of the Potomac River, and constitutes, in this 
respect, a potential system bottleneck. 

Due to physical limitations, Rosslyn’s 12-inch cast iron portion of the inter- 
connecting facilities cannot be operated safely at pressures in excess of 50 
pounds per square inch. Under such pressure limitations, this line permits 
delivery of but 650 M. c. f. of gas per hour, or a total of 15,000 M. c. f. per day. 
At this rate of delivery, and under emergency conditions which would require 
that Rosslyn be wholly supplied from the north side of the Potomac, neither 
the maximum hourly requirements of the Virginia area, estimated to be 2,140 
M. ec. f. per hour on a peak day (1951-1952), nor the corresponding estimated 
peak day requirements of 33,900 M. c. f., could be delivered by this facility. In 
fact, the evidence is that the presently limited rate of delivery would be adequate 
only on days when the average daily temperature did not fall below approxi- 
mately 50° F., and it is to be observed that during the past winter (1950-1951), 
there were 123 days when the average daily temperature in the metropolitan 
area was less than 50° F. In a proportionate degree this existing interconnecting 
facility would be inadequate to provide the District and Maryland areas with 
a supply supplemental to Washington's standby facilities north of the river in 
the event of emergencies affecting normal deliveries south of Rockville. Thus, 
while applicant’s Dranesville line is capable of delivering approximately 60,000 
M. c. f. of gas per day at the Fillmore Street connection, assuming Rosslyn’s 
peak day requirements to be some 34,000 M. ¢. f. (1951-1952), of some 26,000 
M. ec. f. estimated to be available for use on the north side of the river, if neces- 
sary, the present interconnecting facility could not deliver in excess of 15,000 
M. c. f. to the south end of the Key Bridge. The proposed facility, under certain 
assumed conditions as to available pressure, and depending upon the require- 
ments of Rosslyn, could deliver a maximum of some 45,000 M. c. f. per day 
at that same point. 

Nature of emergencies anticipated.—Applicant ultimately bases its case upon 
the possibility of interruption in supply by failure occurring (1) on the pipe line 
system of Washington’s supplier, Seaboard, or (2) on either one of the four 
Washington system transmission lines lying north and south of the Potomac 
River, supra. 

Applicant’s principal witness testified to three major outages of gas occurring 
within the past ten years, resulting from pipe-line breaks on Seaboard system's 
20-inch Boldman-Rockville line and to certain relatively recent incidents of a 
more limited nature which have occurred on that system’s 26-inch Clendenin- 
Rockville line. In the instance of the first break on the 20-inch line, which 
occurred at Rockville in early April 1942, natural gas supply to Washington was 
completely disrupted for a period of seven or eight hours; in the instance of the 


1At which terminus connection is also made with Rosslyn's distribution system, 
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second break, which occurred in West Virginia, in February 1947, supply to 
Washington was substantially interrupted for a period of 48 hours; and in the 
instance of the third break, occurring at Hazel Run, Va., in January 1948, supply 
was interrupted fer a period of some 17-18 hours. In the instance of the latter 
break the evidence discloses that natural gas service was maintained to Rosslyn 
only by Washington pumping gas out of its West station holders and across Key 
Bridge. 

Applicant’s Dranesville line is composed of pipe sections approximately 40 feet 
long, welded together. The foregoing witness also testified that a bad fracture 
at any weld might cause a blowout of the line, necessitating shutting it down for 
repairs. This witness further testified that accidents which might produce such 
effects could result from construction work of contractors operating near the pipe 
line. In fact, the latter represents a class of accident with respect to which 
Washington has had some experience on its system. 

As of the present time, in the event of an interruption of service of the fore- 
going character, Washington would not be able to get the volume of gas across 
Key Bridge into Rosslyn’s system through the existing 12-inch cast iron section 
of the existing interconnecting facility necessary to take care of Rosslyn’s require- 
ments. Further, if the weather were cold enough, at the time of such an emer- 
gency requiring that Rosslyn rely on the capacity of its existing connection with 
facilities of Washington across the river, not only would some 20,000 space 
heating customers and some 30,000 domestic customers in the Virginia area be 
seriously affected, but there could be a dangerous drop in gas pressure throughout 
the entire Rosslyn system, with attendant risk of explosions and an attendant 
possible delay of two to three weeks in the restoration of service. The serious 
nature of this risk is further revealed by testimony to the effect that if an inter- 
ruption occurred on applicant’s Dranesville line during cold weather, a major 
portion, if not all, of Rosslyn’s system would probably be out of gas, there being 
insufficient time, under the circumstances, to localize the effects of interruption 
to specific areas by the operation of valves. 

The evidence generally reveals that because of the limited capacity of the exist- 
ing interconnecting facility Rosslyn is not as full a beneficiary of Washington's 
available standby and storage facilities north of the river as is that part of 
Washington’s system serving the District and Maryland areas. 

Incidental uses of the interconnection—The interconnecting facility is pres- 
ently used for the purpose of bringing gas from Dranesville to the District. The 
facility was used for this purpose some 132 days during 1950 and some 114 days 
for 11 months of 1951. These flows are used to alleviate pressure conditions at 
Washington's gate station at Rockville and to indirectly stabilize the B. t. u. bal- 
ance of natural gas delivered by the Seaboard system at Dranesville and Rock- 
ville, as well as for the purpose of enabling Washington and subsidiaries to main- 
tain the low pressures desired in transmission mains. The record, however, con- 
tains no evidence that the present interconnection is not adequate for the purposes 
here involved and, furthermore, it is reasonably apparent that these benefits are 
incidental. Applicant does not rely upon such operations as substantially sup- 
porting its application. 

Duplication of facilities —There is no evidence that the installation of the 
proposed 16-inch line would constitute a duplication of facilities in any significant 
sense, in view of the insurance of service during times of emergency which its 
construction would afford. Further, if the proposed construction is authorized, 
the 12-inch interconnection facility will be used for distribution purposes by 
Rosslyn to relieve load conditions at the present regulator located at Lee Boule- 
vard and Fillmore Streets, Arlington, and supply the increased load developing 
in the area. : 
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Cost and financing.—The estimated cost of the proposed 16-inch line is $170,000, 
consisting of an estimated $77,000 for materials, pipe coating and valves, an 
estimated additional $77,000 for installation, $5,000 for paving, and $11,000 for 
engineering and construction supervision and other overheads. 

Applicant proposes to finance the foregoing estimated cost on the basis of an 
existing intercompany arrangement whereunder Washington will advance on open 
account cash, materials, labor and other services from time to time as construction 
progresses. Such advances, including overheads, are to be billed at cost without 
interest. 

Availability of materials, ete-—Applicant has on hand materials to construct 
the proposed line; has obtained necessary approval of the project from the 
Petroleum Administration for Defense; and has received such other approval as 
it deemed necessary to obtain. No additional facilities will be needed in order 
to utilize the proposed facility in the manner here testified to. 

Rates.—The additional capital investment in this proposed facility is com- 
paratively small and Washington's officer who appeared as applicant’s principal 
witness, testified, in effect, that total operating and capital charges for the pro- 
posed line, when allocated to the various subsidiaries, are too insignificant in and 
of themselves to lead to any increase in the wholesale rate of gas to Rosslyn or 
Washington’s Maryland distributing subsidiary and that Washington will not 
change gas rates simply to reflect these small increases. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence in the proceeding, the contentions, argu- 
ments and briefs of counsel and the foregoing discussion, it is further found and 
concluded that : 

(1) Applicant, a Virginia corporation, owns and operates a natural gas trans- 
mission pipe line located in the State of Virginia, transporting natural gas in 
interstate commerce, and by such operation applicant is engaged in the trans- 
portation of natural gas in interstate commerce subject to the jurisdiction of 
this Commission and is, therefore a “natural-gas company” within the meaning of 
the Natural Gas Act; 

(2) The facility hereinbefore described, consisting of approximately 14,000 
feet of 16-inch steel gas transmission pipe line, authorization for the construction 
and operation of which is sought herein, is proposed to be used by applicant for 
the transportation of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, and the construction and operation thereof by applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission there- 
under ; 

(4) The construction and operation of the facility herein proposed by appli- 
cant is unlikely to have adverse or prejudicial effects upon rates charged con- 
sumers of Rosslyn Gas Company ; and 

(5) The construction and operation of the facility herein proposed by appli- 
cant are required by the present and future public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 


review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 
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(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facility here- 
inbefore described and more fully described in the supplemented application 
filed in this proceeding and the exhibits appended thereto, for the transporta- 
tion of natural gas subject to the jurisdiction of the Commission, as therein set 
forth, upon the following terms and conditions : 

(B) Applicant shall report to the Commission, in writing, under oath, the date 
of completion of the construction herein authorized and the date of commence 
ment of operation ; 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the pro- 
visions of the Natural Gas Act, as amended, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 

Filed: January 23, 1952. Issued January 29, 1952. 

EWING G. SIMPSON, 


Presiding Examiner. 


Order affirming decision of the presiding eraminer as the decision of the 


Commission 
Potomac Gas Co. 
Docket No. G-1768 


On January 29, 1952, the presiding examiner in this proceeding certified and 
filed with the Secretary, for the Commission, the record of this proceeding, in- 
cluding his report thereon, which report constitutes the initial decision herein 
and was served upon all parties in accordance with section 1.30 (a) of the Com- 
mission's rules of practice and procedure. 

On February 15, 1952, the County Board of Arlington County, Va., intervener 
herein, filed exceptions to said initial decision pursuant to section 1.31 of said 
rules, together with a statement of supporting reasons. Included in said excep- 
tions is a request for reconsideration of the Commission's order denying the appeal 
of the County Board from the rulings of the presiding examiner made during 
the course of the hearing herein, which order was issued on January 4, 1952. 
The matter is now before us for review as a result of the exceptions filed. 

Upon a review of the record in this proceeding, the decision of the presiding 
examiner and the statement of exceptions thereto filed by the County Board 
of Arlington County, Va., the Commission finds: 

(1) The findings and statements of the presiding examiner to which excep- 
tions were taken by the County Board of Arlington County, Va., are supported 
by the evidence and in accordance with law. 

(2) The decision of the presiding examiner should be adopted as the deci- 
sion of the Commission. 

(3) The request for reconsideration of the Commission's order herein issued 
on January 4, 1952, should be denied. 

The Commission Orders: 

(A) The said decision of the presiding examiner is hereby adopted as the 
decision of the Commission, effective as of the date of issuance of this order. 

(B) The request of the County Board of Arlington County, Va., for re- 
consideration of the Commission’s order herein issued on January 4, 1952, be and 
the same is hereby denied. 


Adopted: April 15, 1952. Issued: April 15, 1952. 





In THE MATTER OF 
WASHINGTON GAS LIGHT COMPANY 
Application for Certificate of Public Convenience and Necessity 
Docket No. G-1671 

Filed February 21, 1952; Issued February 21, 1952* 


Syllabus 











1. Certificate issued to Wushington Gas Light Co. authorizing construction and 
operation of underground storage facilities, with condition requiring use 
of storage plant for peak-shaving whenever the cost of gas to applicant 
can be reduced thereby. P. 574. 

2. Applicant’s contention that proposed storage facilities be used only upon 
occurrence of pipeline breaks rejected on ground that such limited opera- 

tion would impose an unreasonable cost of service on rate payers. P. 573. 

















C. Oscar Berry and Edward B, Longyear for Washington Gas 
Light Co. 

Bernard A. Foster, Jr. and Jacob Goldberg for staff of the Federal 
Power Commission. 


Jenscn, Presiding Eraminer: This proceeding involves an application filed by 
Washington Gas Light Co. of Washington, D. C., a natural-gas company (ap- 
plicant or WGL Co.), for a certificate of public convenience and necessity 
pursuant to section 7 (c) of the Natural Gas Act authorizing the construction 
and operation of certain gas storage facilities which it proposes to utilize for 
one purpose described to be of an emergency nature, specifically, a pipe-line 
break, or pipe-line failure on the part of its supplier of natural gas, but not 
for any other shortage of gas in the deliveries made by The Atlantic Seaboard 
Corp. (Seaboard). 








Pursuant to the Commission's order of July 12, 1951, these matters were heard 
commencing on September 4, 1951, and concluding on September 6, 1951. The 
hearing resulted in a transcript of 390 pages, and 17 exhibits which were received 
in evidence, in addition to various documents received by reference to the Com- 
mission’s public files. Briefs were thereafter filed by Washington Gas Light 
Co., Montgomery County, Md., and the staff of the Federal Power Commission. 
The Public Service Commission of Maryland did not participate in the proceeding 
but sent an observer to the hearing. 











On August 9, 1951, the Commission, upon request, issued a temporary certifi- 
cate to applicant authorizing the construction and operation of the proposed 
storage plant. The authorization specified that such action was “without preju- 
dice” to final Commission action. 






Description of project.—Applicant proposes the construction and limited opera- 
tion of a form of underground storage of both natural gas and propane liquid, 









* Initial decision and order became effective as final decision and order of the Commission 
on March 24, 1952. 
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which, when gasified, will be mixed with the natural gas, in order to provide 
standby facilities to be used only in the event of pipe-line failure in the system 
of its supplier of natural gas. The storage plant will consist of natural gas 
underground pipe with a capacity of 70,000 M. c¢. f. of natural gas stored at a 
pressure of 2,240 pounds per square inch, and propane liquid facilities having 
a Storage capacity of 625,000 gallons of propane which, when gasified, will have 
a daily capacity of 30,000 M. ¢. f. of natural gas equivalent. The combined de- 
livery capacity of the underground storage plant, including both the natural 
gas storage and the propane air facilities, will be at a rate equivalent to 7,000 
M. c. f. per hour of natural gas at 250 pounds pressure per square inch. This 
delivery can be extended over a 14 or 15-hour period. 

The natural-gas pipe storage plant will consist of sections of high quality steel 
pipe 39 feet long, laid several feet underground in a horizontal position. These 
sections of pipe, fabricated from a single piece of steel, are not welded and are 
generally known as pressure vessels. These vessels will be 24-inch diameter 
O. D. and will be connected by smaller facilities. A total of 2,800 vessels will 
be laid out in a sectional arrangement, each section containing 16 to 42 vessels, 
separated by a distance of 15 feet within the section, and further separated by 
a distance of 35 feet from the outside rows for each section. Each vessel 
will have a non-corrosive covering. 

The propane air facilities will consist of at least 25 tanks having a capacity 
of 25,000 gallons each, which will also be installed underground. In addition, 
there will be four gas engine-driven compressor units, gas-fired boilers, mixing 
apparatus and other required appurtenant equipment. A portion of the com- 
pressor units will be used to fill the pipes with natural gas at a rate of approxi- 
mately 37,000 M. c. f. per day. The remaining compressor facilities will be used 
to pump air to mix with propane, and for delivery of the resultant mixed gas 
into the transmission system of the Prince Georges Gas Corp., a wholly-owned 
subsidiary of the Washington Gas Light Co., for transmission into its distribu- 
tion system. The plant will also contain several buildings to house equipment 
requiring shelter, and will occupy approximately 70 acres of land for the natural 
gas pipe-storage facilities. The propane storage facilities will require the use of 
additional acreage. A total tract of 130 acres has been procured by the Wash- 
ington Gas Light Co. for the storage plant near Rockville, in Montgomery 
County, Md. 

The proposed location of the storage plant is approximately 1,000 feet easterly 
of the present pipeline connection between Seaboard and the Prince Georges Gas 
Co. The proposed storage facility is also approximately 1,500 feet distant from 
the present connection between Seaboard and the facilities of Transcontinental 
Gas Pipeline Corp., which latter company is presently making a supply of natural 
gas available to Seaboard for use in the entire Columbia Gas System, of which 
Seaboard is a subsidiary. The proposed storage location is approximately three 
miles northerly of Rockville, Md., and Montgomery County intervened in this 
proceeding to be assured that all safety precautions which are reasonable and 
practicable will be exercised in order to afford safety to the area and the resi- 
dents of Montgomery County nearby the storage plant. ‘The storage plant is 
approximately 150 feet easterly of United States Highway No. 240, which passes 
through Montgomery County, and approximately 100 feet easterly of the right- 
of-way of the Baltimore & Ohio Railroad main line between Washington and 
Chicago. A spur track from the latter railroad has been extended into and on 
the main storage area. This railroad track will be utilized for the transportation 
of tank cars of the propane liquid which will be stored in tanks covered with 
earth mounds. The entire storage plant is proposed to be constructed at least 
150 feet back from the property lines of the storage area. 
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Due to the specialized nature of this storage plant facility, applicant has 
entered into a construction contract with Stone & Webster Engineering Corp. 
which is unaffiliated, in view of its past experience in the construction of 
similar gas storage plants for the Public Service Company of Northern Illi- 
nois. Plants of this latter company have been in operation for over a period 
of five years, and are indicated by Stone & Webster Engineering Corp. to 
be operating in an entirely satisfactory manner. The same safety precautions 
which have been applied in the operation of the Illinois plants will be applied 
to the Rockville installation. The entire storage plant facility represents 
the design and study of competent engineering and appears to be a feasible 
and workable operation. This storage plant facility was developed and selected 
after a consideration and study of other types of storage and standby facilities 
Which could be utilized for the production of a gas suitable for use by applicant 
in the event of a pipe-line failure or pipe-line break on the part of Seaboard. Some 
of the other type of facilities which could be used to produce additional quantities 
of gas in emergencies were catalytic reforming, liquefaction and absorption, 
underground formation storage, light oil gas, heavy oil gas, propane air mix and 
high-pressure underground pipe containers. The testimony in this proceeding 
indicates the consideration of the factors of each type of gas storage production 
facility and the reasons for the selection of the particular project presented in 
this proceeding. Adequate support of the safety of the proposed project has 
been shown. 

It appears that valuable use could be made by applicant of the proposed gas 
storage facilities, and to that extent, the facilities appear to be required by 
the public convenience and necessity. The estimated cost of the proposed facili- 
ties is $6,820,000. Operating costs, including depreciation, taxes and a 6 percent 
rate of return, vary from an estimated $1,121,200 for the first year’s operation, 
to $754,100 for an average year’s operation. The only substantial question re- 
maining in this proceeding, insofar as it relates to the issuance of a ce! ite 
by the Federal Power Commission, is the public convenience and public necessity 
for the extremely limited use proposed to be made of these facilities by the 
applicant. 

Proposed use of storage facilities—Applicant states that the proposed facili- 
ties will be used only in the event of a pipe-line failure resulting in a partial or 
complete interruption of supply of gas from Seaboard. The use of the term 
“emergency facilities’ as applied to this project is defined by that single pro- 
posed use. Ordinarily, emergency facilities might be understood to be used 
for any emergency making such use necessary or desirable, but applicant repeats 
its intention to use these facilities only on the one occasion described. The 
pipe-line failure could include failure of a compressor station, a pipe-line break, 
the accidental closing of main line valves. <As thus described, shortages of gas 
by applicant due to any other cause, such as reduced deliveries to it, due to 
greater deliveries made to others served by the Seaboard system, would not be 
relieved by the use of the proposed facilities. 

Since the commencement of deliveries of natural gas by Seaboard to applicant, 
which deliveries have been over a period of approximately 20 years, there have 
been six pipe-line failures within the definition expressed by applicant for the 
use of the proposed storage facilities. One of these instances was wholly 


1Intervener, Montgomery County, Md., states in its brief that “. . it appears 


that proposed... storage . . . will not expose the citizens of Montcomery County, Md.. 
to an unusual risk or hazard, the intervener will make no recommendations 


Montgomery 
County’s interest in this proceeding was to assure itself, for the benefit of its citizens, 
that the applicant was taking all possible safety precautions.” 
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unrelated to any facilities in operations by Seaboard in that an automobile 
was driven into and upon the gas supply lines and broke a four-inch blow-off 
pipe, Which interrupted the service to applicant. The last of these service inter- 
ruptions in the supply of natural gas was in 1{48. The time consumed by each 
service interruption has varied from three hours to a matter of 48 hours. 

In regard to the need for additional supplies of gas for distribution, applicant 
stated that, after the issuance by the Federal Power Commission of certificates 
of public convenience and necessity to Seaboard authorizing the sale and delivery 
of gas to Commonwealth Natural Gas Co. with proposed service to Richmond, 
Petersburg, Hopewell, Norfolk and Newport News, applicant considered the 
necessity of providing a so-called stand-by gas facility to be utilized in the event 
of pipe-line failure. This testimony regarding the Seaboard system, which 
precipitated the consideration of these proposed storage facilities for pipe-line 
failure instances, was principally related to a thought in the mind of the 
applicant that Seaboard is oversold, and that as a result there will be a shortage 
or a lessened supply of gas available for service to the Washington Gas Light Co. 
That thought would appear to indicate the necessity for facilities to provide 
additional quantities of gas, in case, for any reason, lessened deliveries are 
made by Seaboard, yet applicant, regardless of that anticipation, states that it 
will only use the proposed storage if there is a pipe-line break. Seaboard, a 
subsidiary of Columbia Gas System, Inc. has a large market for service of 
natural gas in Virginia, as well as to applicant and the Consolidated Electric 
Light and Power Co, of Baltimore. Applicant presented further testimony that 
it was this added growth of market to the Seaboard System that prompted con- 
sideration by the applicant of the necessity for stand-by facilities to provide for 
the gas service requirements in the Washington area. In this regard, applicant 
again appears to undertake to justify the proposed use of the facilities concerned 
in the proceeding by mention of likely smaller deliveries by Seaboard, and yet 
applicant does not want to use the storage facilities to fill this anticipated need. 

During the past winter season of 1950-51, the peak-day service by the applicant 
Was approximately 148,000 M. ¢. f. The estimate for the peak-day requirements 
of the 1951-52 season approximate 203,000 M. ¢. f. of gas. Applicant maintains 
storage holders and a so-called Eastend plant, which can produce oil-gas for 
peak-shaving purposes. The Eastend plant can produce approximately 40,000 
M. c¢. f. per day, in reliable service for a period of only two days: however, if 


the quantity were reduced in production to approximately 20,000 M. ¢. f. per 


day, the Eastend plant could deliver that production over a longer period of 
approximately six or seven days. The storage holders are capable of containing 
30,000 M. ¢. f. of gas, but only 10,000 M. ¢. f. thereof can be used over a 24-hour 
period. It is applicant’s view that such Eastend plant and the storage holders 
are sufficient to provide all the needed peak-shaving that may be needed. That 
view apparently rests upon the premise of being able to compute how much less 
gas than needed will be delivered by Seaboard. In any event, the existing peak- 
shaving facilities plus the proposed storage facilities will not be able to provide 
the total requirements for a peak day’s service. If a pipe-line break did occur 
on Seaboard’s system, on a peak day, as applicant describes the occasion for 
the use of the proposed storage facilities, applicant would not be able to supply 
its requirements from all of such facilities. Thus resolved, the issue remains, 
what justifiable use can be made of the proposed underground storage facilities 
with such limited capacity, when measured by the public needs? 

As indicated, the projected installation of gas storage facilities at Rockville, 
Ma... will cost approximately $6,820,000. At some future time, it may be that 


the Washington Gas Light Co, will expand these storage facilities to a size which 
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will require additional expenditures which, with the present cost, will total a 
plant investment for gas storage at Rockville of approximately $15,000,000. 
This additional cost would have the effect of approximately doubling the capacity 
of the gas storage facilities. Such doubled capacity would presumably provide 
for the delivery of 14,000 M. c. f. per hour of straight natural gas equivalent for 
a maximum delivery from the storage facility. Likewise, doubling the total 
delivery capacity from the storage facility would mean that approximately 
200,000 M. c. f. of gas per day would be available from the expanded storage 
facility. This large expenditure of funds to provide for delivery of gas requires 
particular consideration of the benefits which will accrue, or could accrue, from 
such investment. The projected facilities are intended for the occurrence of 
pipe-line breaks, which may never occur but which, however, are within the 
realm of probability. More reasonable to expect, however, as stated to be 
the fears of applicant of the oversold condition of the Seaboard system, are 
deficiencies in the deliveries of gas for regular and nearer peak-day requirements 
of service in the Washington area. In that view, it would appear reasonable to 
make use of the projected gas stand-by storage facilities at Rockville under 
conditions which would provide for benefits inuring to all the customers of the 
applicant. If the facilities should be needed for any useful purpose, it would be 
unreasonable to permit the gas storage stand-by facilities at Rockville to be 
left idle and kept out of operation, without any gas being delivered from such 
facilities until the event of a pipe-line break on the Seaboard system, which may 
not occur for 20 years, during all of which time all of the rate payers of applicant 
would be paying for a cost of a service that would never be available to them 
during that time, even though deficiencies may occur in times of peak require- 
ments, or any other emergencies, requiring gas service. 

Applicant contends that the determination of the time and occasion for the 
use of the proposed underground storage facilities is a decision for the manage- 
ment of applicant, and no one should interfere with this position. Applicant 
argues by implying the question: Who will guarantee that in the event of a 
pipe-line break that there will be sufficient gas for the Washington area? The 
question appears partially answered by the analysis of capacity of the proposed 
facilities, which shows that even with 100,000 M. ¢. f. of gas available, appli- 
cant, by these proposed facilities cannot guarantee a sufficiency of gas for peak 
day requirements. Applicant must recognize that a regulatory commission can- 
not condition any authorized use of facilities to provide for a service greater 
than even applicant contends can exist. Thus, this Commission could not limit 
the operations of the proposed underground storage for use only when a pipe 
line breaks, in the expectation that at that time there would be sufficient service 
for the Washington area. Since such a limiting condition cannot reasonably be 
added to any certificate authorizing this construction, and thus the issue, as 
indicated, is, what will provide the most reasonable service, for the more prob- 
able occurrences, recognizing, of course, that issuance of any certificate by this 
Commission is not a guarantee that the company will render service. Likewise, 
even the conditional or limited use of the proposed facilities sought by the ap- 
plicant is not any assurance of service. 

The consideration of the terms for the use of the proposed facilities must rest 
upon the status of the project at this time. Prior to the hearing on the appli- 
eation in this proceeding, and after the Washington Gas Light Co. has filed a 
supplement to its application, request was made by the Washington Gas Light Co. 
to the Federal Power Commission pursuant to the provisions of section 7 (¢) 
of the Natural Gas Act for the issuance of a temporary certificate to authorize 
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WASHINGTON GAS LIGHT CO. 
the construction of the facilities proposed in this application. That section of 


the Natural Gas Act authorizes the Commission to: 


* * * issue a temporary certificate in cases of emergency, to assure 
maintenance of adequate service or to serve particular customers, without 
notice of hearing, pending the determination of an application for a cer- 
tificate, * * * 


Pursuant to the request of the applicant, the Federal Power Commission did on 
the 9th day of August, 1951 issue a temporary certificate authorizing the con- 
struction of the facilities, subject, however, as follows: 


You are hereby granted temporary certificate to construct and operate 
natural gas * * * if necessary the facilities will be used for peak shaving 
to reduce the cost of gas purchased from Atlantic Seaboard Corp. This 
certification is without prejudice to final Commission action.’ 


The provision of the temporary authority that its issuance is “without 
prejudice to final Commission action” permits, in theory, the Commission to re- 
ject the application herein, if it should decide that the conditions for use of the 
project as proposed by the applicant are not required by the public convenience 
and necessity. As a practical matter, however, as reflected by the fact that the 
Commission rarely denies any application after having issued a temporary cer- 
tificate, it would be unreasonable and costly to expect applicant to dig up its 
storage pipes if this application were denied and thereby let the loss fall upon 
the stockholders of the company. It would seem reasonable, therefore, for an 
applicant in seeking a temporary certificate to expect to fully justify its project 
in exchange for an advance authority for construction. This proceeding was set 
for hearing to permit the presentation of all evidence concerning the proposed use. 
The Commission in the issuance of the temporary certificate indicated that appli- 
cant’s proposed limited use of the project migbt not be authorized, but rather, 
even though applicant had stated in supplementary material that the project 
would not be used for peak shaving, nevertheless, the Commission issued the 
temporary authorization with the condition that the project be used for peak 
shaving in order to reduce the costs of its purchased gas. At the hearing, the 
applicant merely re-stated its position that the project was not planned for peak 
shaving.” Applicant had not undertaken any study or computation to ascertain 
how much of its costs of gas could be reduced by using the proposed project for 
peak shaving. 

In view of the fact that the Commission indicated and gave reasonable notice 
to applicant that conditions might be imposed in the issuance of a permanent 
certificate of authority, applicant, in accepting the temporary certificate assumed 
a responsibility to do more than start construction. It is reasonable that the 
applicant must either accept the proffered conditions, or refuse the certificate 
unless it can clearly and competently show the non-feasibility of the indicated 

2 The telegraphic request of applicant stated, in part: 

“The gas storage facilities are to be used for emergency standby use, in the event of a 
failure of supply from our supplier. . Such gas storage facilities will be needed next 
winter to maintain the continuity of gas service to the public.” Applicant indicated a 
use “‘next winter’ as if lessened deliveries were expected from Seaboard, for applicant 
could not reasonably predict a pipe-line break in the Seaboard system. One interpretation 
of the expected use “next winter’ might be for peak shaving times when additional 
deliveries were needed. 

* Applicant contends that the Eastend production plant is adequate for peak shaving 


that contention assumes that applicant knows how much less than contract or peak 


requirements Seaboard will deliver; the conclusion seems hardly supportable by statistics 























































































































































572 FEDERAL POWER COMMISSION 





conditions. The applicant has relied solely upon its conclusion of non-feasibility 
without any study, and upon its query as to who will guarantee that some other 
operation will produce sufficient gas. Applicant apparently further concludes 
that, without presenting any studies respecting this proposed peak shaving use, 
the absence of evidence will preclude the imposition of such a condition. The 
reasonable responsibility in reference to the request for and acceptance of a 
temporary certificate where conditions have been indicated to be added, require 
a natural-gas company to fully and completely support its position by statistica! 
data. This the applicant herein has not done. 

Contrary to applicant’s conclusion, two items militate against its position, 
First, the Stone & Webster engineer who designed this project recommended that 
the facilities be used for peak shaving, provided that further capacity be in- 
stalled.*. Obviously, however, in times of peak requirements, any additions of 
service contribute to providing better service, and the lesser capacity that ap- 
plicant has selected to construct at this time would not appear to defeat that 
engineering recommendation. Second, the occasion contemplated for the pro- 
posed use specified by applicant may or may not require such a limited use if ap- 
plicant will undertake to procure pipe line connections with an interstate supplier 
of gas, such as Transcontinental Gas Pipe Line Corp., the facilities of which 
are within an approximate 1,500 feet of this proposed project, or procure other 
supplies of gas which were recognized by applicant at the hearing to be possible 
sources, namely, Texas Eastern Transmission Corp. and The Manufacturers Light 
and Heat Co., whose facilities are already connected to the present supplier, Sea- 
board. 

Applicant made no inquiry of these latter possible sources and two weeks before 
the hearing merely wrote a letter to Transcontinental to ascertain if additional 
supplies might be procured by applicant if Seaboard’s lines should break 
Transcontinental replied that it would be glad to explore the situation. Ap- 
plicant argues in its brief that it does not know if a source of gas is available 
from that company; but further endeavors may reveal it... Applicant argues 
in its brief that it does not know how long it will take for Transcontinental to 
“turn the valves” (sic) to deliver the needed quantities of gas to applicant. 
Such doubt does not appear sufficiently persuasive to limit the use of an ap- 
proximate 6 million dollar storage plant which will require added rates for 
its idle condition.° Applicant presented testimony that it recognized that the 
Commission had on many occasions authorized temporary interconnections be- 
tween pipe line companies to provide gas for communities suddenly left with- 
out gas service due to pipe line breaks; applicant apparently did not believe 
it prudent to arrange advance interconnections before any pipe line breaks 
occurred. 

It thus appears that there are possibly three major sources of natural gas 
supply available to the Washington Gas Light Co., namely, the Transcon- 


‘The testimony is as follows: 

“My recommendation would be that the high pressure storage section of the plant 
be used for peak shaving when and if Washington Gas Light Company has sufficient 
facilities available for standby gas production . . . would require a capital investment 
of about $15,000,000 . . . That is correct . . . your recommendation is today that 
unless some additional gas is available in some form or another, that this Rockville 
plant should not be used for peak shaving, is that it? That is my recommendation 
now.” Possibly, the additional gas quantity could be had from the nearby Seaboard 
connection with Transcontinental. 

5On May 10, 1951, the Commission inquired what had been done to procure a gas supply 
from Transcontinental; Applicant’s letter to Transcontinental was mailed in July, 1951. 

©The proposed project will constitute a cost to the extent of one-sixth of the entire 
plant account of applicant. 
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tinental Gas Pipe Line Corp., Manufacturers Light and Heat Co., and Texas 
Eastern Transmission Corp., which supplies of gas may or may not be avail- 
able to the Washington Gas Light Co. in the event of a very stringent emergency, 
such as a pipe-line break in the Seaboard system. The existence of such a 
supply of gas for such emergencies, however, does appear to be a matter which 
should have received careful and thorough consideration by the applicant. 


CONCLUSION 


In view of the recommendation of applicant’s engineering witness that the 
storage project could be used for peak-shaving purposes, although it is recog 
nized that this recommendation was predicated upon the existence of an ad- 
ditional supply of gas, it is concluded that the evidence of record in this proceed- 
ing does not warrant the limited use, or the condition proposed by applicant 
for the storage plant. To add the cost of this project to the total plant in 
vestment of applicant would ordinarily imply the use of all utility plant when- 
ever any occasion required its use, and would not be limited to peak shav- 
ing. <A utility is obligated to use all or any part of its entire plant whenever 
it can render service. Consumer rates are paid upon the basis of the entire 
plant which is used or is useful, and the consumers must be able to expect 
service from the operation of all facilities. That rule prevents the segrega- 
tion of portions of the plant for special uses; for an aggregate of special uses 
adding to the costs of operations would defeat effective rate determinations, and 
the selection of special uses cannot be solely a matter of “management de- 
cision” as contended by applicant.” The staff's position that the application 
for a certificate should be denied is unreasonable, in view of the extensive con- 
struction which is in process. Some use must reasonably be provided in order 
to prevent the loss of the investment already made. The condition, specified 
by the Commission and upon which the applicant accepted the temporary certifi- 
cate, is required in the permanent certificate: “. . . provided .. . that if neces- 
sary the facilities will be used for peak shaving to reduce the cost of gas pur- 
chased from Atlantic Seaboard Corporation.” This condition requires the use 
of the proposed storage plant whenever in peak-shaving use the cost of gas 
to applicant can be reduced. Applicant, by having knowledge of the occasions 
when that can be done, can thereby in its Management decision provide the 
greatest use of the proposed project as required by the public convenience and 
necessity. The order will provide accordingly. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence, the contentions and briefs of counsel, 
and upon the basis of the foregoing part of this decision, it is found and con 
cluded that : 

(1) Applicant, Washington Gas Light Co., a corporation chartered by the 
Congress of the United States, with its principal place of business at Washington, 
District of Columbia, owns and operates, among other facilities, a natural-gas 
transmission pipe-line system through which is transported natural gas in inter- 
State commerce, and by such operations applicant is engaged in the transporta- 
tion and sale of natural gas in interstate commerce for resale for ultimate 


public consumption, subject to the jurisdiction of the Commission, and is a 


7™To permit the operation of the storage plant only in the event of a pipe-line break 
would require a separate rate for this service which would be applicable at the occasion 
of such an incident; Applicant does not want to postpone the collection of the rate for 
this utility plant cost; Applicant proposes to add this plant cost to the entire plant 
investment upon completion of construction. 
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“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of August 31, 19483 in Docket No. G—249, 
3 F. P. C. 1077. 

(2) The facilities heretofore described, and as more particularly set forth in 
the application, and supplement thereto, filed by applicant, are proposed to be 
used for the transportation and sale of natural gas in interstate commerce 
subject to the jurisdiction of the Commission as integral parts of applicant's 
pipe-line system, and the construction and operation thereof are subject to the 
requirements of section 7 of the Natural Gas Act. 

(3) The operation of the proposed facilities should include use in times of 
peak requirements for service by applicant, and, if necessary, the facilities 
should be used for peak shaving to reduce the cost of gas purchased from 
Atlantic Seaboard Corp. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed, as conditioned, and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

Wherefore, it is ordered, subject to review by the Commission on appeal or 
review by the Commission on its own motion, as provided in its rules of 
practice and procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application as supple- 
mented, for the transportation and sale of natural gas, subject to the jurisdic 
tion of the Commission, upon the terms and conditions of this order. 

(B) The operation of the facilities herein authorized shall include the use 
thereof if necessary for peak shaving to reduce the cost of gas purchased from 
Atlantic Seaboard Corporation. 

(C) Applicant shall report to the Commission in writing, under oath, the 
date of completion of the construction of the facilities heretofore described and 
herein authorized, together with the date of commencement of operations. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

SAMUEL W. JENSCH, 


Presiding Eaaminer, 
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In THE MArrer oF 
PANHANDLE EASTERN PIPE LINE COMPANY 


Upon Application for an Order Permitting and Approving 
Partial Abandonment of Service 


Docket No. G—-1725 


Filed February 28, 1952; Issued February 28, 1952* 


Syllab Us 


1. Panhandle’s application for an order permitting it to reduce deliveries of natu- 
ral gas to Michigan Consolidated at Detroit from 125,000 M. ¢. f. to 87,500 
M. ¢. f. per day is deemed to be an application pursuant to section 7 (b) of 
Natural Gas Act to abandon service. P. 583. 

2. Panhandle’s application denied upon finding that public convenience and neces- 
sity does not permit proposed reduction in service to Michigan Consoli- 
dated. P. 589. 


Harry NS. Littman of Ncott & Littman: Robert P. Patterson. John 
S. L. Yost, Steptoe & Johnson, and Baker & Daniels for Panhandle 
Eastern Pipe Line Co. 

Donald R. Richhe rq. ¢ harles V. Shannon of Wheat. May &: Shan- 
non, and James W. Williams for Michigan Consolidated Gas Co. 

Howell Purdue, Bernard A. Foster, Jr.. and Lambert McAllister 
for the staff of the Federal Power Commission. 


CosTeLLo, Presiding Eraminer: On June 21, 1951, Panhandle Eastern Pipe Line 
Co. (Panhandle) filed with this Commission “Application for order permitting 
and approving partial abandonment of service.” Panhandle is a “natural gas 
company” within the meaning of the Natural Gas Act, owning and operating 
under appropriate certificates of public convenience and necessity, of an inte- 
trated pipeline system situated in the states of Texas, Oklahoma, Kansas, Mis- 
souri, Illinois, Indiana, Ohio and Michigan. Panhandle is engaged in the trans- 
portation and sale of natural gas for resale for ultimate public consumption. 

Panhandle’s application requests an order permitting and approving abandon- 
ment in part, commencing January 1, 1952, of its natural gas service to Michi- 
gan Consolidated Gas Co. (Michigan Consolidated) which is being rendered at 
Detroit, Mich., pursuant to a gas contract dated August 31, 1935. The original 
contract has been enlarged from time to time by supplemental contracts, the 
fourth in the series providing for the present maximum daily volume of 125 mil- 
lion cubic feet. Panhandle seeks to reduce its daily deliveries to 87,500 M. ec. f. 
This would be a reduction of about 30 percent. 





*Initial decision was adopted as the decision of the Commission as modified by its 
pinion dated June 17, 1952, supra, page 167. 
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The contract, as supplemented, provides that the term of the agreement would 
be fifteen years, and from year to year thereafter, following the expiration of 
the initial 15-year period, until cancelled on eighteen months’ notice in writing 
given by either party to the other. 

sv letter dated May 25, 1950, Panhandle served on Michigan Consolidated 
notice of cancellation of said contract, to take effect on the expiration date, 
December $1, 1951. 

It should be noted however, that the application filed by Panhandle on June 
21, 1951, contained no reference whatever to any specific section of the Natural 
Gas Act under which the authorization or permission is sought. However, the 
Commission’s order, issued October 9, 1951, which provided for a hearing and 
which fixed the date therefor, stated that there was involved “an application 
pursuant to section 7 (b) of the Natural Gas Act.” This cited section of the act 
requires a hearing on applications filed thereunder.’ 


BACKGROUND OF THE CONTROVERSY 


The controversy here concerns, directly, Panhandle, a natural gas company 
engaged in interstate transportation and sale of natural gas, and Michigan Con- 
solidated, a gas distribution company serving various cities, towns and villages in 
the state of Michigan. This case concerns the supply of natural gas for the city 
of Detroit. Michigan Consolidated is one of a number of wholly-owned subsid- 
iary corporations comprising the American Natural Gas Co. Another wholly- 
owned subsidiary is Michigan-Wisconsin Pipe Line Co., like Panhandle, a “natu- 
ral gas company” engaged in interstate transportation and sale of natural gas. 
The latter company and Panhandle both supply gas to Michigan Consolidated, 
although the distribution company also has access to a small quantity of gas 
produced from Michigan gas fields. 

The total firm load of the distribution company for 1952 is estimated to be 
about 105,085,700 M. ¢. f. If the present deliveries of Panhandle were uninter- 
rupted, this load would be met with approximately 46 million M. ec. f. from Pan- 
handle and approximately 58 million M. ¢. f. from Michigan-Wisconsin. In 1950, 
Michigan Consolidated purchased and produced about 88 million M. ce. f. The 
Panhandle contribution to this total was about 45 million and the Michigan- 
Wisconsin contribution was about 40 million. 

The Michigan-Wisconsin system is designed to supply a maximum of 303,000 
M. c. f. per day, and utilizes storage fields in its operation. The system’s design 
contemplates the handling of annual space heating loads of 12.1 percent in excess 


of normal, and contemplates the sale of “special industrial” or interruptible gas 


during normal or warmer than normal periods which provides a “cushion” of in 
terruptible gas in the event of colder than normal years. 

To restate the setting for the instant controversy in detail would require a 
somewhat long and rather tedious narrative, because of the eventful and some- 
what inharmonious relationship between Panhandle and Michigan Consolidated, 
Panhandle and Michigan-Wisconsin—as reflected in the various contested cer- 
tificate proceedings involving these companies and the Commission’s opinions and 
orders which have been issued from time to time since 1947. The briefs filed in 
this matter do not contain a detailed historical exposition. Some of the elements 
of the factual background seem to be regarded as highly significant by Pan- 


1 Michigan Consolidated, being the customer most directly affected, was permitted to 
intervene. However, there are a number of other interveners, some of which participated 
to some extent in the public hearing and filed briefs. Data respecting the various peti 
tions to intervene and notices of intervention and the Commission’s formal action in 
granting the petitions appear in the record. 
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handle but are considered to be of no present consequence by Michigan Con- 
solidated, and vice versa. But since the interested parties are well-versed in 
the history of this matter (and are primarily concerned with the findings and 
conclusions to be derived from this particular out-cropping) in the interest of 
brevity only a synopsis of the principal highlights of the history abstracted from 
the published opinions and orders of the Commission (included in this record as 
items by reference) will be set forth herein. 

Natural gas was first introduced into the Detroit market (with which we are 
primarily concerned here) in 1936. Panhandle was the principal source of sup- 
ply to the distributing company, Michigan Consolidated, for this market. In 
September 1945, Michigan-Wisconsin Pipe Line Co. filed an application for a 
certificate of public convenience and necessity authorizing it to construct a pipe- 
line to transport gas not only to certain areas which did not have service but 
also to the Detroit area where it would enter into competition with the opera- 
tions and business of Panhandle. By its order issued in docket No. G—669 on 
November 30, 1946, the certificate sought by Michigan-Wisconsin was issued, 
5 F. P. C. 953. A comprehensive opinion with dissenting opinions annexed 
was issued on that matter on February 7, 1947, 6 F. P. C. 1. 

Thus, Panhandle came to share, very unwillingly, the Detroit market. At the 
time this certificate was issued for the new pipeline, Panhandle’s obligation was 
to deliver up to 45,625,000 M. ec. f. annually to Michigan Consolidated for resale in 
Detroit. 

The initial capacity of the new pipeline was designed to enable Michigan-Wis- 
consin to supply only the portion of Michigan Consolidated’s requirements in 
excess of contract deliveries from Panhandle. A condition of the certificate 
provided that the authorized facilities could not be used for the transportation 
or sale of gas to Michigan Consolidated for resale in Detroit “except with due 
regard to the rights and duties” of Panhandle which would be determined in sup- 
plemental proceedings to be held in the matter. Thereafter, Michigan Consoli- 
dated tendered Panhandle a proposed contract for the purchase of 32,000,000 
M. ec. f. per year at Detroit from Panhandle at substantially 100 percent load 
factor for a period of 15 years, beginning December 31, 1951. Panhandle did not 
accept this contract. 

After the hearing in G—669 was reopened to adduce further evidence on the 
matter of Panhandle’s rights and duties, a supplemental order was issued by the 
Commission which provided, as a condition of Michigan-Wisconsin’s certificate, 


that the facilities thereby authorized would not be used for the transportation 


and sale of gas in Detroit except upon the following terms and conditions, 
6F. P. C. 91: 

(1) That Panhandle is permitted to deliver natural gas to Michigan Consolidated 
in accordance with the terms and conditions of its existing contracts during the 
life of such contracts and, 

(2) That upon the termination of such contracts, and upon mutually satis- 
factory terms, Panhandle is afforded reasonable opportunity to deliver and sell 
to Michigan Consolidated not less than the annual volumes of gas delivereé and 
sold by it for either the years 1942 or 1945 of the average delivered for the five- 
year period 1942 through 1946. Further, Panhandle shall have the right to 
participate in the future growth of the Detroit * * * market(s) by being given 
the opportunity to deliver and sell such additional volumes of gas to Michigan 
Consolidated as the latter may require in excess of the volumes of gas then 
being contractually purchased by it from Panhandle and Michigan-Wisconsin, 
in order to maintain adequate service to consumers in the Detroit * * * dis- 
trict(s). 
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The order which contained the above-quoted terms and conditions was issued 
with a supplemental opinion (6 F. P. C. 58) to which there was annexed a dis- 
senting opinion. It is impossible, within the compass of a reasonably limited 
opinion, to mention all the facts set forth in these various opinions and orders 
and the Commission's detailed treatment of the facts. 

In 1948, Michigan-Wisconsin sought authorization to increase its capacity 
to some 75 million M. ¢. f. per year. Such capacity increase was sought on 
the basis of load increases projected through 1951—and assumed the continua- 
tion of purchase of the full contractual amount from Panhandle. There was 
no indication during this proceeding by Panhandle that it contemplated any re- 
duction in deliveries to Michigan Consolidated at the end of 1951. In fact its 
Board Chairman, a witness, testified that no conclusion had been reached. The 
Commission authorized a capacity increase by Michigan-Wisconsin to 56,575,000 
M. c.f. per year. In its opinion, S F. P. C. 2938, issued on August 2, 1949 in G-1156, 
the Commission stated that it assumed that no reduction of gas deliveries to 
Michigan Consolidated would be sought. In 1949, Michigan-Wisconsin sought 
further increase in capacity. Subsequently, by its opinion, 9 F. P. C. 152, and 
order of July 12, 1950, in G—1302, the Commission authorized Michigan-Wiscon- 
sin to increase its capacity to 110,595,000 M. ¢. f., which the Commission found 
“will be sufficient to satisfy the estimated demands on an annual basis only 
through the year 1952." In this same opinion, the Commission said that it as- 
sumed the continued delivery by Panhandle to Michigan Consolidated of a daily 
average of 127.000 M. ¢. f. of gas. 








THE 





ISSUI 


The first question encountered relates to the status of the present filing by 
Panhandle. {ff this filing by Panhandle on June 21, 1951 properly may be 
deemed an application under section 7 (b) of the Natural Gas Act, then there 
is but one general issue involved. That issue is derived directly from the stat- 
ute which declares, without equivocation, that no natural gas company shall 
abandon any service rendered by means of facilities subject to the Commis- 
sion’s jurisdiction “without the permission and approval of the Commission first 
had and obtained, after due hearing, and a finding by the Commission * * * 
that the present or future public convenience or necessity permit such aban- 
donment.” 

Stated in another way, the issue is whether or not it would be contrary to 
the public interest to permit at this time, the proposed abandonment of service. 


CONTENTIONS Of 








PARTIES 


The position of Panhandle may be summarized as follows: 
The Commission's previous opinions and orders issued in 1947 in G—669 have 
already determined Panhandle’s right to reduce deliveries to Michigan Consoli- 
dated. In support of this contention, Panhandle alleges that the question of pub- 
lic convenience or necessity as to service at Detroit after December 31, 1951 was 
decided by the Commission in docket No. G—669, and that the statutory require- 
ment of section 7 (b) that the permission and approval of the Commission be 
first had and obtained prior to any reduction is satisfied by the Commission's 
opinion, 6 F. P. C. 58, and order thereon. 

Panhandle further contends that if the issue of public convenience or neces- 
sity is now present, the public convenience or necessity permit the proposed 
reduction in service. Panhandle points out that Michigan-Wisconsin’s con- 
tractual obligation to supply the entire requirements of Michigan Consolidated 
(above 32 million M. ¢. f. per year) should be met by that company. Panhandle 
further contends that the proposed reduction in deliveries actually will not 
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impair service to customers of Michigan Consolidated, because the evidence in 
this record does not support the claimed gas shortage. Panhandle also observes 
that the evidence submitted by Michigan-Consolidated with respect to the effect 
of the reduction on natural gas deliveries does not take into account the poten- 
tial gas manufacturing which could be resumed by Michigan Consolidated with 
existing facilities, to replace the Panhandle gas. Panhandle points out that 
it has already contracted to sell to others the quantity of gas it will withdraw 
from Michigan Consolidated, and that consumers in the other areas it serves 
are in need of this additional quantity of gas. 

Michigan Consolidated, on the other hand, contends that regardless of the 
147 orders of the Commission, this is a regular proceeding under section 7 (b) 
of the Natural Gas Act and that Panhandle, therefore, has the burden of proof 
to establish that its available natural gas supply is depleted or that the present 
or future public convenience or necessity permit the proposed abandonment of 
service. Michigan Consolidated contends that the unavoidable result of the 
reduction proposed by Panhandle would be drastic curtailment of service to its 
firm industrial customers in the Detroit area, which in turn would paralyze 
Detroit industry and would adversely affect related industry elsewhere. This, 
contends Michigan Consolidated, would create widespread unemployment and 
needlessly impede the national defense effort. Michigan Consolidated points out 
that Panhandle’s supplies of gas have not only not decreased but have sub 
stantially increased. 

The staff of the Commission has taken the position that the Commission’s 
power to make an appropriate order pursuant to section 7 (b) of the Natural 
Gas Act is not fettered by provisions of the Panhandle-Michigan Consolidated 
contract, under which such contract will expire on December 31, 1951, nor 
is this power fettered by any previous orders and opinions heretofore issued in 
docket No. G-669. The staff further contends that the publie convenience or 
necessity would not permit partial abandonment of service as proposed by Pan- 
handle. 


DISCUSSION OF THE EVIDENCE AND CONCLUSIONS 


The contention by Panhandle that opinion, 6 F. P. C. 58, and order issued 
March 12, 1947, fully satisfied the statutory requirements in section 7(b) of the 
Natural Gas Act with respect to the presently proposed reduction in service, 
and that the hearing held in docket No. G-669 was adequate to comply with the 
“due hearing” requirement of the statute must be first treated. 

Panhandle apparentiy believed that the matter was settled long since, that 
this Commission had fully performed its function under section 7 (b) and that 
authorization to abandon service had been granted. It filed a formal notice 
of cancellation with the Commission simultaneously with the application here 
involved. This notice was returned to Panhandle because the letter by which it 
Was transmitted indicated that a new contract would be substituted for the 
cancelled contract. No new contract has been entered into by the companies, 
even covering the 32 million M. ¢. f. which Panhandle appears to be willing to 
continue to supply. 


In 1947, Panhandle bitterly opposed the certification of the new pipe line 


to supply a portion of the Detroit market, on the principal ground that it could 
and would be able to supply all of the gas necessary for this market. It was un- 
successful in its opposition and the new pipe line was granted the certificate it 
sought. In the course of all this controversy in 1947, Panhandle was offered a 
15-year contract by Michigan Consolidated providing for the purchase of 32 
million M. ¢. f. following the contract then in force which would (unless renewed 
by mutual agreement) expire in 1951. This contract, which would have pro- 
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vided for the very amount which Panhandle seeks to supply in lieu of present 
deliveries, was rejected by Panhandle. It opposed any efforts on the part of 
anyone to bring about a crystallization of its future rights and obligations in 
tne Michigan markets. It was, of course, under no obligation, legal or moral, 
to accept such a contract in 1947. It preferred to play a waiting game. It 
gave no indication until March 22, 1950, that it had any intention to cut back its 
deliveries to Michigan Consolidated.2. There is no attempt here to say that the 
company’s intentions should have been either formed or publicized any earlier 
than they were. The contract required only 18 months’ notice and this was given. 

Panhandle’s contentions with respect to the meaning and intent of the Com- 
nission’s action in connection with docket No. G-—669 cannot be brushed aside 
lightly. After the certificate was given to Michigan-Wisconsin, and after the 
Commission’s opinion was issued explaining the bases upon which the certificate 
was granted, the matter was reopened pursuant to order issued November 30, 
1946 for “the limited purpose of receiving such further evidence as might be 
available” relative to “the rights and duties of Panhandle Eastern Pipe Line 
Co. * * * in rendering service under its presently existing contracts and in ac- 
cordance with the provisions of the Natural Gas Act.” The Commission stated 
that these rights and duties would be determined on the basis (among others) 
of: (5 F. P. C. 998; 6 F. P. C. 58). 

“(3) Panhandle’s rights and obligations at the date of termination of the 
existing contract, on December 31, 1951." (emphasis added) 

It is clear that the Commission had under consideration prospectively the 
situation which would obtain at the end of the contract in 1951 and under- 
took to settle the whole matter on the basis of facts, reasonable forecasts and 
bona-fide representations. It pointed out that Panhandle was “faced with many 
problems, some of which it has attempted to cope with in the best manner 
possible and others which it may find can be solved only by the taking of such 
action as appears necessary in order to lighten the burden which it has been 
carrying for some period of time.” Presumably, a cut back to 32 million M. e. f. 
at the end of 1951 would ease this burden to some extent. 

The Commission also found, as a result of its action in issuing the Michigan- 
Wisconsin certificate that: (6 F. P. C. 74). 

“(5) Upon the termination of its contracts with Michigan Consolidated, Pan- 
handle is given the opportunity to deliver and sell gas to it in keeping with 
its pattern of service for either the year 1942 or 1945 or the average annual 
volume delivered and sold to Michigan Consolidated during the five-year period 
1942 through 1946 ; and 

“(6) In the event Michigan Consolidated is in need of additional gas over 
and above the quantities served by Panhandle and Michigan-Wisconsin, Pan- 
handle be given the opportunity to deliver and sell such additional gas as may 
be required in order to maintain adequate service in the Detroit and Ann Arbor 
markets.” (emphasis added) 


2In fact, some of the indications given would create an opposite impression, In the 
G-1302 proceeding wherein Michigan-Wisconsin sought authority to increase the annual 
sales capacity of its pipe-line system from the 56,575,000 M. c. f. then authorized to a total 
of 110,595,000 M. ec. f., a petition to intervene was filed by Panhandle on January 9, 1950, 
which stated in part: 

“It appears from the application * * * that the proposed construction and opera- 
tion may be for the purpose of enabling Michigan-Wisconsin to displace Panhandle in 
its service in the Detroit * * * area(s). * * * If the instant application should be 
granted, the capacity of the Michigan-Wisconsin line would be practically doubled, 
and it is conceivable that Panhandle’s rights in such Michigan markets might be 
substantially and adversely affected.” 
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The portions of the opinions and orders issued by the Commission in docket 
No. G—669 which have been quoted by Panhandle in its briefs in this matter are 
persuasive to Panhandle’s contention... And if regulation of the natural gas 
industry in the public interest were not a continuing process, Panhandle’s con- 
tention that the Commission had considered and decided the w ole matter 
in 1947, including the expected situation at the end of 1951 and had only 
sought to protect Panhandle against being completely displaced in the Detroit 
market so long as it desired to continue to serve that market, would have to 
be the turning point in this decision. But regulation of the industry looks 
to the future. What might appear to be the best solution, from a regulatory 
standpoint under one set of facts might be a harmful solution under another 
set of facts, or become so under changed circumstances. There was one as 
sumption which, apparently, guided the Commission in its findings in docket 
No. G-669, and that assumption was that by the end of 1951, Michigan-Wiscon- 
sin would be ready, willing, and able to take over the supply of the entire 
requirements of Michigan Consolidated above 32 million M. ¢. f. It is apparent 
from a reading of the opinions in G—G69 that the Commission intended only 
to protect Panhandle until the end of the contract period and to insure against 
Panhandle being squeezed out completely, against its will after that time. 
This basic assumption which was derived from facts available and representa 
tions made in 1947 with respect to Michigan-Wisconsin’s abilities in the future 
years has not been borne out. Again, hindsight has proved more dependable 
than foresight. 

But the most important aspect of the G—669 opinion which must govern 
this matter entirely now is found in this statement by the Commission: 

“We also find that the issuance of a certifi ate of public convenience and neces 
sity to Michigan-Wisconsin should not be construed as indicating that 
our action affects any obligation on the part of both companies to render ade- 
quate and continued gas service to the consumers in the Detroit dis 
trict(s)., (emphasis added) 

Thus, even were the contention of Panhandle that the Commission had con 
sidered the matter in 1947 fully supported by the statements and findings in 
the opinions and orders issued in docket No. G—669, the matter of providing 
adequate service by these companics to the consumers in the Detroit district 
was left open to reasonable regulation, as it must be always. Reculation, by 
its very nature, looks to the future. An essential ingredient of regulation is 
its flexibility, i. e., the power of regulatory agencies to protect the public in 
terest in the light of constantly changing conditions.* 

It is not necessary to consider further the force and effect of the findings of 


the Commission in docket No. G—669, which Panhandle has urged as fully 


Especially so in the light of the comments on the supplemental opinion in Docket No 
G-—669 which were issued on Mareh 21, 1947, as a dissenting opinion by Commissioner Olds, 
who indicated that in his view Panhandle was being very poorly used, and that the 
majority of the Commission had “given their blessing to the proposed contract which 
Michigan Consolidated has offered to Vanhandle Eastern for the 15 years succeeding 
termination of the present contract That is, they have accepted the applicant's theory 
that rights to a market are related more to a private contract than to a Commission 
certificate.” 

‘In its brief, Panhandle says that a fundamental question is presented in this proceed- 
ing—“Will the Federal Power Commission give full faith and credit to its own solemn 
pronouncements and orders issued after due notice and hearing?’ But such a question 
would be entitled to serious consideration only if the circumstances giving rise to such 
pronouncements and orders had remained static, or if the assumptions as to future events 
upon which pronouncements and orders relating to the future were based had been borne 
out by subsequent events 
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satisfying the requirements of section 7 (b) because those findings were quali- 
fied by the overriding requirement that “adequate and continued gas service 
be rendered to the consumers in Detroit.” Whether a cutback by Panhandle, 
to take place at the end of 1951, could be effected without interfering with ade- 
quate and continued gas service, was hardly susceptible of final determination 
some four years in advance, and there is nothing in the orders or opinions which 
indicate an intention by the Commission to relieve Panhandle of its duty to ap- 
ply under section 7 (b) and make the requisite showing at the time of the 
expiration of the contract. In the absence of opposition by Michigan Con- 
solidated and in the absence of protests or objections, the hearing on the ap- 
plication probably would have been a very perfunctory matter. But an ap- 
plication was necessary under section 7 (b) nearer in point of time to the 
expiration of the contract than were the proceedings in G—669. 

The Commission apparently was aware of the necessarily tentative nature 
of its findings in G-669, as applied to the future. It said: 


A forecast of what the future will bring, must, of necessity, be clothed 
with some uncertainty. The markets may develop to a greater extent than 
supposed. Further, Panhandle’s future plans are not absolutely certain. 
* * * a finding relating to what will happen many years in the future 
can be no more definitive than the future itself. 





There are some other bases for argument to be made to the effect that the 
1947 determination by the Commission did not and could not settle this matter 
for all time, but extended discussion of this aspect of the controversy does not 
appear to be necessary. The contractual arrangements between Panhandle 
and Michigan Consolidated are now, and since occupation of this regulatory 
field by the Congress through the Natural Gas Act, subject to not only reason- 
able but continuous regulation in the public interest. And it is only under 
conditions authorized and approved by the Federal Power Commission in ac- 
cordance with the standards set forth in the act—that natural gas companies 
are free to sell, contract, or refuse to contract, negotiate or refuse to negotiate, 
increase service, decrease service, or cut off service in whole or in part, to suit 
their own corporate purposes. Viewed in this light, the contractual relationship 
between Panhandle and Michigan Consolidated is entitled only to considera- 
tion after the needs of the public are determined.’ 

It is found, therefore, preliminarily, that even if the Commission's previous 
opinions and orders may appear to have acknowledged Panhandle'’s right to 
elect whether or not it would reduce deliveries to Michigan Consolidated at the 
end of the contract period in 1951, such acknowledgment was based upon the 
facts as then available and on the assumption that such election would have 
no adverse effect upon the public. No finding as such was made in 1947 that 
“the present or future public convenience or necessity permit such abandonment”. 
Because of the Commission’s continuing responsibility under the act it is nec- 
essary that Panhandle’s intended course of action be considered at this time 
with a view to determining whether or not under present circumstances it would 








®Panhandle’s present attitude seems to represent a complete change of attitude as 
reflected in 1947. It would seem that none of the parties or the Commission believed at 
that time that Panhandle would ever countenance, let alone seek voluntarily to reduce its 
deliveries to Michigan Consolidated. The order of the Commission issued on March 12, 
1947, not only specifically protected Panhandle in the portion of the Detroit market which 
it had by reason of contract, but reserved to Panhandle “the right to participate in the 
future growth” of the Detroit market by being given the opportunity to “deliver and 
sell such additional volumes of gas to Michigan Consolidated as the latter may require in 
excess of the volumes of gas then being contractually purchased by it from Panhandle 
and Michigan-Wisconsin * * *” 
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be in the public interest to permit Panhandle to effectuate the election which it 
has determined upon. It is concluded, therefore, that Panhandle’s application of 
June 21, 1951 for an order permitting it to reduce deliveries of natural gas to 
Michigan Consolidated at Detroit from 125,000 M. ¢. f. to S7,500 M. ¢. f. per 
day must be deemed an application pursuant to section 7 (b) of the Natural 
Gas Act to abandon service, the disposition of which requires a determination on 
the basis of the showing made by the applicant as to whether the present or 
future public convenience or necessity will permit such abandonment. 

Will present or future public convenience or necessity permit the abandonment 
of service by Panhandle at this time?—At the outset, it should be observed that 
back of present controversy is the well-established fact that gas requirements 
in the extensive areas served by both Panhandle and by Michigan-Wisconsin 
have outrun the present ability of these two pipelines to supply fully require- 
ments.” Panhandle’s gas has been the subject of an involved allocation proceed- 
ing by this Commission, and Michigan-Wisconsin gas has been the subject of 
a proceeding not yet concluded, in which an allocation was sought (docket No. 
G-1769). Allocation is the only possible solution to the problem of limited 
supply, other than increasing the supply. So, where there are involved gas 
supplies less than adequate, controversies which stem from such a situation must 
be settled and determined on the basis of the public interest “not only in its 
limited but also in its broader aspects”. * 

Panhandle, seeking to abandon a portion of its service to Michigan Con 
solidated, had the burden of demonstrating to the Commission that its proposed 
cutback would not be contrary to the public interest. It presented very little 
direct evidence on this question, largely because of its position, heretofore dis- 
cussed, that the question had been settled by the Commission in 1947 in docket 
No. G-—669. 

Michigan Consolidated, on the other hand, has consistently maintained that 
Panhandle must show now, on the basis of present conditions, that its proposed 
cutback is in the public interest. In order to make such showing, Michigan 
Consolidated contends that Panhandle must show that its own supply has 
been depleted to a point where it cannot continue the service, or that Michigan 
Consolidated will be able to provide adequate service to its retail customers 
without this part of the Panhandle gas. This means, urges Michigan Consoli- 
dated, that Panhandle must show that Michigan Consolidated can reduce its 
deliveries to its firm customers and cut off deliveries to its interruptible cus- 
tomers without undue hardship, or that it can obtain sufficient additional gas 
from its affiliated pipe line (its only other source of supply) to make up for 
the loss of the Panhandle gas, or that it can economically manufacture sufficient 
quantities of gas to make up for the loss of Panhandle gas. In general, these 
contentions by Michigan Consolidated have been urged by the staff also. The 
staff’s approach to the matter however, is somewhat different from that by 
Michigan Consolidated. 

Much of the argument advanced by Panhandle in its briefs is ad hominem 
and, as we have seen, draws very heavily upon its interpretation of various 
pronouncements by the Commission made in the determination in docket No. 








*In opinion, 10 F. 
Panhandle : 


P. C. 328, the Commission found that, during the winter 1951-52, 
“* * * will have insufficient capacity to meet all contract demands under executed 
Service agreements plus nominated contract demands; or contract demands plus estimated 
1951-1952 winter peak-day requiremenets ; or contract demands plus the 1950-1951 non 
coincidental peak-day requirements of those customers which have not executed service 
agreements under the approved form of tariff.” 
*Cf. G-669, 6 F. P. C. 1, 27 





















































































































































































































584 FEDERAL POWER COMMISSION 


G-669, and upon data in the present record which, Panhandle alleges, discloses 
disregard by Michigan Consolidated of the cutback presently proposed. Also, 
it urges particularly, that Michigan Consolidated’s affiliated pipeline has been 
anything but zealous in its efforts to obtain additional quantities of gas in antici- 
pation of the cutback at the end of 1951.2 Much of the staff's principal brief 
is devoted to these matters, generally supporting the allegations by Panhandle 
with respect to the conduct of the American Natural Gas Co. One could hardly 
avoid suspecting, from the evidence in this record, that the management of 
Michigan Consolidated and its affiliated pipeline have never seriously considered 
as a probability that Panhandle would be permitted to cut off 13,625,000 M. c. f., 
and have permitted the Detroit load to increase even after formal notification by 
Panhandle that it would cancel the contract for service as of December 31, 1951. 
For example, from April 1950 through October 1951, Michigan Consolidated 
added 63,530 space-heating customers. The annual consumption of these cus- 
tomers plus the increase in firm industrial sales in the same period is nearly 
the equivalent of the 13 million odd M. ¢. f. by which Panhandle proposes to reduce 
its deliveries. The staff points out in its brief that the actions of the American 
Natural system, which comprehends both Michigan Consolidated and Michigan- 
Wisconsin seems almost deliberately calculated to create a situation for Pan- 
handle from which there could be no immediate escape. The staff suggests 
as a possible reason for the conduct the fact that the cost to Michigan Con- 
solidated of Panhandle gas is lower than gas from other sources including its 
own affiliate. 

Were this Commission cast in the role of a disinterested arbitrator between 
these two competitors, there would seem to be little question but that Panhandle 
should be given the authority to avail itself of its contract right to detach itself 
from its obligation to serve Michigan Consolidated at the end of the contract 
period. But it is clear that however opportunistic, improvident, or careless the 
conduct of Michigan Consolidated and its affiliate may have been, these alleged 
derelictions are not relevant to the issues in this proceeding, despite the efforts 
by Panhandle to make them so, and their extensive discussion by Panhandle and 
by the staff. Whether Michigan Consolidated has sought refuge in section 
7 (b) to avoid the consequences of its acts is beside the point. The matter of 
reducing deliveries to the Detroit area must be viewed in the light of the in- 
terests of the public users of the gas—not only the users in the Detroit area but 
users dependent upon Panhandle’s customers. 

Michigan Consolidated has presented its opposition to the proposed reduction 
of Panhandle gas on the theory that if such reduction is made, it would have no 
other course than to make a 90 percent reduction of its deliveries to each of 
248 firm industrial customers in Detroit who use 5,000 M. ¢. f. or more per year 
and would have to apply to the Michigan Commission for authority to cut off 
service to all of its firm industrial customers, including those who use less 
than 5,000 M. ¢. f. per year. This, it is alleged, would result in a $5,128,295 


reduction in the revenues of Michigan Consolidated. But more important 


“there would be an industrial shutdown of staggering proportions, widespread 
unemployment, and a disruption of the entire defense program . 

But this grim picture drawn by Michigan Consolidated omits two very im 
portant considerations. One of these is that even though the Michigan-Wisconsin 
system appears to be incapable of furnishing more gas to Michigan Consolidated 
than it is now furnishing, a reduction in the supply of Panhandle gas to Michigan 
Consolidated would have to be compensated for, or met, by reductions in deliv- 


§ Admittedly, the Michigan-Wisconsin pipeline is capable, with additional compressors 
of supplying more gas—if it had more gas to transport. 
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eries to all of the Michigan-Wisconsin customers in other States. Michigan- 
Wisconsin has “entire requirements” contracts with all of its customers and 
all of these must share any necessary curtailment.” Approximately 60 percent of 
the pipeline’s capacity is devoted to serving Michigan Consolidated. It is incon- 
ceivable that in the event Michigan Consolidated lost a substantial part of its 
Panhandle supply for any reason, that immediately it would have to cut off all 
of its firm industrial customers while the other distributing companies being 
supplied by Michigan-Wisconsin could continue to supply the full requirements 
of all of their industrial customers as well as a great share of the requirements 
of their interruptible customers. In other words, any reduction of Panhandle 
deliveries to Michigan Consolidated necessarily would be reflected on the entire 
Michigan-Wisconsin system, just as any major disaster which reduced the ca- 
pacity of the line would fall upon the shoulders of all who depend upon it for 
gas supply. 

The other consideration which seemingly has been only casually discussed by 
Michigan Consolidated in its opposition to Panhandle’s proposal is that in the 
event of a reduction of Panhandle deliveries, it would have to resume on a large 
scale the regular manufacture of gas which it now contemplates doing only to 
meet emergencies, such as system breakdowns caused by line breaks, and similar 
accidents.” Furthermore, it is quite likely that since any shortage of natural gas 
from whatever cause would have to be treated on a system-wide basis, other 
customers of Michigan-Wisconsin might have to use any stand-by manufacturing 
facilities they had in order to supply the minimum needs of their customers, par- 
ticularly during peak demand periods. 

The foregoing considerations are an essential part of this matter. A reduction 
of delivery by Panhandle would be something of a catastrophe financially as far 
as Michigan Consolidated is concerned. But it would be far less of a catastrophe 
from a service standpoint than Michigan Consolidated would have the public in 
the Detroit area and this Commission believe because of the fact that the reduc- 
tion of gas supply would have to be dealt with by Michigan-Wisconsin on a sys- 


tem-wide basis and because the manufacturing of gas could, if necessary, take up 


the slack so far as firm requirements are concerned. The prospect of an indus- 
trial shutdown of “staggering proportions” and a “disruption of the entire de 
fense program” is so unlikely as to be not entitled to very serious consideration 
here. A reduction of Panhandle gas, not replaced by new supplies of natural gas 
from another source, would surely, if continued over any extended period, have 
considerable effect on the consumers’ cost of gas or equivalent fuel because of 
the need for manufacturing gas in large quantities. The cost of manufactured 
gas is indicated by the record to be in the neighborhood of five to six times the cost 


*The contract or service agreement between Michigan-Wisconsin and Michigan Con- 
solidated provides for entire requirements in excess of contract amounts purchased from 
Panhandle. Beginning January 1, 1952, the agreement calls for Michigan-Wisconsin to 
supply all of Michigan Consolidated’s requirements in excess of 32,000,000 M. ¢. f. and 
the small amounts of Michigan-produced gas. 

® Michigan Consolidated did not present engineering evidence to show just how manu- 
facturing could be carried on to supply its needs, but limited its testimony on this point 
to cost data, i. e., the comparative cost of manufacture of gas as related to natural gas, 
and to the availability of large quantities of gas-oil. Michigan Consolidated’s brief con 
tains an argument that manufacturing should not be considered in the disposition of this 
matter, because the possibility of manufacturing will not support a finding that public 
convenience and necessity permits an abandonment of natural gas service under section 
7 (b). The only basis for this argument are the uniform holdings by the Commission in 
issuing new certificates that a showing of the benefits which will result from the substi- 
tution of natural gas for manufactured gas will provide sufficient basis for the statutory 
finding of public convenience and necessity. The holding by the Commission on new 
certificates seems inapplicable to a case involving abandonment. 
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of the equivalent natural gas supplied by Panhandle, even at higher than present 
rates. But the essential point is that the system shortage of firm gas caused by 
reduction in Panhandle deliveries could be physically made up, if necessary, by 
Michigan Consolidated and by the other customers of Michigan-Wisconsin by 
manufacturing gas and by curtailment of interruptible sales. The likelihood of 
any really serious effect on any industry vital to the national defense program is 
too remote for present consideration. 

The real question, then, is whether it would be in the public interest to permit 
Panhandle to exercise its contract right at the present time and abandon a part 
of its service to Michigan Consolidated from the standpoint of the economic effect 
of such abandonment upon the public. 

It has been estimated by the staff that this reduction by Panhandle would result 
in an over-all system shortage on the Michigan-Wisconsin system of approxi- 
mately 22 million M. ¢. f. annually. This annual shortage would be comprised of 
a firm load of approximately 4 million M. ¢. f. and an interruptible load of ap- 
proximately 18 million M. ¢. f. The record discloses that the customer companies 
of Michigan-Wisconsin, primarily Michigan Consolidated, could manufacture the 
requisite amount of gas to make up for the 4 million M. c¢. f. firm shortage caused 
by the cutback. However, the record shows also that during the first year follow- 
ing a Panhandle cutback almost double ” the 4 million M. e¢. f. would have to be 
manufactured in order to supply the firm requirements because of the storage 
schedule involved in the Michigan-Wisconsin system which is designed to meet 
peak requirements during the four winter or peak demand months. The engineer- 
ing testimony and data with respect to the working of this storage program ¢on- 
tained in the record has been carefully considered. However, in the interest of 
brevity, it is not described herein. 

The cost of manufacture of gas for firm needs (assuming, of course, that a full 
supply of gas-oil were obtainable for such a purpose) would exceed the cost of 
an equivalent amount of Panhandle gus (even at higher than present rates) by 
some $7 million. This state of affairs would also involve the incomplete interrup- 
tion of all interruptible (called rate 12 customers by Michigan Consolidated) 
sales by the company customers of Michigan-Wisconsin leaving the system 
stripped of the interruptible gas which has been included in the basic design as a 
“cushion” or reservoir to be used to supply firm needs in the event of colder 
than normal winters. Apparently, without this cushion, the cost of gas for firm 
industrial and space-heating customers in a severe winter would be higher than 
it would be in a normal winter because of the need for more manufacturing of 
gas. Thus, the $7 million difference alluded to above may be regarded as a very 
conservative estimate. 

The record supports the conclusion that if it were absolutely necessary that this 
cutback be permitted because of some unfortunate and unforeseen depletion of 
supply on the Panhandle system, Michigan-Wisconsin and its distributing com- 
pany customers, including Michigan Consolidated, could probably “get by” by 
completely rearranging their service arrangements and by engaging in the 
manufacturing of gas in substantial quantities at appreciably higher cost. How- 
ever, since it is the public which must suffer the inconveniences which would be 


the consequences of the cutback as well as the increased cost brought about by 
the need for supplemental manufactured gas, it would be difficult to justify a 





In the staff's brief “more than double’. The staff used 
calculations (Jan. 1952 through Feb. 1953). It arrived at an amount which would 
have to be manufactured of 9,755,000 M. ¢. f. Computed on an annual basis (Mar. 
1952 through Feb. 1953) this amount would be 7,543,000 M. ¢. f. Estimates of cost 


differences based on this shorter period are, consequently, lower than those submitted 
by the staff in its brief. 


a 14-month period in its 
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finding that the present or future public convenience or necessity permits the re- 
duction in service to Michigan Consolidated by Panhandle.’* On the facts in 
this record, no such finding can be made. 

While Michigan Consolidated has remarked in its brief that the staff’s com- 
ment that Michigan Consolidated is in no position to expect Panhandle to fur- 
nish the increasing natural gas requirements of the Detroit area other than for 
such additional amounts as Panhandle may contract to supply is a gratuitous 
remark, relates to another controversy now in court, and has no place in the 
consideration of the instant case, it would seem that the least that could be said 
about the staff’s comment is that it is perfectly consistent with the actions of 
the Commission in that matter.'* 

As has been observed, the conduct of the American Natural Gas Co. is not an 
issue in this case, and even if it were, the record does not contain substantial evi- 
dence sufficient to support a finding that this company has fallen down in the 
matter of obtaining ample amounts of gas to supply all of the requirements of its 
customers, including Michigan Consolidated, which it undertook to do when it 
made its initial representations through its affiliate, Michigan-Wisconsin, to 
this Commission in 1947 to the effect that no Panhandle gas would be needed by 
Michigan Consolidated after 1951, and upon the basis of which the Commission 
permitted the new pipeline to enter the Detroit market. Nevertheless, it is plain 
that the same freedom to contract as is accorded to Michigan Consolidated !+ 


should be accorded to Panhandle, unless the public interest requires temporary 


interference with that freedom. Certainly the American Natural Gas Co. and 
its subsidiaries are under the greatest duty to continue and to accelerate efforts 
to obtain additional quantities of natural gas from sources other than Pan- 
handle as quickly as possible. Denial of the present Panhandle application can- 
not be expected to set the matter to rest as Panhandle’s right to ask again for 
the same relief here sought cannot be abridged. Data as to efforts of the Michi- 
gan-Wisconsin Pipe Line Co. in the matter of seeking and obtaining additional 
sources of natural gas may provide some measure of the length of time Pan- 
handle is to be required, in the public interest, to serve Michigan Consolidated gas 
in amounts in excess of the quantity it is willing to contract to deliver. 


FINDINGS AND CONCLUSIONS 


The following findings and conclusions, in addition to those contained in the 
preceding text are here made: !° 

(1) Panhandle seeks the “permission and approval of the Commission” under 
section 7 (b) of the act to abandon 30 percent of its natural gas service to Michi- 
gan Consolidated at Detroit, by reducing its deliveries from 125,000 M. ec. f. per 


22The needs of Panhandle’s customers who derive their entire supply of gas from Pan- 
handle have not been disregarded. While Panhandle cannot meet all requirements on its 
system, Panhandle’s situation relative to supply has steadily improved. There was no 
indication in this record that consumers in the areas served by Panhandle would suffer 
economically, by Panhandle’s not being permitted to cut back its deliveries to Detroit 
in accordance with its plan. 

8 See opinions, 10 F. P. C. 185, 328, and 10 F. P. C. 361 in G—1379. 

“In docket No. G—669, the Commission said (in discussing whether or not a local dis 
tributing company was forbidden from augmenting its gas supply from another source) : 
“It (Michigan Consolidated) is not bound, nor can it be compelled, to execute a renewal of 
its contract with the present supplier (Panhandle) regardless of any other considerations.” 

% Despite the requirement in the Commission's general rules with respect to the contents 
of briefs, only Michigan Consolidated filed proposed findings of fact which summarized in 
finding form in any appreciable detail the contentions it advanced. (General rules, section 
1.29 (¢)). 
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day to $87,500 M. c. f. per day, which would be a reduction of 37,500 M, ©. f. per 
day and 13,687,500 M. ¢. f. per vear. 


(2) Panhandle had the burden of proving on the record in this proceeding 
(1) that its “available supply of natural gas is depleted to the extent that the 
continuance of service is unwarranted” or (2) that “the present or future pub- 


lic convenience or necessity permit” its proposed abandonment of service. 

(3) While Panhandle has a ready market for any of the gas it would obtain 
by cutting back deliveries to Michigan Consolidated, such gas would not be used 
fo replace gas lost by depletion of natural gas supply. The designed capacity 
of the Panhandle pipeline has been increased recently by 300,000 M. ¢. f. per day 
to a total of 850,000 M. ¢c. f. per day 

(4) Assuming a continuation of present bans on space heating and the re- 
strictions resulting from order No, 2 of the Petroleum Administration for De- 
fense, Michigan Consolidated’s firm requirements in 1952, without interruptible 
sales, are expected to total approximately 105,085,700 M. ¢«. f annually and 
735,090 M. ¢. f. on the 1952-53 winter peak day. 

(5) The annual Michigan Consolidated firm requirements from Michigan- 
Wisconsin in 1952 will be 58,834,700 M. ¢. f. In the event a cutback in the 
amount sought by Panhandle were permitted, the annual firm requirements of 
Michigan Consolidated from Michigan-Wisconsin will be increased by 13,687,500 
M. ce. f. to a total of 72,022,200 M. ¢. f. 

(6) The total estimated requirements on the Michigan-Wisconsin system for 
1952 are 119,100,080 M. ¢«. f. Adding to this the additional 13,687,500 M. ¢. f. 
which would be needed if Panhandle were to continue gas delivery as it now 
proposes, the total requirement in such event would be 132,787,580 M. e. f. 

(7) The designed annual capacity of the Michigan-Wisconsin pipe-line is 
110,595,000 M. e. f. 

(8) The shortage of gas, system-wide, on the Michigan-Wisconsin system, 
in the event of the reduction of Panhandle deliveries has been estimated to be 
22,192,580 annually. Because all of the Michigan-Wisconsin system's customers 
(except Michigan Consolidated, see footnote 9, supra) are entire requirements 
customers by contract, the shortage of gas on the system would be borne by 
all of the customers proportionately. 

(9) The estimated annual shortage which would be caused on the Michigan- 
Wisconsin system by the Panhandle cutback would consist of an estimated firm 
load of 4,155,480 M. ¢c. f. and an estimated special] industrial or interruptible 
load of the customer companies of Michigan-Wisconsin of 18,037,100 M. ec. f. 

(10) The shortage of firm gas occasioned by the reduction of deliveries by 
Panhandle to Michigan Consolidated could, if necessary, be made up by manu- 
facture of gas by the pipe line’s customers, including Michigan Consolidated. 
It would be economically infeasible, however, to replace all of the interruptible 
gas with manufactured gas. 

(11) The operation of the Michigan-Wisconsin system involves the use of 
storage fields for gas, a procedure which has been determined to be necessary 
to insure peak-day delivery. Because of the system storage requirements, it is 
disclosed by the record that nearly double the amount of the estimated firm 
deficiency of 4,155,480 M. ¢. f. would have to be manufactured, at least for the 
first year following the Panhandle reduction. 

(12) Michigan Consolidated, in the absence of unforeseeable difficulties, and 
assuming that an adequate supply of oil were obtainable, could easily make up 
more than half of the firm deficiency caused by the Panhandle cutback, and, 
if it found itself unable to make up the full deficiency, would have to call upon 
the Michigan-Wisconsin system for additional firm gas. In order to supply this 
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additional firm gas, certain reductions of service to other Michigan-Wiscousin 
customers in other states would be necessary, which could be compensated for 
by those customers by use of standby manufacturing facilities which these 
customers had before the conversion to natural gas and most of which have 
been retained for temporary use during emergency periods. 

(13) The first year cost of manufacturing the approximately 7,000,000 M. c. f. 
of gas to assure the continued service to Michigan Consolidated’s firm customers 
has been estimated to be in the neighborhood of $9 million. The corresponding 
volume of natural gas from Panhandle would cost approximately $2 million. 
The increase of cost of gas by reason of the need to manufacture gas in large 
volumes would be in excess of $7 million annually. This increased cost of gas 
would necessarily be paid by the consumers of the gas. 

(14) While by manufacturing gas it would be physically possible to make up 
for the deficiency in firm gas brought about by reduced deliveries by Panhandle, 
there would also remain the 18,037,100 M. c. f. deficiency in interruptible load on 
the Michigan-Wisconsin system, a portion of which was contemplated in the 
design of the system to provide protection to the service of firm customers in the 
event of a colder than normal winter. The elimination of this so-called “cushion” 
would mean that the manufacturing of gas would be increased in a colder than 
normal winter, and thus the annual costs of gas would be increased. 

(15) The inevitability of greatly reduced service to Michigan Consolidated’s 
firm industrial customers in the event the proposed cutback were permitted has 
not been established on this record. The record, however, amply supports the 
conclusion that the withdrawal of the Panhandle gas would result in substantial 
increases in the cost of gas to consumers who rely upon the American Natural 
Gas Co. customers for service. 

(16) In the absence of proof of a depletion of gas supply by Panhandle, the 
economic hardship upon consumers which would be brought about by a reduction 
of the amount of gas delivered by Panhandle to Michigan Consolidated would not 
be in the public interest. 

(17) The present or future public convenience or necessity do not permit the 
proposed abandonment of service by Panhandle. 

Findings recommended by the parties.—As may be seen from the foregoing, the 


findings recommended by Michigan Consolidated have been adopted in part and 
rejected in part. The conclusion recommended by Michigan-Wisconsin and by 
the staff has been adopted. Finding No. 1 submitted by Panhandle has been 
substantially incorporated in the text of the decision. The alternate conclusions 
requested by Panhandle, have not been adopted. 


ORDER 


It is, therefore, ordered, subject to review by the Commission on appeal or on 
its own motion, as provided by its rules of practice and procedure that: 

The application by Panhandle Eastern Pipe Line Co. filed on June 21, 1951, for 
an order permitting it to reduce deliveries of natural gas to Michigan Consoli- 
dated Gas Co. at Detroit from 125,000 to 87,500 M. c. f. per day, is denied. 

Filed: February 28,1952. Issued: February 28, 1952. 

WILLIAM J. COSTELLO, 
Presiding Examiner. 
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In THE MATTER OF 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


Application for Certificate of Public Convenience and Necessity 
Docket No. G-1782 


Filed March 20, 1952; Issued March 21, 1952* 
Syllabus 


. Certificate issued to Transcontinental Gas Pipe Line Corp. authorizing con- 
struction and operation of distribution facilities for sale of natural gas 
for “superior” industrial uses on finding that the public convenience and 
necessary so requires. P. 594. 

Interruptible service to be rendered through proposed facilities is made 
subordinate to firm sales to applicant’s customers and to requirements of 
other natural-gas companies inter-connected with the applicant’s system 
under emergency or exchange agreements. P. 596. 


William L. Shea, Walter E. Gallagher, Richard J. Connor, and 
Christopher T. Boland for Transcontinental Gas Pipe Line Corp. 
William L. Brunner for statf of the Federal Power Commission. 


Smmpson, Presiding Examiner: On August 31, 1951, Transcontinental Gas Pipe 
Line Corp. (applicant) filed an application with the Federal Power Commission 
for a certificate of public convenience and necessity under section 7(¢c) of the 
Natural Gas Act, for the construction and operation of a meter station and 
appurtenant equipment, to be located at Laurens, Laurens County, 8. C., to 
be used for the sale and delivery of up to 4,000 M. ¢. f. of natural gas per day to 
Laurens Glass Works, Ine., in accordance with the terms of an interruptible 
service contract entered into between the applicant and Laurens Glass Works, 
Ine. on July 31, 1951 (subsequently amended by a supplemental agreement dated 
February 20, 1952). 

In accordance with the Commission's order fixing the date of hearing, and 
upon due notice, a public hearing was held in this matter on February 20, 1952, 
with the undersigned examiner presiding. 

Laurens Glass Works, Inc. intervened in these proceedings in support of the 
application while various coal and labor interests intervened in opposition to the 
application. 

The participants have submitted proposed findings of fact and conclusions of 
law. 


CONTENTIONS 


The applicant contends, in substance, that there is a need for the natural gas 
service proposed; that adequate supplies of deliverable gas are available; that 
the design of the proposed facilities and the methods to be used in their operation 


*Initial decision and order became effective as final decision and order of the Commission 
on April 21, 1952. 
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are adequate; that the applicant is able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder; that the construction and operation of the proposed facilities are 
required by the present and future public convenience and necessity; and that 
a certificate, therefore, should be issued. 

Counsel for the intervener, Laurens Glass Works, Inc., contends, in substance, 
that natural gas is a superior and a cheaper and more reliable source of fuel 
for use in glass manufacture; that its use will permit more efficient operation of 
the intervener’s glass plant, will lead to substantial annual savings to the inter- 
vener, and will “abate” the necessity for a possible price increase to the inter- 
vener’s Customers, if costs of production increase; and that conversion of the 
intervener’s manufacturing facilities to natural gas will be a factor in creating 
a market for the sale of off-peak natural gas by the city of Laurens, 8. C., and 
further, by improving the applicant’s load factor, will provide an additional 
source of revenue to the applicant and a relative benefit to the latter’s firm- 
service customers in future determinations of rate levels. 

Counsel for the intervening coal and labor organizations contend, in substance, 
that the proposed sale of 4,000 M. ¢. f. per day of natural gas will displace a 
substantial amount of coal presently being used by Laurens Glass Works, Inc. 
in the manufacture of producer gas; that producer gas is a satisfactory fuel 
for the manufacture of glass products; that the glass works has had no past 
difficulty in obtaining adequate supplies of coal for the making of producer gas; 
and that the proposed sale is not in the public interest. Counsel contend, alter- 
natively, that if it be found to be in the public interest to authorize the proposed 
sale, that it would nevertheless be in the public interest to limit the use of 
natural gas so purchased to “superior uses” in the manufacture of glass products. 

Counsel for the Commission’s staff contends, in substance, that construction 
and operation of the facilities here proposed are required by the public conven 
ience and necessity, but that service, to be rendered Laurens Glass Works, Ine., 
should be made subordinate to the requirements of all customers purchasing 
gas from the applicant for resale and to the requirements of natural-gas com- 
panies having emergency or exchange agreements with the applicant, except that 
the applicant should not be required to curtail service to the glass works in 
order to provide natural gas for interruptible service in relation to such emer- 
gency or exchange deliveries of natural gas. Staff Counsel further contends 


that the applicant is a natural-gas company within the meaning of the Natural 


Gas Act; that the facilities applied for are proposed to be used in the transporta- 


tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission: that the construction and operation thereof by the applicant are 
subject to the requirements of section 7, (viz., subsections (c) and (e)) of the 
Natural Gas Act: and that the applicant is able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act and the requirements, rules, and regulations of the 
Commission thereunder. 


rHE ISSUES 


The principal issue arising upon the evidence and the contentions of counsel, 
made with respect thereto, including proposed findings and conclusions, is 
whether construction and operation by applicant of its proposed meter station 
and appurtenant equipment is or will be required by the present or future public 
convenience and necessity. 
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Among the issues hereinafter disposed of, related to the ultimate issue of 
public convenience and necessity, are (1) the issues raised by the intervening 
coal and labor organizations’ contentions that the sale of natural gas to Laurens 
Glass Works, Inc., here proposed, would bring injury to certain interests 
and would not be in the public interest, or that at least no natural gas sold and 
delivered by any authorization issued in these proceedings should be permitted 
to be used for boiler fuel or space-heating purposes; and (2) the issue raised 
by counsel for the Commission's staff that the services here proposed should 
be subordinate to the requirements of all of the applicant's customers purchasing 
gas for resale, and, in certain respects, to the requirements of other natural-gas 
companies interconnected with the applicant’s system under emergency or ex- 
change agreements. 

Inherent in the proceeding is the question whether the applicant has adequate 
supplies of deliverable gas available. 

Findings and conclusions are also required under section 7 (e) of the Natural 
Gas Act as to whether the applicant is a qualified applicant within the meaning 
of that section, as well as to whether applicant is able and willing properly to 
do the acts and perform the service proposed and conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 


DISCUSSION 


Jurisdiction.—The applicant, a corporation organized under the laws of the 


State of Delaware, having its principal place of business in Houston, Tex., is 
the holder of various certificates of public convenience and necessity issued by 
the Commission authorizing, among other things, the construction and operation 
of a natural-gas transmission system, the main line of which extends from 
Hidalgo County, Tex., to 154th Street in New York City, and, in consequence of 
construction completed and operations conducted thereunder, is engaged in the 
transportation of natural gas in interstate commerce, and the sale in interstate 
commerce of such gas for resale. Applicant is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act. 

The intervener, Laurens Glass Works, Inc. (Glass Works), will purchase 
natural gas directly from the applicant at the latter’s main transmission line 
The gas reserves which are to supply the quantities so purchased are those 
relied upon by the applicant Jn the Matter of Transcontinental Gas Pipe Line 
Corporation, Docket Nos. G-704, 7 F. P. C. 24, G-1277, 9 F. P. C. 32 and 
G-1411, 10 F. P. C. 469, respectively. The facilities proposed herein are to be 
used by the applicant in connection with its delivery, from its 30-inch main gas 
pipe line, of natural gas for the use of Glass Works. The construction and 
operation of the facilities herein proposed are, therefore, subject to the require- 
ments of subsections (¢) and (e) of section 7 of the Natural Gas Act. 

Requirements of intervening Glass Works.—The intervener, Glass Works, 
manufactures various glass food containers such as bottles and jars. In its 
glass manufacturing processes, it operates four furnaces for the melting of glass, 
11 feeders for the forming of glass, and 11 lehrs for the tempering of glass. 
It also operates in its decorating (label) department three additional lehrs 
Two of the foregoing furnaces are operated with producer gas made from high 
quality coal, while two are operated with No. 6 fuel oil. Eight feeders are 
operated with propane gas, three with No. 2 fuel oil. Three lehrs in the bottling 
plant are operated with No. 2 fuel oil, while eight in this plant, and three in 
the decorating plant, are operated with propane gas. 
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During 1951, the intervener used in its plant 10,463 tons of coal, 2,217,581 
gallons of oil, and 1,032,817 gallons of propane. The evidence demonstrates that 
the year 1951 is not representative of the intervener’s operations at current 
capacity, nor representative of its corresponding total fuel requirements. Accord- 
ingly, the intervener’s estimates of fuel requirements for 1952 reflect substantial 
increases in each of the foregoing classes of fuel. In lieu of the amount of 
coal, oil and propane expected to be used in 1952, the intervener estimates that 
its natural gas requirements would total some 794,600 M. c. f. for that year, 
or, since intervener’s glass manufacturing is on a practically uniform daily 
basis, would amount to some 2,175 M. ec. f. per day. 

In addition, the intervener proposes, by the end of 1952 or the beginning of 
1953, to make certain improvements or changes in its plant to increase the ton- 
nage “pull” of its furnaces, and, sometime in 1953, to add a furnace which, 
if natural gas is not available, will use propane as fuel. These changes and 
this addition will eventually further increase the intervener’s fuel requirements 
by an estimated combined 45 percent over the total estimated above. 

The intervener does not intend to use natural gas under boilers or to provide 
space heat for its plant, but for these purposes to continue to use coal. 

Intervener will also maintain existing fuels as standby fuels 

Intervener’s (Glass Works )contract supply.—In substance, the contract for 
interruptible service between the applicant and the intervener is for a term 
of 20 years and contains an agreement on the part of the applicant to sell and 
deliver all of the intervener’s fuel requirements, except such as may be purchased 
by the intervener for standby facilities and such gas as may be available to the 
intervener from the city of Laurens’ firm gas, but not exceeding a maximum there 
under of 2,300 M. e. f. per day during the period ending January 1, 1953, or 4,000 
M. c. f. per day thereafter, during the remaining period of the contract. The 
contract also provides that if at any time the capacity of the applicant’s trans- 
mission system is insufficient for all demands upon it, the requirements of the 
applicant's firm customers will have priority and the remaining available supply 
may be allocated among interruptibles, including the intervener, on a pro rata 
basis. In short, under such conditions, the intervener would stand on equal 
footing with any other industrial customer making “superior” use of natural 
gas, but would have priority along with such others over interruptible boiler fuel 
sales, 

The intervener has also entered into a contract with the city of Laurens, §. C.., 
to purchase such off-peak gas as the city may have available from its firm sup- 
ply, obtained by the city from the applicant, but has no assurance as to what 
minimum of natural gas it might expect from the applicant, nor what minimum 
it might expect from the city of Laurens. 

jrailability of deliverable gas from the applicant—The natural gas that the 
applicant proposes to sell intervener would come from the applicant’s so-called 
“bottle-neck” gas (which is gas available because of the non-use of off-peak 
natural gas by Southern communities in the summer as well as the applicant's 
present arrangement of compressor capacity). The applicant’s witness testified 
that the applicant is in position to supply gas to the intervener in the volumes 
proposed in its contract. Further, the intervener appears substantially satis- 
fied that it has reasonable assurance that its natural-gas fuel requirements will 
be met during the term of its contract with the applicant, in accordance with its 
terms. 


Benefits of the proposed service Public Convenience and Necessitu.—The 


intervener’s (Glass Works’) operations are substantial. During 1951 it produced 


some 210 tons of glass per day and its gross volume of business was approxi- 
mately five and a half million dollars. z 
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While producer gas has proved satisfactory in the intervener’s operations, it 
is apparent from the evidence that this intervener considers that the use of 
natural gas would be more satisfactory as a matter of economy and savings as 
well as a matter of operating advantages as compared with intervener'’s present 
use of primary fuels, producer gas (coal) and fuel oil. Natural gas is capable of 
more even application in the intervener’s various operations, would make possible 
the maintenance of more uniform temperatures, particularly desirable in melt- 
ing, and a better quality of glass, with less waste in loss through defective 
products in the forming process. On the other hand, by substituting in the year 
1952 an estimated 794,600 M. ¢. f. of natural gas for other fuels (coal, oil, and 
propane), the intervener expects that it will be able to realize a saving of some 
$183,250 or 35 percent in the cost of its processing fuel. This estimate is subject 
to some adjustment for the effect of the applicant's possible interruption of the 
intervener’s supply, with consequent resort by the intervener to standby fuels, 
as well as for the effect of other matters that appear to be relatively minor. 
However, the opinion of the intervener’s principal witness, substantiated in the 
evidence, is that savings of $139,972, computed for the year 1951 on the basis of 
the substitution of natural gas for the fuels then actually used, at least, rep- 
resent a conservative estimate of savings to be expected annually for the future. 
The intervener doves not attempt to establish that such savings would lead to re- 
ductions in present prices of its products to customers, but points out that such 
savings would put the intervener in the position of being better able to absorb 
increases in its costs which might materialize with respect to materials, freight 
or other items. In short, by cutting costs of operations in this respect, the in 
tervener could eliminate to some extent the not improbable necessity otherwise of 
future increase in prices and at the same time offer a better product to its 
customers. 


Further, it appears that the sale of natural gas which the city of Laurens 
would make to the intervener would not be warranted unless supplemented by 
gas to be sold to the intervener by the applicant. Thus the sale here proposed, 
coupled with the 5¢ per M. ¢. f. transportation charge to be paid the city by the 
intervener, are favorable economic factors in making gas service available to the 
city. Further, the evidence also discloses that the proposed sale will provide the 
applicant with an additional profitable source of revenue. 

The foregoing benefits justify the conclusion and a finding that the propose‘ 
construction and operation are required by public convenience and necessity. 

Cost and availability of material—-The applicant estimates the cost of con- 
struction of the proposed meter station and appurtenant equipment to be $14,016, 
including estimated cost of material of $9,980, estimated direct cost of installa- 
tion of $2,300, estimated engineering and supervision $370, general overheads 
$1,228, and interest during construction $133. The applicant will finance the cost 
of the proposed facilities out of its existing funds. 

A certain portion of the installation will be used for purposes associated with 
the natural-gas operations of the city of Laurens, particularly sales by the latter 
to Glass Works. Accordingly, applicant has made arrangements with the city to 
make an equitable distribution of the above cost of $14,016, based on the portion 
of the facilities installed for use by the city and by applicant, respectively. 

The various items of equipment involved in the foregoing costs are those com- 
monly used in meter and regulator station installations, and the foregoing esti- 
mates of cost appear to be fair estimates of the costs to be incurred in connection 
with the proposed construction. 

Such material as the applicant does not have on hand it expects to have avail- 
able on approximately six to eight weeks delivery, whereupon the installation 
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then can be completed in approximately two weeks time. The intervener, Glass 
Works, has sufficient material available, or on order with firm promises for deliv- 
ery, to be able to complete conversion of its facilities as soon as gas is available 
for delivery to it. 

Ultimate delivery of the gas sold by the applicant to the intervener is to be 
made pursuant to the terms of an executed agreement between the intervener 
and the city of Laurens, whereby the city is to undertake the construction of a 
lateral line connecting the transportation facilities of the applicant herein with 
the proposed distribution system of the city and with the plant of the intervener, 
and will transport and carry to intervener, by means of such lateral line, the 
quantities of gas to be purchased by intervener from applicant. 

Anticipated revenues and exrpenses.—-Applicant expects that after January 1, 
1953, it will be selling intervener 4,000 M. ec. f. of natural gas per day at an 
assumed 75 percent load factor, and that its revenues therefrom will total $31,500 
per month. 

The proposed facilities will be operated by the applicant's own employees, 
and the applicant estimates that the expenses of operation, including depre- 
ciation (3 percent), maintenance, taxes other than Federal income (1.5 per- 
cent), operating labor, automotive equipment (use), office expenses, etc., will 
total $487 per month. 

The allegations of the coal and labor interveners—The intervener, Fuels 
Research Council, Inc., in its petition to intervene, alleges, in substance, that 
natural gas proposed to be sold and delivered to Glass Works would be sold in 
competition with, and would cause the displacement of, coal produced and trans- 
ported by its members, would thereby cause irreplaceable loss of revenue and 
would result in injury to such members, as well as to persons dependent upon 
such members for employment. Similar allegations, mutatis mutandis, are pre- 
sented on behalf of the joint interveners, National Coal Association and United 
Mine Workers of America. The intervener, Railway Labor Executives Associa- 
tion, alleges in its petition that many of the railroad employees whom it repre- 
sents would be detrimentally affected if the application herein sought is granted, 
for the reason that the sale of natural gas proposed would deprive railroads 
of freight tonnage because of coal displacement and would result in curtailment 
of employment and reduction of earnings by railroad employees. 

Allegations in petitions, however, are not self-proving and no evidence was 
offered in this proceeding on behalf of interveners in support of the foregoing 
allegations as to injuries to be sustained. There is no evidence of record that 
the intervening producer association or organizations, or any particular member 
thereof, would in fact be hurt by the displacement of coal which might ensue 
upon the introduction of natural gas into Glass Work’s plant in the way and to 
the extent here proposed. There is no evidence in the record to show that the 
loss of a coal market to be represented in Glass Work’s proposed operations 
would in fact be an irreplaceable or enduring loss—and hence there is nothing 
herein to establish as a fact any persons actually will suffer injury if the author- 
ization here sought be granted. 

Further, in view of the testimony to the effect that Glass Works’ operations 
are expanding, that the present standby facilities using coal will not be ade- 
quate as standby for the new furnace contemplated to be added to Glass Work’s 


plant, and that the natural-gas service here proposed will probably be subject 


to interruption, the displacement itself which would appeur to be impending 
on the basis of 1951 operations and 1952 estimates may prove to be to a substan- 
tial degree temporary or indeed, as far as competition with natural gas is con- 
cerned, may not occur at all. 
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There is no evidence of record which would justify considering the immediate 
application on any other basis than as a separate case to stand or fall on its 
own merit determined upon its own facts. 

Upon the record in this proceeding the findings and conclusions proposed by 
counsel for the coal and labor interveners must be and are rejected. 

Proposed conditions of service-—Counsel for the Commission’s staff proposes 
that service to be rendered through the facilities here under consideration be 
made subordinate to the requirements of all of the applicant’s customers pur- 
chasing gas for resale, and to the requirements of other natural-gas companies 
interconnected with the applicant’s system under emergency or exchange agree- 
ments to whom such gas could be made available. Counsel appends a proviso 
to this proposal to the effect that the applicant should not be required to curtail 
service to be rendered through the facilities herein sought to be authorized in 
order to provide natural gas for interruptible service to customers of the nat- 
ural gas company requesting emergency or exchange deliveries of natural gas. 

The gas service contract between the applicant and the intervener, Glass 
Works, provides in its own text that the gas service to be supplied by the appli- 
cant shall be on an interruptible basis subject to curtailment or interruption 
during periods of peak demand on the applicant's pipe line system when re- 
quired by the applicant for service to its firm customers. Firm customers are 
there defined to include all customers served by the applicant under contracts 
calling for an uninterrupted suppy of gas and the contract requirements of Sun 
Oil Co. at its Marcus Hook, Pa., refinery under a transportation agreement with 
the applicant. 

Official notice is taken of the fact that, by the terms of the applicant’s filed 
schedules, its emergency service is available for the purchase of natural gas 
from the applicant at delivery points on or near its main line when there exists 
or is threatened an emergency on the system of any utility, natural gas com- 
pany, or gas distribution agency requesting a supply of gas from the applicant 
to meet such an emergency, while the applicant’s exchange service is available 
only to any gas company which has available a rate schedule under which the 
applicant may request exchange gas. 

Insofar as staff counsel’s proposal relates to the making of the service here 
proposed subordinate to emergency conditions on the system of any other natural- 
gas company, there is a prima facie basis of merit. With respect to such 
subordination in relation to exchange service, some question would arise but 
for the fact that, while provision was made during the hearing for the filing of 
reply statements by proponents of the application subsequent to the filing of 
proposed findings and conclusions, neither the applicant nor the intervener, Glass 
Works, has taken exception to this proposal. While the provision for the filing 
of reply statements was primarily designed to enable the proponents to submit 
a reply to any memoranda submitted by others in support of proposed findings 
and conclusions, it is reasonably to be presumed that if the proponents had 
objection to staff counsel’s proposed condition, they would have taken the op- 
portunity afforded to object and submit their views in respect thereof. This 
they have not done, and acquiescence in staff counsel’s proposal is therefore 
inferred. 

FINDINGS AND CONCLUSIONS 
Upon consideration of all the evidence in the proceeding, as well as the con- 


tentions, arguments, and proposed findings and conclusion of Counsel, it is fur- 
ther found and concluded that: 
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(1) The applicant, a Delaware corporation having its principal place of busi- 
ness at Houston, Tex., is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission Jn the Matter of 
Transcontinental Gas Pipe Line Corporation, Docket No. G-1277, 9 F. P. C. 32. 

(2) The facilities hereinbefore described, consisting of a meter station and 
appurtenant equipment, authorization for the construction and operation of 
which is sought herein, is proposed to be used by the applicant in the transporta- 
tion of natural gas in interstate commerce subject to the jurisdiction of the 
Commission, and the construction and operation thereof by the applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) The applicant is able and willing properly to do the acts and to perform 
the services proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities herein for the 
transportation of natural gas on an interruptible basis by the applicant to the 
intervener, Laurens Glass Works, Inc., in volumes up to 4,000 M. ec. f. per day, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Transcontinental Gas Pipe Line Corp., to con- 
struct and operate the facilities hereinbefore described, and more fully described 
in the supplemented application filed in this proceeding and the exhibits append- 
ed thereto, for the transportation of natural gas subject to the jurisdiction 
of the Commission, as set forth in said application, upon the following terms and 
conditions : 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis to Laurens Glass Works, Inc., 
but not in excess of 4,000 M. ec. f. per day. 

(B) The applicant shall report to the Commission promptly in writing, under 
oath, the date of the completion of the construction of the facilities herein author- 
ized and the date of the commencement of operation thereof. 

(C) This certificate is not transferable and shall be effective only so long as 
the applicant continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission, and is subject to the 
further condition that service to be rendered through the facilities hereinbefore 
described shall be subordinate to the requirements of all of the applicant’s custom- 
ers purchasing gas for resale, and to the requirements of other natural-gas com- 
panies inter-connected with the applicant’s system under emergency or exchange 
agreements to whom such gas could be made available: Provided, however, 
That the applicant shall not be required to curtail the service to be rendered 
through the facilities herein authorized in order to provide natural gas for 


interruptible service to the customers of the natural-gas company requesting 
emergency or exchange deliveries of natural gas. 
Filed: March 20,1952. Issued: March 21, 19852. 


EWING G. SIMPSON, 


Presiding Examiner. 





In THE MATTER OF 
BLUE RIDGE ELECTRIC MEMBERSHIP CORPORATION 


Application for Preliminary Permit for Proposed Hydroelectric 
Development 


Project No. 2087 


Filed April 7, 1952; Issued April 8, 1952 * 


Syllab Us 


. One-year preliminary permit granted to Blue Ridge Electric Membership 
Corp. for proposed hydroelectric development upon finding of public 
interest. P. 601. 

Since exact form and size of proposed project are undetermined, it is only 
necessary for preliminary permit that navigable waters may be affected. 
P. 601. 

3. Project contains no unusual or controversial features, and Blue Ridge is 

qualified applicant under Federal Power Act. P. 601. 


B.F. Williams and Dixon Whisnant for Blue Ridge Electric Mem- 
bership Corp. 
Joseph FE’. Hayden for staff of the Federal Power Commission. 


Law, Presiding Examiner: This proceeding resulted from an application filed 
on June 6, 1951 by the Blue Ridge Electric Membership Corp. for a preliminary 
permit for a term of one year for the proposed Glendale Springs hydroelectric 
development. The proposed development would consist of an earth and rock-fill 
dam across the South Fork of the New River approximately 2,000 feet upstream 
from the bridge of North Carolina State Highway No. 16. The dam would have 
a spillway crest elevation of about 2,870 feet and would create a reservoir of 
approximately 220,000 acre-feet of useful storage capacity with a 40-foot draw- 
down. The proposal involved two alternate schemes of development, the first 
proposal being for the construction of a tunnel about 13,000 feet long to divert 
the water across the divide to the Middle Fork of the Reddies River with a power- 
house on the said Middle Fork having an ultimate installed capacity of about 
66,000 kilowatts. This scheme of development is hereinafter referred to as the 
diversion project. 

The second alternative, known as the non-diversion project, would be the con- 
struction of a powerhouse downstream from the same dam on the South Fork 
of the New River, with a tunnel about 1,500 feet long, through which water 
would be fed to a powerhouse having an ultimate installed capacity of about 
13,200 kilowatts. Such water would then be returned to the South Fork of the 
New River just below the location of the powerhouse. The dam, which was to 
be the same for both water utilization proposals, includes a spillway across a 


*Initial decision and order became effective as final decision and order of the Commission 
on May 9, 1952. 
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ridge to carry spillway overflows to the South Fork of the New River, below 
the powerhouse, as proposed in the non-diversion project, without interfering 
with powerhouse operation. 

When the application was advertised, considerable opposition to the first, 
or diversion proposal, developed immediately. Petitions in intervention were 
filed by the Virginia Railway, Norfolk and Western Railway Company, the 
Charleston Chamber of Commerce, the State of West Virginia by its Board of 
Public Works, and the State of Virginia by its Department of Conservation and 
Development. Formal protests were also filed by the Appalachian Power Co., 
Kanawha Valley Power Co., and the Chamber of Commerce of Roanoke, Va. 

In view of the opposition, the Commission provided for the holding of hear- 
ings at West Jefferson, N. C., on November 27, 1951, and at Roanoke, Va., on No- 
vember 29, 1951, and the undersigned was designated as presiding examiner in 
this proceeding. 

The right of intervention was granted (prior to the hearing session) to the 
two petitioning railways, the State of West Virginia, the Commonwealth of 
Virginia, Department of Conservation and Development, and the Charleston, 
W. Va., Chamber of Commerce. Subsequently, at the hearing at Roanoke, a 
petition to intervene was filed by the American Viscose Corp., and a petition 
to intervene together with a motion to dismiss the application was filed on behalf 
of Washington Mills Co. The intervention of American Viscose Corp. was 
subsequently authorized by Commission order, and Washington Mills Co., for 
reasons which will hereafter appear in connection with the discussion of its 
motion to dismiss, subsequently withdrew its request for its petition for the 
right of intervention. 

At the hearing sessions at West Jefferson and at Roanoke, and following the 
statements of the formal parties, all persons present were given an opportunity 
to state their positions. Accordingly, statements were placed on record by repre- 
sentatives of many municipal and civie organizations and other groups of citi- 
zens, aS Well as by interested individuals. 

After the hearing, the applicant, on December 11, 1951, filed with this Com- 
mission an application to amend its application for preliminary permit by the 
elimination of the proposed diversion project. All of the interveners and formal 
protestants, with the exception of the Roanoke Chamber of Commerce, notified 
this Commission that they had no objection to the proposed amendment, and 
would not, in view of the amendment, continue their opposition by the filing 
of briefs in reply to the brief in support of the application filed by the appli 
cant in this proceeding. Both the formal protest of the Roanoke Chamber of 
Commerce, filed August 31, 1951 and the statement of Mr. B. F. Moomaw, its 
executive director, made on the record at Roanoke, limited the objection of that 
protestant to the diversion feature of the original alternative proposal. As now 
amended, the application provides for the following project : 

The proposed project is known as the Glendale Springs Project. The 
scheme of development includes an earth and rock-fill dam on the South 
Fork of the New River approximately 2,000 feet or more upstream from 
North Carolina State Highway No. 16 bridge across South Fork, New 
River. This dam would be built with spillway crest elevation approximately 
2.870 U.S. G. S. datum or higher, but not to exceed elevation 2,960. 

A powerhouse would be placed downstream from the dam around a bend 
in the South Fork and this powerhouse would be fed from the reservoir 
through a 1,500-foot long tunnel approximately 16 feet in diameter. Water 
would be returned to the South Fork of the New River from the powerhouse 
at a point a very short distance downstream from the dam. A spillway 
would be constructed across the same ridge to return spillWay overflows 
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to the South Fork of the New River at a point near the powerhouse, but 
not to interfere with the powerhouse operation. 

The hydroelectric powerhouse would have an installed capacity of 16,500 
Kva with 0.8 power factor. The reservoir created by a dam at spillway 
crest elevation 2,870 is estimated to contain 575,000 acre-feet of gross stor- 
age. With a 40 foot drawdown, 200,000 acre-feet of storage would be usable 
for hydroelectric energy. The installation is proposed at approximately 
0.4 load factor. 

The non-diversion project which is shown on the drawings submitted as part 
of the original application, is to be located entirely in Ashe County, N. C. 

Washington Mills’ motion to strike-—On November 29, 1951, at the Roanoke 
hearing session, Washington Mills Co., owner and operator of a dam and power- 
house in the New River at Fries, Grayson County, Va., downstream from the 
proposed project dam of the applicant herein, filed a combined petition to inter- 
vene and motion to dismiss the application in this proceeding. In the motion 
Washington Mills alleges (1) that at the point of the proposed construction the 
New River is not a navigable stream, and (2) that the Commission has no 
jurisdiction under the Federal Power Act to authorize the diversion of a water 
course from its natural flow and watershed. 

Subsequent to the hearing sessions and to the filing by the applicant of its 
petition to amend, Washington Mills (on January 9, 1952) asked leave to with- 
draw its petition and motion. On January 30, the Secretary of the Commission 
advised Washington Mills that the request to withdraw its said petition and 
motion was accepted as a notice of withdrawal, without prejudice. It there- 
fore becomes unnecessary here to pass upon the questions raised by said petition 
and motion. 


Nature of opposition to project.—The opposition to the applicant’s project, 


evidenced by letters and by statements made at the two hearing sessions at 
West Jefferson, N. C., and Roanoke, Va., was, as a matter of fact, limited to the 
proposed diversion of water from the watershed of the New River to that of the 
Reddies River. It is true that a representative of the two power companies (the 
Kanawha Valley Power Co. and the Appalachian Electric Power Co.) did indi- 
eate that, if the project were amended to eliminate the inter-watershed diversion, 
the said power companies might want to ask for an opportunity to present evi- 
dence on other points. However, subsequent to the amendment eliminating such 
watershed diversion, no further request for hearing has been received from and 
no further opposition has been evidenced by the two power companies. It is 
apparent, therefore, that they do not desire to be heard further at this stage 
(preliminary permit) of development of the proposed Glendale Springs Project. 

Brief and contentions.—The applicant filed a brief on January 2, 1952, in 
which it explained its abandonment of the proposed diversion alternative as 
shown in the original application, and asked that it be granted a preliminary 
permit to protect it in the making of its further studies of the non-diversionary 
project, as now covered by the amended application. None of the interveners or 
formal protestants took the trouble to file any reply to the brief of the applicant. 
This failure to reply to the applicant’s brief is indicative of the lack of any 
opposition to the proposal now under consideration. 

Present proposal.—The project as now proposed contains no unusual or con- 
troversial features, and merely proposes utilization, at site, of the waters of the 
South Fork of the New River. Such waters would, after use for generation of 
power at Glendale Springs, be returned to the river for use in other plants, 
presently constructed or to be constructed hereafter, at points downstream on 
the New and Kanawha Rivers. 
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Applicant has asked for a preliminary permit for a 12-month period for its 
Glendale Springs Project. As previously stated, the project now contains no 
unusual features. In the case of a preliminary permit, since the exact form 
and size of the proposed project have not been determined, it is only necessary 
that navigable waters may be affected. The very nature of the opposition, as well 
as the filing of the application, assumes such a possible effect and the possibility 
of such effect appears further from a comparison of flows at the nearest gaging 
station (in evidence) with uncontroverted statements, in the record, of flows 
at points in the lower New River and the Kanawha River. 

The applicant is a North Carolina corporation which has been distributing 
electric energy in parts of western North Carolina for the past thirteen years. 
It is a qualified applicant for a preliminary permit under the Federal Power Act. 
At the present time, it owns and operates one small hydro-electric generating 
plant of 175 kilowatts capacity at Sharpe's Falls on the North Fork of New 
River. In the year 1950, more than 95 per cent of its requirements were supplied 
by electric energy generated by others. It now seeks to study the possibility 
of obtaining a more satisfactory source of power for its consumers through the 
construction and operation of additional hydro-electric generating facilities. The 
purpose of a preliminary permit is merely to enable an applicant to proceed with 
engineering studies to determine the feasibility and desirability of a project, 
with reasonable security from the pirating of its ideas or proposed site by some 
rival developer of power or other user of the said site. It therefore appears 
that the public interest now requires the granting of the desired preliminary 
permit to Blue Ridge Electric Membership Corp. for the purpose of pursuing 
preliminary studies for a proposed hydroelectric development (Project No. 2087) 
to be known as the Glendale Springs Project, for a period of 12 months, as 
requested in the application of said corporation, as presently amended. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence and the record herein, as well as the con 
tentions and briefs of the parties and other participants, it is hereby found and 
concluded that: 

Application was filed June 6, 1951, as amended December 11, 1951, by Blue 
Ridge Electric Membership Corp. of Lenoir, N. C., for a preliminary permit 
under the Federal Power Act (hereinafter referred to as the act) for a proposed 
Project No. 2087, known as the Glendale Springs Project, to be located on the 
New River in Ashe County, N. C. As described in the application, the proposed 
project would consist of an earth and rock-fill dam on the South Fork of the 
New River approximately 2,000 ft. or more upstream from the North Carolina 
State Highway No. 16 bridge, creating a reservoir containing 575,000 acre-feet 
of gross storage, of which 200,000 acre-feet would be usable for hydroelectric 
energy, with a 40-foot drawdown. A power house would be placed downstream 
from the dam around a bend in the South Fork, and would be fed from the reser- 
voir through a 16-foot diameter tunnel approximately 1,500 feet long. The power 
house, as proposed, would have an installed capacity of 13,200 kilowatts. The 
power generated at the proposed project would be disposed of through the 
present distribution system of the applicant to meet growing demands of cen- 
sumers, largely rural, in the general area in western North Carolina 

The Chief of Engineers, Department of the Army, and the Acting Assistant 
Secretary of the Interior have reported on the application. Numerous individuals, 
chambers of commerce, railroads and others, in the vicinity of the proposed proj- 
ect or downstream in the valleys of the New and Kanawha Rivers, who pro- 
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tested or expressed concern over possible downstream effects, particularly of the 
“diversion project” as originally proposed, indicated that their opposition was 
primarily to any possible diversion of water from the watershed of the New 
River to another watershed, and there now appearing to be no serious opposition 
to the proposal of the applicant, as presently amended, it is further found: 

(1) Applicant is a corporation organized and doing business in the State of 
North Carolina. 

(2) Public notice of the application has been given as required by the uct. 
No conflicting application is before the Commission. 

(5) A project constructed at the proposed site may affect navigable waters of 
the United States. 

(4) The project does not appear to affect any Government dam, and no reason 
is apparent at this time for development by the United States, 


ORDER 


Wherefore, subject to review by the Commission on appeal or upon its own 
motion, as provided in its rules of practice and procedure, it is ordered: 

(A) This preliminary permit is issued to Blue Ridge Electric Membership 
Corp. (hereinafter referred to as the permittee) for a period of one year, effective 
as of the first day of the month in which the acceptance hereof is filed with the 
Commission, for the sole purpose of maintaining priority of application for 
license for proposed Project No. 2087 in Ashe County, N. C., affecting navigable 
waters of the United States, subject to the terms and conditions of the Act, 
which is hereby incorporated by reference as part of this permit and subject 
to such rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This permit shall be subject also to the following terms and conditions: 

Article 1. The permittee shall make such engineering and other investiga- 
tions, secure such data, and perform such acts as are necessary in order to sub- 
mit to the Commission as part of its application for license such maps, plans, 
specifications, estimate of cost, and other information for a full understanding 
of the proposed project as is required by the Commission's rules and regulations ; 
and shall supply for the use of the Commission copies of engineering and geologic 
reports and results of tests and analyses, and any other information secured 
in connection with such investigations, examinations, and surveys when and 
as they are submitted to or completed by the permittee. In carrying out the re- 
quirements of this article the permittee shall : 

A. Install as soon as practicable and thereafter maintain such stream gages 
and stream-gaging stations as the District Engineer of the United States Geologi- 
cal Survey having charge of stream-gaging operations in the region shall de- 
termine necessary and best adapted for the purpose of determining the stage 
and flow of the stream or streams from which water will be diverted, and shall 
provide for required readings of such gages and for the adequate rating of such 
stream-gaging stations. The exact location, design, and time of installation of 
gages and stations, the ratings of such stations, and the determination of the 
flow thereat shall be made under the supervision of or in cooperation with the 
District Engineer of the Geological Survey having charge of stream-gaging oper 
ations in the region of said project; and the permittee shall advance the said 
Geological Survey the amount of funds estimated to be necessary for such co- 
operation and supervision for such periods as may be mutually agreed upon, The 
permittee shall keep accurate and sufficient record of the foregoing determina- 
tions to the satisfaction of the Commission, shall make return of such records 
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at the time of filing application for license and at such other times as the Com- 
mission may require, and in such form as the Commission may prescribe. 

B. Sink such tests pits or make such borings or other foundation explorations 
and make such geologic studies and tests on foundations and fill material as 
will make available sufficient information relating to character of foundations 
and materials for the project structures to permit the designing of the struc- 
tures in accordance with good engineering practice and the checking of their 
safety, adequacy, and desirability in the development of the resources involved. 

C. Begin the required investigations within sixty days after acceptance of 
the permit, and thereafter prosecute such investigations in such manner and at 
such rate as in the judgment of the Commission will insure the completion of 
all necessary investigations within the period of the permit. 

irticle 2. A license will be issued for the proposed project only if in the judg 
ment of the Commission said project will be best adapted to a comprehensive plan 
for the improvement and utilization of the site for purposes of navigation, of 
water-power development, and for other beneficial public uses, including recrea- 
tional purposes. In reaching a decision thereon, the Commission will consider, 
among other things: 

A. Whether the maps, plans, and specifications are such : 

(1) That full, practicable utilization will be made of the water, storage possi- 
bilities, and the head at the site to be developed ; 

(2) That the structures will be safe and in accordance with good engineering 
practice ; and 

(3) That all unnecessary energy losses, whether in hydraulic works or in 
mechanical or electrical equipment, will be avoided. 

B. Whether in relation to existing or probable future projects upon the same 
or adjacent streams, the fullest practicable utilization of the water, storage 
possibilities, and head available will be made possible. 

C. Whether said project will be in general accord with the most beneficial 
utilization of the water for navigation, water power, irrigation, or other beneficial 
public uses, and for aiding flood control, reclamation, and similar developments 

D. Whether proper provision is made for present or future electrical inter- 
connection with other projects or systems in order to take advantage of diversity 
of stream-flow and of power demands. 

E. Whether the use to which the power will be devoted is, in general, in accord 
with the needs of the community and of the public welfare. 

F. Whether the applicant is financially able to carry out the development. 

G. Whether the construction, maintenance, and operation of the proposed 
project works will interfere or be inconsistent with the purpose for which any 
reservation of lands of the United States was created or acquired. 

Article 3. The priority granted under the permit will be lost if the permittee 
fails to fulfill the requirements of the permit, if the permit is cancelled by order 
of the Commission, or if in course of consideration by the Commission of said 
application for license, the permittee shall not on or before the date of expira- 
tion of the permit, or such later date as may be fixed by the Commission: 

A. File data required by the Commission in addition to that contained in or 
furnished with said application ; or 

B. Present satisfactory evidence of ability to carry out the plan as set forth 
in said application, or as required to be modified by the Commission ; or 

C. Accept the conditions of the proposed license ; or 

D. Modify the plans as may be required by the Commission if the project 
adopted as disclosed in said plans is not such as in the judgment of the Commis 
sion, based upon the consideration set forth in Article 2 hereof, will be best adapted 
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to a comprehensive plan for the improvement and utilization of the site for the 
purposes of navigation, of water-power development, and for other beneficial 
public uses, including recreational purposes. 

Article 4. The permittee shall keep accurate and dependable records of all 
expenditures made for the purposes authorized by the permit, together with all 
vouchers and other supporting data relating to such expenditures, which records 
shall be retained by the permittee. 

Article 5. If license is issued for said proposed project it shall be subject to 
the pertinent provisions of the act, to the rules and regulations of the Commis- 
sion in effect at the time of issuance, and may contain such special conditions 
and requirements not inconsistent with the act as the Commission may require. 

Article 6. The permit confers no authority upon the permittee to undertake 
construction of the project, or any part thereof, or to occupy or use lands or other 
property of the United States for the purposes of construction unless specific 
permission is given by the Commission for such occupancy or use; and neither 
the granting of such authority nor the performance of construction work whether 
with or without such authority shall be deemed to have created any equities or 
to have established any rights with respect to issuance of license, beyond what 
would have been created or established had such authority not been given or such 
work not been performed. 

Article 7. In order to maintain the priority of application granted by the 
permit, the permittee shall on or before the expiration date of the permit file 
with the Commission or its designated agent, in conformity with the Commis- 
sion’s rules and regulations then in effect, an application for license for the 
proposed project. 

Article 8. The permit is not transferable and may be canceled by order of 
the Commission upon failure of the permittee in good faith to begin or diligently 
to prosecute the investigations, examinations, and surveys contemplated under 
the permit, or to comply with any other conditions therein, or for any other good 
cause shown after notice and opportunity for hearing. 

Article 9. The permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Regional Engineer of the Commis- 
sion having supervision over the project, or to such other officer as the Com- 
mission may designate, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing period. 

(C) This order shall become final thirty (30) days from the date when it be 
comes the act of the Commission unless application for rehearing shall be filed as 
provided by section 318 (a) of the act, and failure to file such an application 
shall constitute acceptance of this permit. In acknowledgment of the accept- 
ance of this permit, it shall be signed for the permittee and returned to the Com- 
mission within sixty (60) days from the date when this order becomes the act 
of the Commission. 


Filed: April 7, 1952. Issued: April 8, 1952. 
GLEN R. Law, 
Presiding Examiner. 





In THE MATTER OF 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION 
Application for Certificate of Public Convenience and Necessity 
Docket No. G-1783 
Filed April 17, 1952; Issued April 17, 1952 * 
Syllabus 


1. Certificate issued to Transcontinental Gas Pipe Line Corp., authorizing con- 
struction and operation of sales meter station for delivery of “valley” 
gas to be used as boiler fuel on findings that applicant has gas available 
on an interruptible basis in, and reserved by Commission order to, the 
southern area of its system, and that gas delivered through such proposed 
facility will yield needed additional revenue without any substantial in- 
crease in operating cost. P. 613. 

2. Applicant should not be subjected to pecuniary loss merely because it cannot 
dispose of its reserved gas either on a firm basis for resale or on an in- 
terruptible basis for uses superior to boiler fuel. P. 613. 


Christopher T. Boland, Richard J. Connor, William D. Melton, 


and James B. Henderson for Transcontinental Gas Pipe Line Corp. 
William L. Brunner for staff of the Federal Power Commission. 


FARRINGTON, Presiding Examiner: This proceeding is upon an application for 
authorization to construct natural gas facilities pursuant to section 7 of the 
Natural Gas Act. Pursuant to an order of the Commission, a public hearing 
thereon was begun before the undersigned examiner on November 7, and con- 
cluded November 26, 1951. Final briefs were filed January 11, 1952. 

Transcontinental Gas Pipe Line Corp. (applicant) has been determined to be 
and is a natural-gas company within the purview of the Natural Gas Act.’ 
As such it owns and operates a pipeline for the transportation, and the sale for 
resale, of natural gas from gas fields in the Gulf Coast area of Texas and Louisi- 
ana to various points of delivery en route to New York City. 

Applicant now seeks authorization, by application filed pursuant to section 7 
of the act, to construct and operate one sales meter station, together with 
appurtenant equipment, to enable applicant to deliver natural gas to Duke 
Power Co. (Duke) for use as boiler fuel in Duke’s Lee Electric Generating Plant. 

Such delivery is to be on a wholly interruptible basis and is not to exceed 
30,000 M. c. f. per day. Delivery of the gas is to be at the point, between appli- 
cant’s compressor stations Nos. 13 and 14, where applicant’s main pipeline 
near Anderson, 8S. C., will connect with a 6-inch lateral pipeline about 114 miles 
in length, which is to be constructed by Duke and extending to the Lee Plant. 


*Initial decision and order modified and adopted as so modified by order of the Com- 
mission issued June 25, 1952, infra, page 615. 
1F. P. C. opinions, 7 F. P. C. 24, 9 F. P. C. 32, 271. 
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Under the terms of the agreement presently to be mentioned, such lateral line 
is required to be of a design and capacity to permit delivery by applicant of the 
daily maximum quantity of gas proposed to be delivered. The sales meter sta- 
tion, however, authorization to construct which is the subject of applicant’s 
application, will be upon Duke’s property, adjacent to the Lee Plant, near Wil- 
liamston, S. C. 

The proposed price of gas to Duke is 26% cents per M. c. f., in conformity 
with a written agreement which the parties executed on July 31, 1951, for a 
term of 20 years; subject, however, to the right of either party to terminate 
such agreement at the end of the 5th year of service, or at the end of any year 
of service thereafter, by the giving of written notice at least one year prior 
to the date of proposed termination. 

The estimated total cost to applicant of the sales meter station and appurte- 
nant equipment proposed to be constructed is $20,430 and will be defrayed from 
applicant’s funds on hand. From the evidence it appears that such amount is 
reasonable. 
THE ISSUE 


The single issue presented is whether the proposed natural gas service, on an 
interruptible basis, for use as boiler fuel, and the construction by applicant of 
the sales meter and appurtenant facilities to render such service, are required 
by present or future public convenience and necessity. 


FACTS IN EVIDENCE 


The gas that applicant proposes to deliver is what it terms “valley gas” which 
it can make available to Duke Power Co. only on an interruptible basis. Such 
gas cannot otherwise be sold it is said for reasons presently to be stated. 

The design and delivery capacity of the Transcontinental pipeline system has 
been considered quite extensively by the Commission in the several opinions 
cited above. 

Applicant’s position here is that its transmission system was conceived, de- 
signed and constructed upon the economic necessity of operating the system on 
a high load factor basis, because of the vast distances between its supply source 
and the markets to be served. The pipeline was designed to deliver 505,000 
M. c. f.2 of gas per day through its northernmost compressor station #20, in the 
vicinity of New York City. Of such total delivery capacity of 505,000 M. ec. f., 
applicant was directed by the Commission to deliver to various customers in the 
southern area of the system approximately 21,000 M. ec. f. per day south of com- 
pressor station #17, which station is in the vicinity of Appomattox, Va. 

Subsequently, in docket No. G-1411, applicant was authorized to install addi- 
tional horsepower capacity in twelve existing compressor stations south of #16 
so as to increase its daily delivery capacity south of station #16 by 50,000 M. c. f. 
per day in the second year of operation, and thereby be enabled to have delivery 
capacity available for anticipated load growths in the southern area of the system. 
The Commission’s order * authorizing such additional delivery capacity provided 
that 50,000 M. c. f. per day should be reserved for the purpose of enabling the com- 
pany to deliver volumes of natural gas then and thereafter ordered to be delivered 
in the southern area. It is of significance to note that such order also prohibited 
applicant from transporting or selling gas to or for any customer, other than 
those theretofore or therein authorized, without prior order of the Commission. 








2 Opinion 9 F. P. C. 32. 
3 Issued January 19, 1951, 10 F. P. C. 522. 
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The result is that the pipeline system now has a daily capacity south of station 
No. 16 of 555,000 M. c. f., and north of that station of 505,000 M. c. f. It has 
been applicant’s expectation and belief that all of the 505,000 M. c. f. delivery 
capacity would be utilized for sales in the Philadelphia, New Jersey, New York 
and New England markets, but such expectations have not been realized. 

Applicant’s chief engineer now testifies that at the time the system delivery 
capacity was increased by 50,000 M. ec. f. south of station No. 16, it was then 
realized that a low load factor problem would be encountered in rendering 
service in the southern area. He stated further that inasmuch as Transconti- 
nental was the only natural gas system available for service in that area, the 
company recognized its responsibility to serve customers along that portion of 
the pipeline route. 

Cause of “bottleneck”.—The increased daily delivery capacity south of station 
#16 has developed what applicant’s engineer terms a “bottleneck”, in that no 
part of the additional 50,000 M. c. f. per day can be transported north of station 
#16. As previously noted, all of the additional horsepower capacity authorized 
in docket No. G—1411 is to be installed in stations south of #16, and since no 
part of the increased delivery capacity of 50,000 M. c. f. was intended to be used 
north of station #16, no additional horsepower capacity was requested or pro- 
vided for in that station. 

Not all of the compressor stations south of station #16 are as yet fully 
powered with the additional horsepower capacity authorized in docket No. 
G-1411. Only stations #2 and #11 are fully completed, but work on the remain- 
ing stations is in progress and is expected to be completed by July 1952. Station 
#10 is one of three centrifugal compressor stations and can take the overload, 
but station #16 is a reciprocating compressor station and will not stand a greater 
overload than is proposed. 

For the purpose of showing what would happen if applicant sought to move 
north of station #16 any part of the 50,000 M. c. f. reserved for the southern end 
of the line by Commission order in docket No. G—1411, applicant’s engineer pre- 
sented a design flow chart which he based on assumed operations on any summer 
day after July 1952 for the delivery of 505,000 M. c. f. per day north of station 
#16 and 50,000 M. ec. f. per day south of station #16. The assumption made, 
based on experience thus far, was that the volumes taken south of station #16 
are 53 percent of the allocated maximum demand of the communities south of 
station #16. It was further testified that any other assumption might have 
been made without creating a difference, since the basic purpose was to show 
what would happen if any of the 50,000 M. c. f. were sought to be transported 
beyond station #16. 

The evidence further shows that as long as the volumes delivered to commu- 
nities south of station #16 are unchanged, the flow conditions are essentially 
unchanged, regardless of whether 30,000 M. c. f. per day is delivered to Duke's 
Lee Plant, or no gas at all is delivered there. In this situation it is said that 
although the authorized system delivery capacity is 555,000 M. c. f. per day, 
the maximum delivery capacity north of station #16 is 505,000 M. c. f. per day, 
even in the summertime, and that so long as the gas proposed to be delivered to 
the Lee Plant is kept within the limit of gas that cannot be delivered north of 
station #16, the system load factor will not exceed 95 percent by reason of the 
delivery to Duke. If, however, a greater volume of gas were to be delivered to 
Duke than is proposed (30,000 M. c. f. daily), applicant would of necessity deliver 
less off peak gas in the northern end of the system, north of station #16. 

The only remedy for this bottleneck condition, according to applicant’s engi- 
neer, and his testimony is uncontradicted, is the installation in- station #16 
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of at least one, and perhaps two additional 1600 horsepower units, depending 
on the volume of gas to be moved through that station. If the daily volume 
of gas, over and above the 505,000 M. c. f., to be moved through station #16 
were to be transported through to the New York area, then installation of addi- 
tional horsepower units would be necessary in stations #17, #18, #19 and 
probably #20, if, for example, the gas were to go to either Consolidated Edison 
or the Northeastern Gas Transmission Company.’ 

If the 50,000 M. c. f. per day were to be put through to New York, the cost 
of such additional horsepower units in stations #16 to #20 was estimated to 
be from $1,600,000 to $2,000,000. In this connection, it was developed that in 
stations north of #17, for example station #18, there is installed greater horse- 
power capacity than that shown to be presently required, but this was explained 
by the fact that applicant is now making deliveries north of station #17 con- 
siderably less than 505,000 M. c. f. per day, and the stations are designed to 
handle 505,000 M. c. f. per day. 

“Valley” gas available—It appears, therefore, that applicant has a large 
daily volume of gas available, on an interruptible basis, from the 50,000 M. c. f. 
delivery capacity south of station #16 heretofore reserved for the southern area 
of its system, which it is presently unable to dispose of on a firm basis. Duke 
Power Co. is the only potential customer located in that area of its system that 
can and will take such volume on very short notice and for a limited but in- 
definite period of time. Applicant proposes such delivery to Duke as a means 
of obtaining much needed additional revenue and without any substantial addi- 
tional operating cost to applicant. 

What the applicant now proposes to deliver to Duke Power Co. is the avail- 
able “valley” or interruptible gas resulting from operations south of either sta- 
tion #17 or station #16. 

The volumes of valley gas said to be available south of station #16 is the 
quantity of gas that represents the difference between the firm requirements of 
customers south of station #16 and the operation of the system at 95 percent 
load factor. 

In addition to such volumes, and due to the allocations made by the Com- 
mission in docket No. G-1277° of approximately 21,000 M. ¢. f. per day of peak 
day delivery capacity south of station #17 (which was prior to authorization 
of the 50,000 M. ec. f. additional delivery capacity made in docket No. G—1411), 
there results additional estimated volumes of valley gas that could be made 
available for delivery to Duke. Such volumes represent the difference between 
the firm requirements of customers south of station #17 and the operation of the 
system at 95 percent load factor. These estimated volumes are: 


South of Station #16 South of Station #17 
Pe snc cnd ede aengtaion 5, 529, 000 M. c. f. 10, 146, 000 M. ec. f. 
2nd year 3, 000, 000 M. c. f. 6, 660, 000 M. c. f. 
srd year 2,520,000 M. c. f. 5, 640, 000 M. ec. 
4th year ---. 2, 520,000 M. c. f. 5, 640, 000 M. ¢. 
a Selina tm snes asiiled 2, 520, 000 M. c. f. 5, 640, 000 M. ec. 


The foregoing volumes were estimated after allowing for current off peak 
sales to Owens-Corning Glass Co.° and to a presently proposed off peak sale to 
Laurens Glass Works.’ 


* Applicant is currently seeking a reallocation of gas originally committed to North 
eastern. See docket No. G—1277, re-opened. 

5 Opinion, 9 F. P. C. 32. 

® At 35 cents per M. c. f. on daily take of 2.5 million cubic feet to 4 million cubic feet. 

7 Docket No. G—-1782, Intermediate Decision filed March 20, 1952, 11 F. P. C. 590. 
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Load factors.—The evidence shows that the load factor of the firm customers 
on the system south of station #17, for the third year and thereafter, is estimated 
to be about 6244 percent. Such a load factor indicates that some valley or inter- 
ruptible gas is available from the allocation of a firm daily volume of 71,000 
M. c. f. 

Exclusive of the proposed delivery to Duke, the load factor as related to the 
firm deliveries of gas south of station #16 is estimated to be an average of 
only 50 percent during the months of March through November through the 
fifth year. 

Applicant’s proposal to make available to Duke’s Lee Plant the volumes of 
interruptible gas south of station #17 would increase its system load factor 
to slightly over 95 percent, while the disposal of interruptible gas south of 
station #16 only would increase the system load factor to slightly less than 95 
percent. 

Potential revenue.—The revenue applicant would receive from the proposed 
delivery of valley gas to Duke south of station #16 approximates $4,263,585 for the 
first five years, whereas such revenue would approximate $8,937,390 if applicant 
were to deliver to Duke the volumes of gas indicated as available south of sta- 
tion #17. 

Lack of customers.—Applicant has not attempted to dispose of the valley or 
interruptible gas here considered to others than Duke for purposes other than 
boiler fuel uses because it is said applicant does not have a history of the service 
to all customer companies and because it could only approximate the volume 
of valley gas for disposal. In addition, it did not seek to sell to others because 
it was primarily only the volume of gas involved in the bottleneck at station 
#16, and no attractive offer could be made to industry that would use the gas 
for a more superior use and take it on an interruptible basis. And finally, ap- 
plicant claims that the Duke Company is the only prospective customer in the 
area that can, on short notice, take gas in the volumes and under the interruptible 
conditions proposed. 

Duke Power plants—The Duke Power Co. operates 8 steam and 32 hydro- 
electric generating plants in the Piedmont section of North and South Carolina, 
which with its transmission lines place a 260-mile belt about 100 miles wide, 
from the Virginia border to the Georgia border, around this principal industrial 
area of those two States. Duke also purchases some electric power. Some of 
the larger cities served by the Duke system are Charlotte, Winston-Salem, Greens- 
boro, Durham, Concord, Kannapolis, Gastonia, High Point and Burlington in 
North Carolina, and Spartanburg, Greenville, Anderson and Lancaster in South 
Carolina. 

As of the end of the year 1950, the company had a total of 618,967 customers 
served by its system, of which 550,459 were residential customers, the remainder 
being commercial lighting customers and large industrial power and textile 
customers, some miscellaneous customers and 68 resale customers. The latter 
groups include 33 municipal distribution systems, serving some 94,000 customers ; 
29 R. E. A. cooperatives that supply an estimated 68,000 customers ; and 6 private 
utilities. Of the total electric energy sold by Duke, the residential group con- 
sumes about 17 percent, the commercial lighting group about 7 percent, the 
resale customers 10 percent, the industrial power and textiles group about 53 
percent, and the balance to miscellaneous customers. Duke's system load has 
grown considerably in the past five years. In 1946 the output was 4,296 million 
kilowatt hours, in 1950 it was 7,290 million kilowatt hours and in 1951 it was 
8,350 million kilowatt hours. In the two years last named, of the total system 
load, steam generated power was 79 percent and 82 percent, respettively. 
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The Lee Plant is Duke’s most recently completed steam plant and is on the 
Saluda River, near Williamston, in Anderson County, 8. C., and about 22 miles 
below Greenville, S. C., the first two units having been placed in commercial oper- 
ation during the first half of 1951. It is the most modern designed power station, 
known as the re-heat type, with two boilers and two turbines, the first of this 
type thus far placed in operation in the South. It is by far the most efficient of 
Duke’s steam stations, with a rated capacity of 90,000 kilowatts and a capability 
of 110,000 kilowatts per unit. The two units of this plant are capable of oper- 
ating continuously at 220,000 kilowatts capacity. Thus far, coal is the fuel 
used at the Lee Plant. While the station is primarily designed to burn pulver- 
ized coal, with oil for ignition purposes, provision is made in the design for 
burning gas, if available, and the only required modification in the fuel burning 
equipment, if gas is to be used, will be to equip the powdered coal burners to 
burn gas by putting the burner tips in and probably some additional valves. 
Such installations are estimated to cost upwards of $2,000 per boiler. 

The company’s system expansion program calls for new installations in 1952, 
1953 and 1954. In the River Bend steam station, two new units, each with a 
capability of 110,000 kilowatts will be put into commercial operation in May 
and July 1952. In 1953, the Buck steam station with two new units, each with a 
capability of 135,000 kilowatts, are scheduled to be put into commercial opera- 
tion in March and April of that year. Additional units, each with a capability 
of 140,000 kilowatts, will be installed at River Bend station, and are scheduled 
for commercial operation in March and April 1954. This expansion program will 
provide a total system steam capability of 1,805,000 kilowatts. 

Coal is the fuel used at the other steam plants, with an annual tonnage con- 
sumed from 1946 through 1950 as follows: 1,286,000 tons in 1946; 1,860,800 tons 
in 1947; 1,983,600 tons in 1948 ; 1,683,800 tons in 1949; and 2,746,000 tons in 1950. 
And the estimated coal consumption for 1951 is 3,190,000 tons and for 1954 it is 
3,980,000 tons. 

There is evidence that Duke’s coal stockpile became seriously depleted at 
various intervals in 1949 because of coal miners’ strikes, or strikes on the rail- 
roads which resulted in marked shortages of freight cars. Notwithstanding such 
potential threats to continuous plant operation, the Duke system was not shut 
down because of a shortage of coal. 

Duke’s fuel costs.—The cost of coal in 1951 was $7.75 per ton. The Duke 
Company’s desire to obtain natural gas for its Lee Plant is motivated entirely by 
the fact that there would be a greater economy in operation of that plant. There 
will be an immediate saving to Duke in the cost of fuel and there is also a poten- 
tial advantage in having a competitive fuel available, as well as some assurance 
of uninterrupted plant operations because of coal shortages, due either to strikes 
of the coal miners or of the railroad operators. 

By using the proposed annual volume of 5,529,000 M. c. f. of natural gas at the 
Lee Plant, Duke would use approximately 204,000 tons less coal at that plant in 
the first year. But for the entire system, Duke’s coal purchases would never- 
theless still be 36,000 tons greater in the first year by using the proposed volume 
of gas at the Lee Plant. At the time of the hearing, the fuel requirements at the 
Lee Plant were the equivalent of 53,000 M. ¢c. f. of gas per day, from which fact 
the company engineer concluded that the Lee Plant would consume daily sub- 
stantially more than the proposed daily delivery of 30,000 M. ec. f. 

In estimating the saving in fuel costs to it for the first five years by using gas, 
Duke used the volumes of valley gas estimated as available south of station #16. 
The staff has calculated the savings to Duke for the same period from the use 
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~ gas available south of station #17 by using the average saving in cents per 

. f. of gas available south of station #16, found by dividing the total savings 
> pe total quantities of gas proposed to be used, and then multiplying the quan- 
tities available south of station #17 by such average saving per M. c. f 


South of Station #16 South of Station #17 


|Gas available; Savings {Gas available| Savings 
} 


| M. ¢. f. M.c. f. 

} 5, 529,000 | $103, 000 10, 146,000 | $197, 35 
66, 000 6, 660, 000 129, 

3rd year 520, 000 48, OOO 5, 640, 000 109, 7 


Ist year... 
4th year a a ‘ dati us ao én 2 5: 20, OOO 0 | 48, O00 5, 640, 000 | 109, 705 


2nd year... St ae , 3. 000, 000 
3 


5th year : a f 2 2, 520, 000 48, 000 5, 640, 000 | 109, 705 


}, OSY, OOO | $313, 000 33, 726, 000 $656, 012 


The evidence does not disclose that such monetary saving to Duke in the op- 
eration of the Lee Station will be passed on directly to its customers. It is, 
however, reasonable to assume that in the State regulation of utilities, all re 
ductions in the cost of operation eventually inure to the customer consumer. 

Cost of required lateral amortized in five years.—As hereinbefore noted, 
applicant’s sales meter station is to be installed on Duke’s property, but the 
Duke Company, under the sales agreement, is required to construct a 6-inch 
lateral pipeline between the Lee Plant and applicant’s main pipeline, the esti- 
mated cost of which is $106,000. The testimony shows that the pipe and other 
appurtenant facilities for this construction are presently available, although 
Duke has not yet received the necessary authorization to purchase the same. 

It is claimed that placing of the meter station on Duke’s property with that 
company’s acquiescence, is to obviate the need for applicant to maintain an at- 
tendant there continuously and to permit Duke’s operating personnel to turn the 
gas valve off and on. 

The provision in the agreement which allows either party to terminate the 
contract at the end of the first five years was inserted at Duke's request, be- 
cause within that period of time it plans to amortize its total capital outlay 
for the lateral pipeline and the gas burning and control equipment that must be 
installed in the Lee boilers. 

Coal, labor and railroad interveners.—The only opposition to granting the 
authorization here sought comes from the interveners for coal, labor and rail- 
road interests. 

While there is no challenge of the sufficiency of applicant’s gas supply, these 
interveners introduced evidence with respect to a claimed declining rate of in- 
crease in natural gas reserves because of a decline in the ratio of new discov- 
eries to production. Such evidence is of little probative value here in view of the 
Commission’s determination as recently as January 19, 1951, of applicant’s 
adequate gas supply.” That decision affirmed an examiner's factual finding that, 
on a pressure base of 16.7 pounds per square inch adjusted, it has deliverable gas 
reserves of 3.6 trillion cubic feet. Moreover, the main if not the sole issue is 
whether public convenience and necessity will be served by the authorization of 
the construction of the proposed facilities. 

The interveners apparently contend also that because applicant's gas purchase 
contracts With its suppliers provide for a minimum daily take of 417,000 M. ec. f., 


§ Docket No. G-1411, order issued January 19, 1951, 10 F. P. C. 522. 
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it should not take approximately 540,000 M. c. f.° daily to fill its pipeline capacity 
of 550,000 M. c. f2° and then, because of the “bottleneck”, sell 30,000 M. e. f, 
per day for boiler fuel. It is believed that this is a short sighted view of the 
necessities inherent in the actual operation of a pipeline system of the magnitude 
of applicant’s. 

The essence of the opposition of these interveners is that the use of natural 
gas for boiler fuel is per se injurious to the public interest. This contention 
will be considered further in discussing whether or not public convenience and 
necessity require granting the authorization here sought. 

Staff position.—Counsel for the staff contends that in all the circumstances 
revealed by this record, applicant should be authorized to construct and operate 
the facilities as herein proposed and should deliver natural gas to Duke in the 
volumes shown to be available south of station #16, citing, as support for such 
position, the Commission’s decision in United Gas Pipe Line Corp., 3 F. P. C. 
1070, Northern Natural Gas Co., 7 F. P. C. 296, and Transcontinental Gas Pipe 
Line Corp., Docket No. G-1277, 9 F. P. C. 32. 

While staff counsel’s brief does not elaborate on reasons for the conditions 
proposed to be inserted in any order granting the authorization sought,” they 
show foresight and will be adopted by the examiner. They are, moreover, accept- 
able to applicant.” 

Public convenience and necessity.—The salient question presented here is 
whether public convenience and necessity require the authorization sought. 
What constitutes public convenience and necessity is determinable only from 
the facts of each particular case. As this Commission and court decisions have 
indicated on frequent occasions, the phrase is not capable of precise and inelastic 
definition. 

The interveners argue that the facts developed here, and the Commission's 
determination upon similar facts In the Matter of Texas Gas Transmission Co., 
10 F. P. C. 391, are dispositive of the issue here, while the applicant asserts that 
the determination made in that opinion is not controlling here because of marked 
differences in the facts of the instant case. While staff counsel does not discuss 
that opinion, he maintains (Brief, p. 5) that the authorization here sought should 
be granted under the circumstances shown by the evidence, and that such view 
is consistent with the Commission’s action in similar situations, citing Jn the 
Matters of United Gas Pipe Line Co., 3 F. P. C. 1070, Northern Natural Gas Co., 
7 F. P. C. 296, and Transcontinental Gas Pipe Line Corp., 9 F. P. C. 32. 

The Northern Natural case was decided on an order without opinion, Put a 
careful reading of the factual data in the order persuades the examiner that 
that case is not applicable here. Neither is the action in Transcontinental, 
because no question of boiler fuel was involved save in the Commission’s action 
on the company’s initial proceeding to construct the pipeline system, in which 
it had proposed too great a load for boiler fuel use, and which the Commission 
found unsatisfactory with respect to economic feasibility. Now the applicant is 
currently operating its pipeline system and is unable to dispose of excess or 
“valley” gas save on an interruptible basis. 


The Texas Gas decision is also inapposite. There the company’s amended 
application sought authorization to construct and operate additional pipeline 
facilities as an integral part of its existing system so as to increase the designed 
daily delivery capacity to a total of approximately 990,312 M. ec. f., and to ex- 


® At 16.7 per square inch adjusted. 
10 At 14.7 per square inch adjusted. 
11 Brief, p. 12. 

12 Reply Brief, p. 4. 
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tend its facilities to new sources of supply. Through such new facilities it was 
proposed to supply additional volumes of natural gas to existing customers and 
to permit the initiation of service to new customers, including the sale of sub- 
stantial volumes of gas daily, for boiler fuel, to two new direct industrial cus- 
tomers on an interruptible basis, viz: to T. V. A. of 90,000 M. c. f. and to 
Mississippi Power & Light Co. of 60,000 M. c. f. The overall capital cost to 
Texas Gas for such new facilities was stated at upwards of $45,000,000, inclu- 
sive of a $37,000,000 bond issue. Moreover, a reading of the opinion, 10 F. P. C. 
391, shows that the proposed sale to T. V. A. was essential to the economic fea,i- 
bility of the project as proposed. So vital to the project was the sale to T. V. A. 
that Texas Gas gave notice that it would not accept a certificate unless that 
sale were approved. That was a far different set of circumstances from those 
shown by the instant record. 

More directly in point is the United Gas Pipe case. That company was 
authorized to expand its system pipelines, including the tapping of new supply 
sources, SO as to meet additional demands not only of existing customers, but very 
substantial requirements of two new industrial customers, one direct and the 
other through a distributor, for gas for boiler fuel. There also, the order was 
not accompanied by an opinion, nor does the order reflect the detailed facts in 
the record showing a very substantial volume of gas for the Alabama Power Co. 
for boiler fuel, which company had theretofore used Alabama mined coal. 

Is it then in the public interest to deny the authorization here sought? Is it 
desirable and in the public interest for a natural gas company, wholly subject to 
this Commission’s jurisdiction and regulation, to be prevented from delivering 
natural gas for boiler fuel uses on a “when available” basis when it appears, 
as the evidence here indicates, that the company is otherwise unable to dispose 
of such gas on a firm basis for resale or for uses regarded as superior to that of 
boiler fuel? 

It is beyond dispute on the evidence adduced here that applicant has a very 
substantial volume of “valley” gas in its pipeline system south of stations 716 
and #17 that is available for delivery, but solely on an interruptible basis. It 
is of primary concern not only to applicant and its stockholders, but also to its 
bond owners,” as well as the large public it is presently serving, that the 
applicant should not be subjected to pecuniary loss merely because it can- 
not dispose of its gas on a firm basis for resale or for uses believed to be superior 
to that here proposed. The proposed delivery to Duke Power Co. will not ad- 
versely affect any of applicant's existing customers. Indeed, it is in the public 
interest and to the advantage of all of applicant’s customers that the company 
should dispose of all available off-peak gas where, as here, its current operating 
costs will thereby yield additional revenue. 

In addition to the advantages to applicant and the public it serves, it clearly 
appears that an extensive electric power system serving thousands of consumers 
in the principle industry area of two States will also derive a saving in its cost 
of operations which should, and doubtless will, eventually inure to such customer 


public, since the Duke Company is subject to regulation by the regulatory agencies 
of these States. 


It is concluded that present public convenience and necessity require the con- 
struction and operation of the proposed facilities, but upon the conditions herein 
after stated. 


Among whom are life insurance companies whose many policy holders have an interest, 
remote though it may be. 
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FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument 
of counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that: 

(1) Transcontinental Gas Pipe Line Corp. (applicant), a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission, Jn the Matter of Transcontinental Gas Pipe Line Corp., Docket 
No. G—1277, 9 F. P. C. 32. 

(2) Applicant on August 31, 1951, filed an application for a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
for authorization to construct and operate a metering station together with 
appurtenant facilities adjacent to a steam electrie generating plant owned and 
operated by Duke Power Co. and located in the vicinity of the City of Williams- 
ton, in Anderson County, 8S. C. 

(3) Applicant entered into an agreement with Duke Power Co. under date of 
July 31, 1951 for the delivery of natural gas to that company for a period of 
twenty years, commencing with the date of the initial delivery of natural gas 
to said company, but subject to the right of either party thereto to terminate 
the same at the end of the first five years of operation thereunder. 

(4) Applicant proposes to deliver natural gas pursuant to said agreement 
through the above described facilities to Duke Power Co. on an interruptible 
basis for use by that company in its Lee generating plant near Williamston, S. C. 
Under the terms of such contract such deliveries are not to exceed 30,000 M. ec. f. 
of natural gas per day. 

(5) The facilities hereinbefore described are proposed to be used by applicant 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by appli- 
cant are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act, as amended. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(7) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas on an interruptible basis by appli- 
cant to Duke Power Co. in the volumes and under the conditions hereinafter set 


forth are required by present public convenience and necessity, and a certificate 
therefor should be issued. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Transcontinental Gas Pipe Line Corp., to con- 
struct and operate the facilities hereinbefore described, and more fully described 
in the application filed in this proceeding and the exhibits appended thereto, for 
the transportation and delivery of natural gas, subject to the jurisdiction of the 
Commission, upon the following terms and conditions: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis, and the gas so transported and 
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delivered shall be limited to the natural gas that is available as the difference 
between the applicant’s pipeline delivery capacity of 50,000 M. c. f. per day, which 
was specifically authorized by the Commission in docket No. G—1411, and the 
yolume of gas actually delivered under such authorization, but not in any event 
to exceed 30,000 M. c. f. in any one calendar day, and not more than the follow- 
ing total annual quantities : 

M. c. f. 


First year 
Second year-_- 
Third year__ 
Fourth year__-_-_- 
Fifth year_- 


(B) The applicant shall report to the Commission promptly in 


5, 529, 000 
3, 000, 000 
2, 520, 000 
2, 520, 000 


2, 520, 000 


writing, unde. 


oath, the date of the completion of the construction of the facilities herein author- 
ized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of five years from the date of the first delivery of natural gas to Duke 
Power Co. unless such period shall hereafter be extended by order of the 
Commission. 

(D) The service and delivery of natural gas through the facilities herein 
authorized is hereby made subordinate to: 

(1) The requirements of all of applicant’s customers purchasing natural gas 
for resale; 

(2) The requirements of all of applicant’s present customers purchasing nat- 
ural gas for their own use; 

(3) The requirements of other natural-gas companies interconnected with 
applicant’s pipeline system under either emergency or exchange agreements; 
provided however, that applicant shall not be required to curtail the service to 
be rendered through the facilities herein authorized in order to provide natural 
gas for interruptible service to customers of the natural-gas company requesting 
emergency or exchange deliveries of natural gas; 

(4) The requirements of such other customers as the Commission may here- 
after determine by order is necessary in the public interest. 

(E) Applicant is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to its authorized customers in Docket No. 
G-1411 and to the Duke Power Co. Such annual report shall be made not later 
than February first in each year, commencing in the year 1953. 

(Ff) This certificate is not transferable and shall be effective only so long as 
the applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Filed: April 17,1952. Issued: April 17, 1952. 

MARVIN FARRINGTON, 
Presiding Eraminer. 


Order modifying and affirming as modified the initial decision of the presiding 
examiner issuing a certificate of public convenience and necessity 


Transcontinental Gas Pipe Line Corp. 
Docket No. G-1783 
On April 16, 1952, the presiding examiner filed an initial decision in the above- 


entitled matter and certified the record of the proceeding to the Commission. 
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No exceptions to said initial decision were filed as provided by section 1.31 
of the Commission’s rules of practice and procedure. 

The presiding examiner, in his decision, found that the construction and op- 
eration of the facilities proposed herein for the transportation and delivery 
of natural gas on an interruptible basis by Transcontinental Gas Pipe Line Corp, 
to Duke Power Co. in the volumes and under certain conditions therein set forth 
are required by present public convenience and necessity. 

$y our order issued May 15, 1952, the Commission initiated a review of the 
decision of the presiding examiner in this proceeding. Generally, we concur 
in the result reached by the examiner. 

We are, however, aware of the growing demands by domestic consumers for 
natural gas, particularly during the winter heating season. On various oc- 
casions, we have issued emergency orders making natural gas available during 
such periods to domestic consumers in many states. 

In certificating Transcontinental’s initial project (docket No. G—704, 7 F. P.C€ 
24), we recognized the desirability of Transcontinental’s entering into storage ar- 
rangements for off-peak gas. In this proceeding, Transcontinental is seeking 
authorization to sell off-peak gas for use as boiler fuel to the Duke Power Co. 
solely on an interruptible basis, because—according to testimony of record— 
Duke Power Co. is the only potential customer located in the southern market 
area south of station 16° that can and will take the volumes of natural gas 
here proposed to be delivered to it on short notice and for a limited period. 

We conclude that, if the gas proposed to be delivered to Duke Power Co. for 
boiler fuel use can be made available for storage or for either present or future 
customers of Transcontinental for superior use, it is in the public interest that 
the authorization herein permitting the delivery of natural gas to Duke Power 
Co. be further and specifically conditioned so as to facilitate such storage as 
hereinafter ordered. 

Upon review of the entire record in this proceeding, including the initial deci- 
sion of the presiding examiner, the Commission finds: 

(1) The presiding examiner’s decision should be modified by adding a new 
subparagraph (D) (8) and renumbering subparagraphs (D) (3) and (D) (4). 

(2) The decision of the presiding examiner, as modified, should be adopted 
as the decision of the Commission as hereinafter ordered. 

The Commission orders: 

(A) The initial decision, herein filed April 16, 1952, be and the same is hereby 
modified by adding a new subparagraph (D) (3) reading as follows: 

“The requirements of companies purchasing, either directly or indirectly, 
natural gas from Transcontinental pursuant to specific authorization of 
this Commission granted on condition that such gas be placed in storage 
by the purchasers.” 

(B) The paragraphs presently designated as (ID) (3) and (D) (4) shall be 
renumbered as paragraphs (D) (4) and (D) (5). 

(C) The initial decision of the presiding examiner, as modified, shall become 
effective as the decision of the Commission as of the date of the issuance of this 
order. 

Adopted: June 24, 1952. Issued: June 25, 1952. 


1Station 16 is located in North Carolina just south of the Virginia-North Carolina 
state line. 
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IN THE MATTER OF 


GAFFNEY PIPE LINE COMPANY 


Application for Certificate of Public Convenience and Necessity 


Docket No. G-1719 
Filed April 17, 1952; Issued April 18, 1952 * 


Syllabus 


1. Certificate issued to Gaffney Pipe Line Co. authorizing construction and oper- 
ation of natural gas transmission facilities. P. 619. 

2. Examiner finds that certificate should be issued to applicant upon condition 
that rates and charges to its affiliate, South Carolina Gas Co., should not 
exceed the cost which would result if the proposed facilities were owned 
and operated by that company. P. 618. 


George T. Liddell for Gatiney Pipe Line Co. 
William L. Brunner and Robert W. Perdue for staff of the Federal 
Power Commission. 
JENSCH, Presiding Eraminer: Gaffney Pipe Line Co. (applicant) filed an appli- 
cation with the Federal Power Commission on June 18, 1951 for a certificate of 
of the Natural Gas Act 
for the construction and operation of approximately 1.33 miles of four and 
one-half inch natural-gas transmission pipe line from the existing pipe line facili- 


public convenience and necessity, pursuant to section 7 


ties owned and operated by Transcontinental Gas Pipe Line Corp. (Transconti- 
nental) near Gaffney, S. C., to u proposed town border station which applicant 
proposes to construct east of Gaffney where its proposed pipe line will connect 
with the existing distribution system of South Carolina Gas Company which 
operates in the city of Gaffney, 8. C. 

Applicant was granted temporary authorization to construct and operate the 
foregoing described facilities on July 31, 1951. 

In accordance with the order of the Federal Power Commission fixing the 
date of hearing, and after due notice thereof, a public hearing was held in this 
matter on February 18, 1952. By order of the Commission, the motion by appli- 
cant for an abridged hearing on its application was denied, and the applica- 
tion was presented with oral testimony as well as exhibit material, in regular 
fashion. 

South Carolina Gas Co., which is presently serving natural gas to the city 
of Gaffney, S. C., pursuant to the temporary authorization granted to the appli- 
cant on July 31, 1951, is an affiliate with the applicant. South Carolina Gas Co. 
Wis an intervener in the proceedings Jn the Matter of Transcontinental Gas 
Pipe Line Corp. in Docket No. G-1277, 9 F. P. C. 32, and pursuant to the 
request there made, the Federal Power Commission in its order in that proceed- 


*Initial decision and order became effective as final decision and order of the Commission 
on May 19, 1952. 
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ing made provision for natural-gas service for Gaffney, S. C. Subsequent 
thereto, and in May 1951, the applicant was incorporated for the purpose of 
constructing and transporting the gas from Trancontinental’s gas pipe line to 
the South Carolina Gas Co. 

The facilities, which applicant at the time of this hearing had constructed 
pursuant to the temporary authorization previously granted by the Commission, 
cost $28,557.01. In this proceeding applicant stated that the same management 
which operates South Carolina Gas Co. would operate the facilities owned by 
applicant. In spite of the separate nature of the company operating the distri- 
bution facilities and the separate nature of the company operating the transmis- 
sion facilities, applicant further testified that it was willing that a condition 
be added to any certificate to be issued by the Commission in this proceeding 
providing that the costs of operation of applicant would not be any greater than 
would be the costs if the South Carolina Gas Co., the distribution company, 
were to construct and operate the transmission facilities here described. Appli- 
cant also stated that the separate nature of the two companies would be main- 
tained so that the distribution company would not be subject to the jurisdiction of 
the Federal Power Commission. Applicant expressed approval of the Commission 
decision in Texas-Illinois Natural Gas Pipeline Co., Docket No. G-1246, 10 F. P. C. 
230. 

There was no objection taken, nor specific question raised concerning the 
reasonableness of either the construction costs or of the proposed operating ex- 
penses and it is concluded that adequate basis exists for both expenditures. 
Applicant submitted a proposed tariff which was intended to be effective for 
the operations proposed by applicant. 

At the conclusion of the hearing, the time of March 14, 1952 was fixed for 
the filing of briefs by both the staff and applicant. There was not any motion 
made for waiver of the intermediate decision procedure. Rather than briefs being 
filed, however, in this proceeding the staff has submitted proposed suggested 
findings and conclusions which applicant has agreed are satisfactory to ap- 
plicant. In view of the testimony of the applicant, the exhibits and other ma- 
terial submitted at this hearing, it is concluded that the suggested findings of 
the staff are reasonable and proper and are hereby adopted in this proceeding. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence in this proceeding, as well as the con- 
tentions and proposed findings and conclusions of counsel it is further found 
and concluded that: 

(1) On June 18, 1951, Gaffney Pipe Line Co. (applicant) filed an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act authorizing the construction and operation of approxi- 
mately 1.33 miles of 44% inch O. D. natural-gas transmission pipe line, from 
Transcontinental Gas Vipe Line Corp.’s existing transmission pipe line at 
a point southeast of Gaffney, S. C., to a proposed town-border station which 
applicant proposes to construct east of Gaffney, where its proposed pipe line 
will connect with the existing distribution system of the South Carolina Gas 
Co., now serving the city of Gaffney, S. C. 

(2) South Carolina Gas Co. is an affiliate of the Gaffney Pipe Line Co. The 
former company, Jn the Matter of Transcontinental Gas Pipe Line Corp., 
Docket No. G-1277, 9 F. P. C. 32, obtained an allocation of 1,000 M. c. f. of natural 
gas per day for distribution in the City of Gaffney. Such gas has its origin in 
the States of Texas and Louisiana. 
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(3) Applicant is a South Carolina corporation with its principal place of 
business in the city of Gaffney, S. C. 

(4) On July 31, 1951, applicant was granted temporary authorization to con- 
struct and operate the facilities above described. 

(5) The cost of such construction has been $28,557.01. 

(6) Such facilities will be used for the sole purpose of transporting gas for 
the account of the South Carolina Gas Co. 

(7) The facilities herein referred to will be used in the transportation of 
natural gas by applicant in interstate commerce for ultimate public consump- 
tion in the city of Gaffney, S. C., and the construction and operation of such 
facilities by said applicant are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(8) Applicant, as a result of the construction and commencement of oper- 
ation of the proposed facilities, is engaged in the transportation of natural gas 
in interstate commerce, and therefore is a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(9) The proposed facilities are adequate to render the service proposed. 

(10) The estimated cost of operation of the 1.33 mile pipe line connecting 
the facilities of Transcontinental Gas Pipe Line Corp. with the distribution 
facilities of South Carolina Gas Co. by applicant, does not appear to be un- 
reasonable. 

(11) On September 4, 1951, Gaffney Pipe Line Co. filed with the Commission 
its F. P. C. gas tariff, original volume No. 1 and requested that said tariff be 
allowed to take effect as of September 10, 1951. The proposed tariff comprises a 
special rate schedule designated as rate schedule X—1 and provides for the trans- 
portation of gas purchased by the South Carolina Gas Co. from Transcontinental 
Gas Pipe Line Corp. for distribution in the city of Gaffney, S. C. 

(12) The Commission, by its order issued November 1, 1951, 10 F. P. C. 
1489, allowed the Gaffney Pipe Line Co.’s proposed tariff, above referred to, to 
take effect as of September 10, 1951. 

(13) The rates and charges to the South Carolina Gas Co. for transportation 
should not exceed the cost which would result if the connecting pipe line were 
owned and operated by that company, and the certificate authorizing the pro- 
posed construction and operation will be so conditioned. 

(14) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission there- 
under. 

(15) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant, Gaffney Pipe Line Co., to construct and operate the 
facilities hereinbefore described, and more fully described in the application filed 
in this proceeding and the exhibits and documents attached thereto, for the 
transportation of natural gas subjec: to the jurisdiction of the Commission set 
forth in said application upon the foll »wing terms and conditions: 
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(A) The applicant shall report to the Commission in writing, under oath, the 
date of the completion of facilities herein authorized, and the date of the com- 
mencement of operation thereof. 

(B) This certificate is not transferable and shall be effective only so long 
as the applicant continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

(C) The rates and charges to the South Carolina Gas Co. for transportation 
should not exceed the cost which would result if the connecting pipe line were 
owned and operated by that company. 

Filed: April 17,1952. Issued: April 18, 1952. 

SAMUEL W. JENSCH, 
Presiding Examiner. 
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In THE MATTER OF 


COLORADO-WYOMING GAS COMPANY 


Application for Certificate of Public Convenience and Necessity 


Docket No. G—1821 
Filed May 26, 1952; Issued May 26, 1952 * 
Syllabus 


1. Certificate issued to Colorado-Wyoming Gas Co. authorizing (1) construction 
and operation of transmission facilities, (2) replacement of existing facili- 
ties, and (3) continuance of service to certain direct sale customers on 
finding that the public convenience and necessity so requires. P. 631. 

2. Applicant’s request for authorization to render service to the California Co. 
denied on finding that the application, as it pertains to this potential cus- 
tomer, is anticipatory, and that the exercise of any authorization issued 
pursuant thereto would be contingent. P. 626. 


Lee, Bryans, Kelley & Stansfield—E. A. Stansfield for Colorado- 
Wyoming Gas Co. 
William R. Duff for staff of the Federal Power Commission. 


Stmpson, Presiding Examiner: On October 22, 1951, Colorado-Wyoming Gas 
Co. (the applicant) filed an application with the Commission for a certificate 
of public convenience and necessity under section 7 (c) of the Natural Gas Act 
(act), to authorize (1) the construction and operation of lateral lines and meter 
stations for use in rendering natural gas service to the towns of Gilcrest and 
Milliken, Colo., and to the Atomic Energy Commission’s plant at Rocky Flats, 
Colo.; (2) the installation of an 8-inch supply line to augment natural gas sup- 
plies to the Fort Warren-Cheyenne area, Wyo.; (3) the replacement of approxi- 
mately 2 miles of 4-inch line in the applicant's Golden, Colo., lateral with 8-inch 
line; and (4) the continuance of service to certain direct sale customers to 
whom service has been initiated without the obtaining of a certificate by the 
applicant from this Commission.’ The applicant supplemented this application 
with data filed December 3, 1951. 

On February 4, 1952, the applicant filed an amended application for a certificate 
of public convenience and necessity under section (7) of the act, which differed 
from its original application, supra, substantially, in that the applicant does 
hot now propose to serve the town of Gilcrest but proposes, for the next two 
years, to sell natural gas to The California Co. near Nunn, Colo., for certain 
exploratory drilling purposes. 


*Initial decision and order became effective as final decision and order of the Commission 
on June 26, 1952. 

Under this application the applicant also proposed to serve an alfalfa mill to be lo- 
cated near Milliken, but in the later amended application the mill is considered as a part 
of the Milliken load. As used here, the term, direct sale customers included the Fort 
Collins municipal light plant. 
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In accordance with the Commission’s order fixing date of hearing, and upon 
due notice, a public hearing was held in this matter commencing on February 
25, 1952, and concluding on February 26, 1952, with the undersigned examiner 
presiding. 

Various coal operators and producers associations and the United Mine 
Workers of America intervened in opposition to the application. 

The participants have submitted briefs and the applicant has filed a reply 
brief. The brief of the applicant and that of staff counsel contain proposed 
formal findings and conclusions. 


CONTENTIONS 


The applicant contends, in substance, that the introduction of natural gas is 
desired by and will be a very material benefit to the citizens of Milliken; that 
the 8-inch reinforcement of the applicant’s Cheyenne lateral is required in order 
to enable the applicant to meet the requirements of its resale customer, Cheyenne 
Light, Fuel and Power Co., with respect to the latter’s domestic load growth 
in the western portion of the city of Cheyenne and the requirements of the Fort 
Warren housing project, as well as to reinforce the applicant’s direct-sale de- 
liveries to the Fort Warren Air Force Base; that the reinforcement of its Golden 
lateral is required to enable the applicant to adequately serve normal load 
growth in the greater Denver area between Arvada and Golden, Colo.; that 
the Atomic Energy Commission’s requirement of firm and interruptible natural 
gas service for the latter’s Rocky Flats, Colo., plant is in the interest of na- 
tional defense. 

The applicant further contends that its natural gas supply and deliverability 
are sufficient to serve its existing and proposed customers; that it is able and 
willing properly to do the acts and to perform the service proposed and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules, and 
regulations of the Commission thereunder; that the proposed construction and 
operation of new facilities, replacements and extensions for the rendering of 
new service and for the strengthening and improvement of existing service, and 
the proposed continued operation of facilities installed and now operated to 
serve existing uncertificated interruptible direct-sale customers, are required by 
the public convenience and necessity; that public convenience and necessity 
permit the abandonment and removal of facilities to be replaced in connection 
with the proposed reinforcement of the Golden lateral; and that no real issue is 
raised with respect to the displacement of coal. 

Counsel for the coal and labor interveners contend in effect that, except for 
natural gas sold to alfalfa mills, the applicant's interruptible uncertificated 
industrial sales involved in this proceeding relate to the use of natural gas 
for purposes which can be adequately served by coal or other fuels; that there 
is no evidence that natural gas, firm or interruptible, is vitally necessary to the 


operations of the Atomic Energy Commission plant; that coal, presently being 
used in the town of Milliken and at Fort Warren, would be displaced; and that 
the applicant has not shown that it possesses a gas supply adequate to meet the 


proposed increased demands upon its system. 

Counsel for the Commission’s staff contends, in effect, that the sale of natural 
gas for resale in the town of Milliken is required by public convenience and 
necessity; that the proposed reinforcement of the applicant’s Cheyenne supply 
line and the replacement of a portion of the Golden lateral will increase the 
capacity of the respective portions of the applicant’s existing system and per- 
mit better operating conditions in each respective area; that the applicant’s 
present uncertificated customers use natural gas either for specialized purposes 
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or as a basic fuel and the respective operations of such customers would be 
substantially handicapped if service were denied them; that the additional peak 
day requirements proposed in this proceeding for the town of Milliken and 
the Atomic Energy Commission plant amount to only 110 M. c. f. in 1952 and 
constitute an insignificant addition to the applicant’s estimated peak day loads; 
that the appiicant will be able to obtain sufficient quantities of gas to meet its 
estimated peak day and annual requirements; that the estimated cost of the 
proposed facilities is reasonable; and that the construction and operation of 
such facilities are feasible and are required by the public convenience and ne- 
cessity, except that, with respect to both The California Co. and the Atomic 
Energy Commission plant, the applicant has not shown that the public con- 
venience and necessity require the construction and operation of the respective 
facilities involved. Staff's counsel proposes that the record be reopened for the 
purpose of permitting the applicant to offer additional evidence with respect to 
its proposed service to the Atomic Energy Commission’s plant. 
THE ISSUES 
The principal issue, common to each part of the applicant’s application, is 
whether the respective service, sale, operation, construction or replacement of 
facilities proposed is required by the public convenience and necessity. 

Among the issues subsidiary to the issue of public convenience and necessity 
hereinafter disposed of are those raised by the interveners’ allegations that 
the sale of natural gas in the areas sought to be served will cause the displace- 
ment of coal and irreparable loss to the interveners’ constituent members in 
revenues and wages, and will also involve wasteful and uneconomic use of 
natural gas for commercial and industrial purposes, contrary to the public in- 
terest, and that the applicant does not have a natural gas supply sufficient 
to warrant its proposed expansion of service. 

Findings and conclusions are also required under section 7 (e) of the Natural 
Gas Act as to whether the applicant is a qualified applicant within the meaning 
of section 7 (e) and is able and willing properly to do the acts and perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 


DISCUSSION 


Jurisdiction 


The applicant owns and operates an integrated natural gas transmission sys- 
tem consisting of about 315 miles of natural-gas pipelines and two compressor 
stations supplying gas service to cities, towns, and communities in the area 
between Denver, Colo., and Cheyenne, Wyo. It purchases practically all of its 
gas from Colorado Interstate Gas Co. It transports and sells such gas to sale-for- 
resale customers and to public authorities, located in Colorado and Wyoming, as 
well as directly to industrial customers in Colorado. 

Official notice is taken of the Commission’s findings and orders in prior pro- 
ceedings involving the applicant (docket Nos. G—285, G-809 and G—1534) insofar 
as pertinent to the applicant’s source of natural gas supply and its operations 
as a natural-gas company. 

The applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act and is, therefore, subject to the jurisdiction of the Commission pursuant 
to the provisions of section 7 of that act. 

The proposed Milliken service line and facilities, the proposed Atomic Energy 
Commission plant service line and facilities, the proposed reinforced Cheyenne 
supply line, the proposed replacement in the Golden lateral, and the laterals and 
meter equipment required for service to the applicant’s existing and proposed 
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direct-sale customers and public authority customers involved in this application, 
are each to be used by the applicant in connection with deliveries of natural gas 
from its integrated transmission system, and the construction and operation 
of such facilities are, therefore, subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 


Public Convenience and Necessity 


Town of Milliken——The town of Milliken has an estimated 1952 population 
of 510, a possible potential of 120 gas customers, and does not have natural gas 
service. 

The applicant proposes to install approximately 2 miles of 3-inch main and to 
build a meter station to supply its parent, Public Service Co. of Colo., with 
natural gas sufficient for the domestic and other needs of the town. The ap- 
plicant forecasts requirements for Milliken to be 36,000 M. c. f. for the year 
1952, increasing to 37,500 M. c. f. for the year 1956.* On the basis of a normal 
expectancy of 0° F., the applicant estimates peak day requirements of the town 
to be 10 M. ec. f. in 1952, increasing to 23 M. ec. f. in 1956. Included in the fore- 
going estimates for the town of Milliken are the off-peak (seasonal) requirements 
of an alfalfa mill located within the city limits, estimated to represent a total 
load of 35,000 M. ec. f. to be supplied during the period May to October of each 
year. 

Would-be consumers in the town have been attempting to get natural gas for 
several years, and the town already has granted the necessary franchise to the 
Public Service Co. of Colorado. 

It appears from the evidence in this proceeding that the introduction of 
natural gas into Milliken will be of material benefit to the citizens of Milliken. 

Cheyenne-Fort Warren area.—Load growth already experienced in the Chey- 
enne-Fort Warren, Wyo., area has been attended by delivery problems in the form 
of excessive pressure drops during a substantial part of the year caused by 
the limited capacity available in the applicant’s existing 6-inch supply line. 

The applicant is under present necessity of further augmenting natural gas 
supplies to meet a large growth in the domestic, mess hall and heating loads 
at Fort Warren and to meet a load growth occurring in the northwest portion 
of the city of Cheyenne, served by the applicant’s sale-for-resale customer, Chey- 
enne Light, Fuel and Power Co., consisting in part of large Government hous- 
ing developments. 

The applicant proposes to install approximately 8,000 feet of 8-inch line to loop 
its present overloaded 6-inch line in this area in order to increase capacity for the 
delivery of natural gas to meet such increasing requirements and to reduce the 
pressure drop between the South Town Border and the old Town Border stations 
from as much as 100 pounds at present to about 10 pounds after further antici- 
pated load growth. 

The amount of natural gas furnished to Cheyenne Light, Fuel and Power 
Co. in 1951 totaled 1,989,765 M. c¢. f., and the amount furnished Fort Warren 
totaled 167,000 M. c. f. The actual 1950-1951 peak day delivery to each was 
10,633 M. c. f. and 642 M. c. f., respectively (—10° F.). The applicant forecasts 
that annual sales to the former will increase to a total of 2,126,000 M. ec. f. 
in 1952 and to the latter to a total of 400,000 M. c. f., with peak day demands 
during the season 1952-1953, on a normal expectancy of 0° F., of 10,842 M. ec. f. 
and 4,245 M. ec. f., respectively, increasing, with respect to Fort Warren, to 
6,500 M. c. f. in the season 1953-1954. 

It is apparent that the proposed looping of the foregoing 6-inch supply line 
will be of substantial benefit to service in the area involved. 


*Gas volumes are stated at 14.65 pounds pressure base. 
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Golden area.—The service provided by the applicant in the Golden area is 
a combination type domestic and industrial load. Due to the construction of 
new buildings and new homes, the growth of the area has been rapid and is being 
accelerated due to the location of the Atomic Energy Commission’s Rocky Flats 
plant north of Arvada, Colo. 

In order to meet expected growth in domestic and commercial load, particularly 
at Golden and in the area along West 44th Avenue, between Arvada and Golden, 
the applicant proposes to remove and salvage some 11,000 feet of present 4-inch 
line, replacing it with 8-inch line. The replacement is not proposed in order to 
increase facilities for direct-sale interruptible customers and is, in effect, a con- 
tinuation of similar construction and replacement on the same line previously 
authorized by the Commission in docket No. G—1534. 

The evidence in this proceeding discloses that this project will also be of 
substantial benefit to the public in the area involved. 

i\tomic Energy Commission plant—Rocky Flats.—The applicant proposes to 
serve the Atomic Energy Commission's Rocky Flats plant, in process of construc- 
tion 31%4 miles west of the transmission line between Arvada and Boulder Junc- 
tion, in Jefferson County, Colo., with both firm and interruptible natural gas 
service. Service to that plant is desired by July 1, 1952. 

The applicant estimates that the firm load to the plant will amount to some 95 
to 100 M. c. f. per day during the next five years (normal expectancy 0° F.), or 
some 10,000 M. c. f. a year. The applicant also estimates that the interruptible 
load will amount to some 140,000 M. c. f. in 1952, increasing, apparently, to some 
220,000 M. ec. f. in the years following (1954-1956). The applicant estimates 
that the price for the firm service, depending upon conditions of load, would be 
10 cents or less with a good load factor, and estimates that the price of inter- 
ruptible service will be approximately 18 cents with some loading. The atomic 
plant has been informed, in substance, that interruptible service may require that 
the plant have stand-by facilities. 

Several conferences were had among the applicant, the Atomic Energy Com- 
mission representatives, the contract builder, and the future contract operator 
of the plant, with respect to the plant’s natural gas requirements. As a result 
of such conferences it appears that the applicant understands that firm usage 
will include auxiliary and minor space heating, some water heating, and probably 
some commercial cooking. It also appears, however, that the applicant has no 
idea as to the atomic plant’s proposed use of interruptible gas except that it will 
be used for industrial purposes, and it is apparent from the testimony that the 
applicant’s presentation of its case has been handicapped by the limited informa- 
tion made available to the applicant in its negotiations with the representatives 
of the atomic plant, particularly with respect to the ultimate use of the inter- 
ruptible gas desired. The evidence supports an inference that the applicant has 
made a reasonable effort to obtain factual data from the atomic plant’s repre- 
sentatives for the purposes of supporting its application here. 

Official notice is taken of the public announcement issued March 23, 1951 by 
the Atomic Energy Commission to the effect that a new production plant will be 
built on a four-square-mile site in the Rocky Flats area of Boulder and Jefferson 
Counties, Colo. It is stated in that announcement that the new facility will 
involve a secret type of operation and that the plant will be administered by the 
Atomic Energy Commission’s operations office which is responsible for research, 
development, production and testing of atomic weapons. It is also stated that 
the estimated cost of the plant is $45,000,000, that 1,000 persons will be employed 
when full operations commence, that the new project will handle radioactive 
material, and that the operation will have only moderate water, gas and electric 
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requirements. The announcement closes with the statement that no further 
description of the nature of the operation is permitted under security provisions 
of the Atomic Energy Act. 

On the basis of the evidence presented, and the matters of which official notice 
has been taken, it is found and concluded that service of natural gas to the Atomic 
Energy Commission’s Rocky Flats plant, in the amounts estimated by the appli- 
cant, is in the interest of national defense, and that the applicant’s proposed 
service to the plant, and the applicant’s proposed construction and operation of 
facilities in relation thereto, is required by the national and hence the public 
convenience and necessity. 

Proposed service to The California Co.—The California Co., during the open 
part of the year, is engaged in oil well drilling in areas northeast and north- 
west of Denver. The applicant desires to obtain any natural gas which may 
become available from such operations by the oil company at a location con- 
venient to the applicant’s gas transmission system. The applicant has com- 
municated with the oil company, asking that if gas be obtained, the company 
negotiate with the applicant for the sale thereof. At the same time there was 
some reference made with respect to the oil company using gas for boiler fuel 
in drilling operations, and the applicant is here asking for permission to serve 
The California Co. an annual amount of 400,000 M. c. f. for each of the years 
1952 and 1953 “in case they request service,” the 400,000 M. c. f. being the amount 
the applicant estimates to be required to complete a deep test well. Other com- 
panies drilling in the area use the most available source of fuel including crude 
and fuel oils. The applicant’s witness testified that if The California Co. took 
gas for fuel, they would “probably” build a lateral to the applicant’s line. 

It is apparent that the application, as it pertains to this possible customer, 
is anticipatory, that the exercise of any authorization issued pursuant thereto 
would, in fact, be contingent, and that if the applicant should eventually enter 
into definite negotiations for the delivery of gas to the oil company, it could 
even develop that the applicant would subsequently find it necessary to make 
further application to this Commission for additional authority before it would 
possess authorization adequate to enable it to effect delivery of natural gas to the 
oil company. 

On the evidence offered and received in connection with this part of the ap- 
plication, it cannot be found that the applicant is now proposing a service, sale, 
operation, or construction that is or will be required by the present or future 
public convenience and necessity. Therefore, this part of the application should 
be denied without prejudice. 

Existing uncertificated direct-sale customers.—The applicant presently serves, 
on a direct-sale basis, three alfalfa mills, one chemical and two brick-making 
establishments, as well as the Fort Collins municipal light plant. Service to 
these customers was initiated at various times within the period June 30, 1944 
to October 4, 1950, but in no instance did the applicant apply to the Commis- 
sion for the authorization required under section 7 of the Natural Gas Act. 
The applicant avers that it only recently learned that application for certifi- 
cates under section 7 were required in these instances. 

The chemical and brick-making enterprises and the municipal plant are served 
on an interruptible basis and are curtailed during peak day periods. The Alfalfa 
mills are served only during the seasonal period May to October. Individual an- 
nual requirements range from 30,000 M. c. f. to the 350,000 M. c.f. required in the 
instance of the municipal light plant. The total of all these estimated annual 
requirements (1952) represents approximately 5 percent of the applicant’s esti- 
mated total sales. 





Th 
alfalf 
in th 
elect 
sulph 
fuels. 
certif 
plica! 
the a 
going 
appli 
but | 
plica: 
plant 
requi 
many 
Furtl 
sist « 
come 
natur 

Th 
ices ] 
impo} 
chara 
follov 
half, 
obtail 
is not 


Gas &§ 

The 
expec 
requi 
total 
For } 
M. ¢. : 
the a 
estim: 
1952, 
for 1% 
totals 
of Co 
year. 

Sut 
Inter: 
sale ¢ 
tailme 
of lim 
tion s 
Color: 
pectec 
be cur 
custo! 


COLORADO-WYOMING GAS CO. 627 


These customers use natural gas for kiln drying alfalfa in the manufacture of 
alfalfa meal, underfiring beehive kilns in brick and tilemaking, smelting, and, 
in the instance of the municipal light plant, for boiler fuel in the generation of 
electric power. Alfalfa-drying may be done with fuel oil of sufficiently low 
sulphur content, and certain of the other enterprises were converted from other 
fuels. Also other direct-sale customers of the applicant, served pursuant to 
certificates of public convenience and necessity previously obtained by the ap- 
plicant from the Commission, could in 1952 possibly use more natural gas than 
the applicant presently intends to deliver. However, not only have these fore- 
going uncertificated customers been served for some time on a parity with the 
applicant’s certificated direct-sale customers, without objection from the latter, 
but have regularly received service in priority to the requirements of the ap- 
plicant’s heavy interruptible direct-sale customers, viz., the Valmont electric 
plant of the Public Service Co. of Colorado and the Ideal Cement Co., the annual 
requirements of each of which exceed, in the instance of the Valmont plant 
many fold, the total requirements of the foregoing uncertificated customers. 
Further, a substantial proportion of the requirements of the latter customers con- 
sist of the seasonal requirements of alfalfa mills which, in general, have be- 
come established in the region, because of the availability and suitability of 
natural gas as a fuel. 

The failure of the applicant to apply for a certificate for the respective serv- 
ices here involved appears to have been inadvertent. In addition, and more 
important, the customers here in question would suffer detriment, substantial in 
character, from a shutting off of their supply of natural gas, which would 
follow upon a denial of the application for a certificate now made in their be- 
half, and, at the same time, the applicant’s other direct-sale customers would 
obtain a relative benefit or advantage with respect to which the evidence herein 
is not persuasive that they are justly entitled. 


Gas Supply 

The applicant computes its peak day requirements on the basis of a normal 
expectancy of 0° F. and a maximum expectancy of —10° F. Estimated sales 
requirements, company use and unaccounted for, for the peak day 1952-1953 
total 59,569 M. ec. f. normal expectancy, and 68,960 M. c. f. maximum expectancy. 
For 1954-1955 the corresponding estimates become 67,228 M. c. f. and 77,465 
M. c. f., respectively, and for 1956-1957, 71,304 and 82,170, respectively. Omitting 
the applicant’s estimated requirements for The California Co. (1952-1953) the 
estimated annual total of all sales, company use, and unaccounted-for gas, for 
1952, is 15,687,000 M. c. f. ; for 1953, 17,454,000 M. c. f. ; for 1954, 16,699,000 M. ec. f. ; 
for 1955, 17,694,000 M. ec. f.; and for 1956, 17,259,000 M. ec. f. In these estimated 
totals, requirements of the Valmont electric plant of the Public Service Co. 
of Colorado fluctuate above and below the applicant’s estimate for a previous 
year. 

Substantially all of the applicant’s natural gas supply comes from Colorado 
Interstate Gas Co. (1951, 99.83 percent). The applicant’s interruptible direct- 
sale customers, including the Fort Collins light plant, are, in effect, subject to cur- 
tailment at any time for any period necessary, and for any reason, and, because 
of limited line capacity and other factors, including the peak day demand limita- 
tion set up by the rate under which the applicant purchases gas from its supplier, 
Colorado Interstate, are, in fact, interrupted during peak day loads. It is ex- 
pected that during the coldest winter periods the applicant’s direct sales will 
be curtailed a total of possibly from 10 to 30 days and that the applicant’s resale 
customers will curtail their interruptible loads similarly to limit their.correspond- 
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ing demand charges. For the future such curtailments are expected to somewhat 
increase, but for the present, at least, practically all direct sales customers of 
the applicant have complete and adequate standby and are not, in general, shut- 
ting down during interruptions. It appears that curtailments do not result in 
interruptible customers taking greater quantities during later months, and that 
during the season May—October, at least, there is sufficient natural gas for the 
applicant’s system requirements. 

The applicant’s present contract with its supplier, Colorado Interstate, carries 
a maximum obligation on the part of the latter to supply the applicant with 
55,000 M. ec. f. per day. However, the contract provides, in general, that Colorado 
Interstate shall have the opportunity, if it so desires, of supplying the amount 
of the excess requirements over the 55,000 M. c¢. f., and, during the season 1950 
1951, therefore, the 55,000 M. ¢. f. obligation to deliver was exceeded some 70 
times, the applicant taking as much as 70,072 M. ec. f. on October 3, 1950. There 
has been no instance to date where Colorado Interstate has been unable to deliver 
the peak day requirements of the applicant. It further appears from the evi- 
dence that the applicant’s estimated total peak day requirements (sales, company 
use, and unaccounted for) on a maximum expectancy basis do not reach the 70,072 
M. c. f. supplied in 1950, and will not attain the limitation contained in paragraph 

3 of the Commission's order dated February 20, 1952, In the Matter of Colorado 
Interstate Gas Co., Docket No. G—1677, 11 F. P. C. 821, of 73,530 M. ¢. f. (peak 
day, maximum expectancy), until 1953-1954, the addition of the estimated 
peak day requirements of the proposed new customers having no effect on the 
advancing of the time when such amounts are equaled. It is the opinion of 
the applicant’s witness who testified on this subject that Colorado Interstate has 
sufficient deliverability for the next 2 to 4 years to meet the applicant's estimated 
peak day requirements. 

In summary it appears that the addition of the relatively minor peak day re- 
quirements of the town of Milliken and the Atomic Energy Commission’s plant 
will have no substantial adverse effect upon the applicant’s ability to meet its 
estimated peak day demands of the future. 

It is also to be noted that in 1950, Colorado Interstate Gas Co. delivered to 
the applicant 18,641,641 M. ¢. f., and in 1951, 16,328,314 M. ¢. f. The applicant's 
estimated annual requirements (sales, company use, and unaccounted for) for 
the period 1952-1956, do not in any year reach the total supplied in 1950. Such 
estimated annual requirements do, however, exceed the total supplied in 1951, in 
every year except 1952, and attain the limitation contained in paragraph B of 
the Commission’s order, aforesaid, of 17,364,000 M. ¢. f. in the years 1953 and 
1955, when estimated annual requirements total 17,454,000 M. c. f. and 17,694,000 
M. c. f., respectively. The applicant’s estimated total requirements take into ac- 
count the estimated load growth at Fort Warren and in the western Cheyenne and 
Golden areas, as well as the new business for which authority has been here 
applied for with respect to the small town of Milliken, Colo., and the Atomic 
Energy Commission’s plant. The effect of the addition of such new business is, 
however, a negligible factor in the matter of the applicant’s present ability to 
deliver, when due consideration is given to the present volume of applicant's 
interruptible sales. 


Financial Factors, Feasibility, and Adequacy 

The applicant estimates the following changes in the capital investment of its 
transmission plant accounts, with respect to the proposed Cheyenne loop line, 
the Golden replacement, the installation of facilities for the rendering of service 
to the town of Milliken, and the installation of facilities for the rendering of 
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service to the Atomic Energy Commission’s Rocky Flats plant, such estimate 
including both material and construction costs: 


Cheyenne} Golden 
supply replace- | Milliken 
line ment 


Rocky 


flats Total 


Land : $500 $2, 000 $700 $900 $4, 100 
Structures 7 500 1, 000 , 800 200 3, 500 
Mains 24, 000 26, 000 600 30, 600 200 
Meters 3, 900 4, 355 » 255 


25, 000 29, 000 18, 000 36, 055 055 


At the same time, the estimated decrease in plant accounts with respect to the 
Golden lateral retirement, based upon original cost less accrued depreciation, 
is $5,155. 

The above estimates of cost have not been shown to be unreasonable. 

The applicant proposes no additional financing at this time for this program. 
The applicant’s current and accrued liabilities as of December 31, 1951 total 
$1,067,494 and its current and accrued assets, $613,742. Included in its current 
liabilities are accounts payable totaling $194,105 and a promissory note in the 
amount of $350,000 to the applicant's parent, Public Service Co. of Colorado. 
Official notice is taken that the applicant’s 1951 annual report (F. P. C. form 
No. 2) discloses that this note first matured June 7, 1951, but has since been 
twice renewed, the latest date of maturity being June 7, 1952. Included in the 
applicant’s current and accrued assets are Cash of $168,810, accounts receivable 
of $124,573, and receivables (gas sales) from Public Service Co. of Colorado in 
the amount of $164,983 and from Cheyenne Light, Fuel and Power Co. in the 
amount of $53,879. The applicant has not offered any evidence relating to its 
cash flow, and an analysis thereof cannot be made from the evidence of record 
in this proceeding. However, the margin between the applicant’s average 
monthly operating revenues for the 12 months ended December 31, 1951 and its 
average monthly operating expenses for the same period, coupled with deprecia- 
tion and tax accruals, indicate that the applicant should not have difficulty in 
financing the construction herein authorized, it being assumed that its parent will 
make such arrangements with respect to meeting the terms of the note of $350,000 
as circumstances appropriately require. 

The installation and operation of facilities proposed by the applicant in this 
proceeding relate in part to growth of load on the applicant’s system, in part 
tu service extensions similar in character to extensions presently operated by 
the applicant, and in part to the continuation of service to certain customers 
not previously certificated. In each instance the applicant proposes to apply its 
applicable currently filed rate. The applicant has available to it, under the 


circumstances here disclosed, the resulting supporting presumptions with respect 


to adequacy of revenues. 

The proposed facilities for reinforcing the Fort Warren-West Cheyenne area 
and the Golden area, and the proposed facilities for serving the town of Milliken 
and the Atomic Energy Commission’s plant, respectively, appear adequate for 
the purpose intended and the service proposed. Facilities to be used for service 
to the applicant's uncertificated customers have been previously installed and 
placed in service, and costs related thereto are already in the plant accounts of 
the applicant. 

Permits 


The applicant has applied for requisite Petroleum Administration for Defense 
permits for the materials to be required for the facilities authorized in this 
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decision, and has already received from the P. A. D. a certificate to obtain the 
pipe for the Golden replacement in the third quarter of 1952, but has not as 
yet been able to get promise of delivery of pipe. The Atomic Energy Commission 
is to obtain for the applicant the pipe needed for the transmission lateral to 
extend from the applicant’s main line to that Commission’s plant. The town of 
Milliken has granted Public Service Co. of Colorado a franchise to operate within 
town limits. 


The Interveners (Competing Fuels) 


There is no convincing evidence of record in this proceeding that load growth 
in either the Fort Warren-Western Cheyenne area, or the Golden area, involves 
the displacement of coal. Continuation of service by the applicant to its uncer- 
tificated customers which have been served natural gas for a period or periods 
exceeding the most recent date of initial service (General Chemical Co., October 4, 
1950) does not appear on this record to involve the displacement of coal. 

With respect to the town of Milliken, the evidence shows that one man makes his 
living trucking job coal into the town, although most of the heating of the town 
is done by either propane, butane, or oil. The Atomic Energy Commission’s plant 
is in course of construction. 

In short, these intervening coal associations have substantially failed on the 
evidence in this proceeding to make a case in relation to the allegations upon 
which they sought and obtained their intervention in this proceeding. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence in the proceeding, as well as the con- 
tentions, arguments, briefs and proposed findings and conclusions of counsel, it 
is further found and concluded that: 

(1) The applicant, a Delaware corporation having its principal place of busi- 
ness at Denver, Colo., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Colorado and Wyoming, 
and by such operations the applicant is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of June 
», 1945 in Docket No. G—285, 4 FPC 938. 

(2) The facilities for which authorization is sought for the rendering of 
service to the town of Milliken, Colo., for the rendering of service to the Atomic 
Energy Commission’s Rocky Flats plant, for the reinforcement of the applicant's 
natural-gas system in the Fort Warren-Cheyenne area, and for the replacement 
of a portion of the applicant’s Golden lateral, and the facilities in service with 
respect to the applicant’s direct sale customers—Consumers Cooperative Asso- 
ciation, General Chemical Co., Longmont Brick and Tile Co., National Alfalfa 
Milling Co., W. J. Small (at Berthoud, Eaton, and Windsor, Colo.), Valmont 
Brick Co., and Fort Collins, Colo., municipal light plant—are proposed to be 
used in either the transportation or the transportation and sale of natural gas 
in interstate commerce, as integral parts of the applicant’s existing pipeline 
system, and the construction and operation of such facilities are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) The applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities referred to in 
paragraph (2), supra, and the applicant’s proposed continuation of operation 
of the facilities therein also referred to, are required by the public convenience 
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and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) The facilities proposed to be abandoned, consisting of 11,000 feet of the 
applicant’s existing 4-inch Golden, Colo., lateral, are used for the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of the applicant’s existing natural-gas 
transmission pipeline system, and the abandonment thereof by the applicant 
is subject to the requirements of subsection (b) of section 7 of the Natural Gas 
Act. 

(6) Public convenience and necessity permit the abandonment of the facili- 
ties referred to in paragraph (5) supra, and permission and approval therefor 
should be granted as hereinafter ordered and conditioned. 

(7) The evidence does not permit a finding to be made that the construction 
and operation of facilities for the rendering of natural-gas service to The Cali- 
fornia Company, near Nunn, Colo., as proposed herein by the applicant, is or 
will be required by the present or future public convenience and necessity, and 
authorization to construct and operate such facilities should be denied without 
prejudice. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant to construct and operate the facilities proposed 
in this proceeding, for (1) the reinforcement of the applicant’s Fort Warren- 
Cheyenne supply line; (2) the replacement of a portion of its Golden lateral; 
(3) service to the town of Milliken, Colo.; and (4) service to the Atomic Energy 
Commission’s Rocky Flats plant, Colo.; and to continue operation of constructed 
facilities to supply the applicant's direct-sale customers—Consumers Cooperative 
Association, General Chemical Co., Longmont Brick and Tile Co., National Alfalfa 
Milling Co., W. J. Small (three alfalfa mills), Valmont Brick Co., and Fort 
Collins, Colo., municipal light plant—all as more fully described in the amended 
application filed in these proceedings, and the exhibits appended thereto, for the 
transportation and sale of natural gas therein set forth, subject to the jurisdiec- 
tion of the Commission, upon the terms and conditions of this order. 

(B) This certificate is not transferable and shall be effective only so long as 
the applicant continues the operation hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

(C) Permission and approval be and the same are hereby granted the applicant 
to abandon and remove that part of the Golden lateral facilities, as set forth in 
said amended application, and exhibits appended thereto, upon the terms and 
conditions of this order. 

(D) The applicant shall report to the Commission, under oath, the dates of 
completion of the construction and commencement of operations of the facilities, 
and the effective date of abandonment and retirement of the facilities, herein- 
above described. 

(E) The application for authorization to construct and operate facilities to be 
used to render the natural gas service to The California Company, as in this pro- 
ceeding proposed, be and the same is hereby denied without prejudice. 

Filed: May 26,1952. Issued: May 26, 1952. 

Ewine G. SIMPSON, 
Presiding Examiner. 


































In THE MATTER OF 


PANHANDLE EASTERN PIPE LINE COMPANY 


Application for Disclaimer of Jurisdiction or, in the Alternative, for 
a Certificate of Public Convenience and Necessity 


Docket No. G-1612 


ca 


Filed June 11, 1952; Issued June 12, 1952* 
Syllabus 


1. Construction and operation of a pipeline lateral which is (1) 390 feet in length, 

(2) connected to a “natural-gas company’s” interstate transmission pipe- f 
line, and (3) required to transport and deliver gas to a direct sale indus- ; 
trial consumer, found to be a facility for the transportation of natural gas 

in interstate commerce, subject to the jurisdiction of the Commission under 
section 1 (b) of Natural Gas Act. P. 636. 

2. Certificate issued to Panhandle Eastern Pipe Line Co. authorizing construc- 
tion and operation of facilities for the transportation, delivery and meas- 
urement of natural gas on finding that applicant has a substantial volume 
of “valley” gas available from time to time for interruptible or dump 
service, and that efficient operation of applicant’s pipeline system requires 
an interruptible and dump load spread throughout the length of its system. 

P. 638. 

3. Public convenience and necessity require that delivery of gas through pro- 
posed facilities be limited to only such days as (1) no curtailment step 
is in effect on applicant’s pipeline system, (2) applicant has gas available 
in excess of its commitments to its other customers to whom gas is being 
sold on other than a temporary or dump basis, and (3) pressure condi- 
tions on applicant’s pipeline system permit deliveries of such excess or 
dump gas to Northeast Missouri Electric Power Cooperative. P. 639. 


G. R. Redding, Robert P. Patterson, Joseph J. Daniels, and William 
C. Keefe for Panhandle Eastern Pipe Line Co. 

Robert L. Russell and Oscar E.. Reed for staff of the Federal Power 
Commission. 


Farrineton, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act (act) 
in each of which it seeks, in the alternative, (a) a disclaimer by the Commission 
of its jurisdiction in the several matters pleaded therein or (b) for issuance of 
a certificate of public convenience and necessity authorizing the construction and 
operation of the facilities described in each such application for rendering direct 
natural gas service, on either an interruptible or dump basis, to consumers in 
Missouri, Illinois, Indiana, and Ohio. 


*Initial decision and order became effective as final decision and order of the Commission 
on July 14, 1952. 
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By order issued December 3, 1951, these proceedings were consolidated for 
purposes of hearing, together with three other proceedings’ instituted by or 
against Panhandle, the subject matters of which are not germane to a disposition 
of these seven dockets. Such order set the consolidated proceedings for public 
hearing commencing December 13, 1951, at which time such hearing was begun 
before the undersigned examiner and concluded December 18, 1951 insofar as 
these seven dockets are concerned. 

This intermediate decision relates only to the subject matter of the application 
in docket G—1612. 

There is no opposition to the proposed sale, save by the staff, and the only 
intervener is the proposed customer, Northeast Missouri Electric Power Cooper- 
ative, which appeared by counsel and offered evidence respecting its need for 
natural gas, and otherwise supported the application. 


STATEMENT OF EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the State 
of Delaware with its principal office in Kansas City, Mo., and owns and operates 
an integrated natural gas pipeline system situated in the states of Texas, Okla- 
homa, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. The company 
has been determined to be and now is a natural gas company as defined in the 
act.’ 

*anhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma 
and Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in 
interstate commerce, and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses; and also the sale and delivery of natural gas directly to industries 
and others for their own consumption. 

If it shall be determined that the Commission has jurisdiction of the subject 
matter of this application, Panhandle then requests authorization to construct 
and operate (1) a lateral stub pipeline consisting of approximately 390 feet of 
65-inch O. D. pipe to be interconnected at a point in Marion County, Mo., with 
Panhandle’s existing Quincy 10-inch lateral pipeline; and (2) a meter or other 
appurtenant and necessary measuring equipment on the property of the proposed 
gas consumer, Northeast Missouri Electric Power Cooperative (Cooperative), 
an organization functioning under the jurisdiction of the Rural Electrification 
Administration of the United States Department of Agriculture. The estimated 
total cost of such facilities is approximately $5,000 which Panhandle will defray 
from current funds on hand. 

The facilities proposed are to be operated by Panhandle for the purpose of 
transporting and delivering and for measuring natural gas in varying volumes up 
to but not in excess of 1,200 M. c. f. per day, wholly on a temporary or dump 
basis, for use as fuel in Cooperative’s Palmyra generating plant which is lo- 

1 Docket Nos. G—1585 and G—1837 (now pending before the Commission on joint motion 
of the complainant and defendant to dismiss the proceedings) ; and docket No. G-1754 
(now pending before the Commission on a motion to dismiss made by the intervener and 
also upon a motion to omit the intermediate decision procedure. 

2In one of such seven dockets, No. 1724, Panhandle recently filed a motion to withdraw 
its application and order permitting withdrawal was entered June 3, 1952. 

*4 FPC 1081. 
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eated seven miles northeast of the city of Palmyra, Mo., at the confluence of 
the South and Mississippi Rivers. The contract between the parties for the 
sale and delivery of such gas is for a term of five years beginning with the initial 
delivery of gas and thereafter, unless and until terminated by either party on 
60 days prior written notice to the other. The contract fixes the price of the 
gas to be delivered at 28 cents per M. c. f. 
Paragraph (8) of the contract between the parties reads as follows: 
Panhandle will have natural gas available for sale to Cooperative here- 
under only on such days as (a) no curtailment step is in effect on Pan- 
handle’s pipe line system, (b) when Panhandle has gas available in excess 
of its commitments to its other customers to whom gas is being sold on 
other than a temporary or dump basis, and (c) when pressure conditions 
on Panhandle’s pipe line system permit deliveries of such excess or dump 
gas to Cooperative; accordingly, the obligation of Panhandle to deliver and 
sell gas hereunder shall at all times be subject to Panhandle’s right to sus- 
pend deliveries of gas hereunder for any period or periods of time if it is 
unable to deliver gas for any of the aforesaid reasons. 

The fuel presently used in the Palmyra plant is fuel oil for three 3500 horse- 
power dual fuel diesel engines. On completion of the installation of two addi- 
tional coal fired 7500 kilowatts turbines in the near future, the total kilowatt 
capacity of the plant will be 21,750 kilowatts. The transmission system con- 
sists of 249* miles of 69,000 volt transmission line, and is primarily designed 
and operated to furnish wholesale power to six distributing cooperatives ° in 
northeast Missouri and southern Iowa, which distributing cooperatives in turn 
sell it to the retail consumer. All the power sent through the transmission lines 
is not produced by the Palmyra plant. That plant produces only the peaking 
standby or disaster power, the base power presently coming on an interim basis 
from a surplus block of non-firm power obtained from the U. 8. Bureau of Mines’ 
coal-oil demonstration plant at Louisiana, Mo. Such connected cooperative 
distributors in turn supply approximately 25,000 farm residences and upproxi- 
mately an additional 10,000 farm homes through Central Electric Power Co- 
operative. When Cooperative’s transmission lines now under construction are 
completed there will be an estimated approximate total of 55,000 farm con- 
sumers. 

The site for the Palmyra plant was chosen because it was very near Pan- 
handle’s Quincy 10-inch lateral which serves the city of Quincy, IIl., and because 
it was believed reasonable to assume that natural gas could be procured from 
the Quincy lateral. It is estimated that the use of natural gas for fuel in the 
Palmyra plant will save approximately $500 per day to Cooperative, which 
thus far has had an operating deficit since the plant was completed in 1949. 
Cooperative has a capital expenditure in the Palmyra plant for the consumption 
of natural gas of $12,243 for 1100 feet of 6-inch lateral pipe line laid from the 
diesel station of the plant to a point 386 feet from the valving station of the 
Quincy lateral, in addition to $63,000 for the cost of dual fuel diesel engines 
over straight diese! engines. 

THE ISSUES 


The issues are: (1) Does the Commission have jurisdiction of the subject 
matter of the application? (2) Are the facilities here proposed essential to the 
transportation of natural gas subject to the jurisdiction of the Commission? 


*Plus 135 miles due to be completed by June 1952. 
5 Cooperative also sells to Central Electric Power Cooperative on an interim basis. 
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(3) Do public convenience and necessity require the construction and operation 
of the proposed facilities? 

Panhandle’s contention.—Vanhandle’s brief deals indiscriminately with all 
seven dockets in these consolidated proceedings and its argument, as to all 
dockets, is that (1) the evidence shows that the facilities proposed to be con- 
structed and operated in connection with the proposed natural gas service relate 
solely and exclusively to direct industrial sales, which sales are not within the 
Commission’s jurisdiction; and (2) that the evidence shows that public con- 
venience and necessity do require the gas service proposed and the construc- 
tion and operation of the facilities necessary to such service. 

Staff's position.—The brief of counsel for the staff likewise deals indiscrimi- 
nately with all seven dockets and the gist of the argument (staff brief, pp. 5-9) 
is (a) that the facilities necessary to effect a flow and sale of natural gas for 
consumer use, as here proposed, are so intimately associated with interstate 
commerce that, if constructed, they would affect the volume of gas moving 
into the respective states for distribution among the states; (b) that the posi- 
tion of the Commission with respect to direct industrial sales of natural gas 
by a “natural-gas company” was succinctly stated in the Commission’s brief 
filed in its behalf as amicus curiae in Panhandle Eastern Pipe Line Co. v. 
Michigan Public Service Commission, 341 U. S. 329 (1950) that is to say: (i) 







the gas which Panhandle proposes to sell is in interstate commerce; (ii) the 
act requires Panhandle to obtain a certificate for the transportation of natural 
gas in interstate commerce to industrial consumers; (iii) the Supreme Court 
in the Panhandle-Indian case*® held that Congress deliberately left with the 
states and not with the Commission the authority to regulate rates and services 
in interstate sales to industrial consumers, and that “the matter of interruping 
service is one largely related * * * to transportation and thus within the juris- 
diction of the Federal Power Commission to control, * * *”; (iv) the Commission 
has authority over interstate transportation; and finally (v) that since the 
transportation from an interstate pipeline for sale directly to a consumer is 
transportation in interstate commerce, subject to the jurisdiction of the Com- 
mission as defined in section 1 (b) of the act, section 7 (c) requires a company 
seeking to establish connections between such line and a consumer to obtain a 
certificate from the Commission authorizing construction and operation of the 
necessary extensions of its pipeline.’ 

















JURISDICTION 

















The jurisdictional question presented by this record is not whether the company 
is subject to the jurisdiction of the Commission. Inquiry here is whether the 
Commission has jurisdiction of the subject matter of the company’s application 
to construct and operate facilities for the express purpose of making a direct 
delivery and sale of natural gas to an industrial consumer. If the evidence 
shows that any of the facilities are to be used for the transportation of natural 
gas in interstate commerce, then clearly jurisdiction of this Commission attaches. 

The instant application and the evidence in support thereof show that the 
lateral, for which Panhandle seeks authorization to construct and operate, is 
intended to be used and will be used to transport interstate gas from Panhandle’s 
Quincy lateral to a connection leading to Cooperative’s Palmyra plant, thus 
giving a continuous flow interstate of natural gas. 


* Panhandle Eastern Pipe Line Co. v. Public Service Commission of Ind., 332 U. S. 507 
(1947). 


* Citing 5 F. P. C. 43, 50. a 
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It now is no longer open to dispute that a pipeline lateral from a “natural- 
sas company’s” interstate transmission pipeline that is required to transport 
and deliver gas to a direct sale consumer is a facility for the transportation of 
natural gas in interstate commerce subject to the jurisdiction of the Commission; 
and the construction and operation of such a lateral are, therefore, subject to the 
requirements of subsections (c) and (e) of section 7 of the act.* 

Panhandle’s ability to perform.—Staff counsel opposes the issuance of a certifi- 
cate mainly if not entirely on the ground that the proposed delivery of gas to 
Cooperative will or may jeopardize Panhandle’s ability to render adequate sery- 
ice to all of its resale and firm industrial customers. The examiner is unable 
to see reality in such apprehension. Panhandle’s obligation under the contract 
with Cooperative (quoted above, supra, p. 634), is clearly a proposed sale on an 
“if, as and when” basis. Under such conditions of sale, it is possible that the 
buyer may not receive any gas because it is provided that gas will be sold and 
delivered only when Panhandle has gas available in excess of its commitments 
to its other customers to whom gas is being sold on other than a temporary or 
dump basis. 

*anhandle’s many problems respecting system design capacity, service rules 
and regulations, tariffs, and service to resale and to firm industrial customers 
has been before the Commission on several occasions.’ In its opinion, 10 F. P. C. 
328 (Appendices A, B and C) the Commission scheduled (1) the company’s 
winter contract demands under service agreements pursuant to tariff approved 
in its opinion, 10 F. P. C. 185, (2) existing contracts and affidavits (winter con- 
tract demands) and (3) prescribed minimum delivery volumes, with modifi- 
cations of the minimum delivery volumes stated in opinion, 10 F. P. C. 361. 

The staff brief in the instant consolidated proceedings contains tables B and 
C which purport to give the daily volumes of gas available for sale to proposed 
dump and interruptible customers, and for Panhandle’s firm requirements of 
present customers for the calendar year 1952. Table B was not sponsored on the 
witness stand by a witness. It consists of volumetric figures taken in part 
only from some of Panhandle’s exhibits with substitutions by the tabulator of 
figures not to be found in any exhibit (see staff brief footnote 2; placement of 
which footnote number was supplied to the examiner after the brief was filed). 
Table C appears to be a composite of volumetric figures taken from the ap- 
pendices to opinion, 10 F. P. C. 328, and from exhibits in these proceedings, as 
adjusted. These tabulations cannot readily be reconciled and no oral evidence 
was adduced to explain the methods employed nor the soundness of the results 
reflected therein. Indeed, not even requests for findings of fact are made as 
required by section 1.29 (c) of the Commission’s rules of practice and proce- 
dure. The examiner, and ultimately the Commission, is needlessly and greatly 
handicapped by their absence. 

The essence of the staff’s position appears to be (1) that since Panhandle’s 
daily design capacity is 850,000 M. ¢c. f. and the company’s total contract cus- 
tomer demands (as calculated in staff’s table B to brief, lines 11 and 12) 
range from an estimated minimum of 815,011 M. c. f. in the month of July to an 
estimated maximum in the months of November and December of 1,093,898 
M. ¢. f., Panhandle would not have an adequate available supply to meet such 
contract demands if it were permitted to make the proposed interruptible and 
dump sales in their maximum volumes, except in the months of July and Au- 
gust. (2) If, however, the determination of Panhandle’s ability to meet its 


8 Panhandle Eastern v. P. 8S. C. of Ind., supra; 3 F. P. C.1005;5 F. P.C.48:7F.P.C 
1131. 
® Opinions, 10 F. P. C. 185, 322, 328, 361. 
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contract demands is to be measured by its actual average daily sales to such 
customers in the year 1951 and by Mr. Farley’s estimate of such average daily 
sales for 1952, then the staff concedes that there will be an adequate available 
supply for the entire year to make the interruptible and dump sales here pro- 
posed, as shown in line 18 of staff's table B. 

Panhandle, however, does not claim that it will have a supply available for 
such interruptible and dump Sales every day in the year, but will have a supply 
for such purposes on many days in the year (reply brief, pp. 9-10) due to the 
margin between average daily sales and peak day sales. 

The staff challenges the reasonableness of witness Farley’s estimate of such 
average daily sales and argues that the statistics for contract demands, the 
actual, and the estimated sales, lead to the conclusion that the industrial cus- 
tomers will require volumes of gas considerably in excess of the pipeline’s 
design capacity. 

While estimates are apt to be only as reliable as the judgment, based on the 
qualifications and experience of the estimator, an analysis of the evidence 
strongly supports the reasonableness of witness Farley’s estimated average daily 
sales in 1952 of the entire requirement utility customers. His testimony is not 
controverted. He has been with the Panhandle system for twenty years, the last 
five as manger of the rate department, and through the years has acquired great 


familiarity with the company’s system sales and loads. 

The actual average daily sales of the entire requirement utility customers 
in November and December 1951 were 289,637 M. c. f. and 320,463 M. c. f., respec- 
tively. Such volumes were 24 percent higher than actual average daily sales 
in November 1950 (a very cold month), as shown by the company’s records which 
are reflected in exhibit 49. For December 1951, alone, the increase was 11.2 
percent. Such average daily sales are shown to have been 204,938 M. c. f. for 


the year ending October 31, 1951 and Panhandle’s witness estimated such sales 
for the year 1952 at a figure 30 percent higher. 

In the winter season of 1950-51, when Panhandle was operating under the 
Commission’s emergency rules,” there were 44 days of partial curtailment of 
interruptible service and none of firm service. Since that winter season, the 
system design capacity has been increased from 550,000 M. c. f. to 850,000 M. ec. f. 

The testimony, which was given in mid-December 1951 following a spell of 
cold weather in November when there was a mean average temperature of minus 
1 degree on the system, is that there was no curtailment of service at that 
time, and that as of the date the witness testified Panhandle had received no 
requests from any of its so-called full requirements utility customers for gas 
service to industries on either a firm or an interruptible basis that the company 
was unable to satisfy. From all such uncontradicted testimony, it cannot be said 
that there is a probability of a necessary curtailment of firm service during the 
winter seasons of 1951-52 and 1952-53. 

It is further shown by the evidence that the efficient operation of a gas pipe- 
line system such as Panhandle’s requires a dump and interruptible load spread 
throughout the length of the pipeline, and that the greater direct control the 
pipeline operating staff has in handling such loads, the more flexible and efficient 
will be the system operation, because the availability of dump or interruptible 
gas at any given point on the line at a given time does not necessarily indicate 
that there is also dump or interruptible gas at the same time some hundreds 
of miles distant. It is, therefore, desirable for the pipeline company to have 
interruptible or dump sales customers at various points throughout the system. 


Interim order issued Dec. 7, 1949, Docket G—1240, 8 F. P. C. 1339. 
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In opinion, 10 F. 2. C. 328, 337, the Commission said : 
Under these principles, Panhandle shall not make direct sales (not for 
resale), except to its previously recognized direct firm customers, not ex- 
ceeding 3,000 M. c. f. unless and until Panhandle is at the same time making 
available to its public utility and other resale customers the proportionate 
amounts provided for above. 
The testimony narrated above (supra, p. 637) is that Panhandle has received 
no demands for gas service from any of its so-called full requirements utility 
customers that it has not met as late as the date of the hearing herein. It is 
clear beyond a doubt to the examiner that, from the uncontradicted evidence 
adduced, Panhandle has a substantial volume of “valley” gas available from time 
to time for interruptible or dump service. 

Public convenience and necessity.—Where the natural-gas company’s experi- 
ence, as disclosed by the evidence in this record, shows that it has a substantial 
volume of “valley” gas, that is, gas not taken by contract demand customers, it 
would appear not only reasonable but equitable and in the public interest that the 
company should be allowed to sell such “valley” gas and obtain revenue therefrom. 
Here the company is ready and able to deliver all gas contracted for, even though 
not taken, and if allowed to dispose of such “valley” gas the revenue received 
therefrom inures to the credit of the contract customers because such revenue 
tends to reduce operating expenses and fixed charges, and thus eventually re- 
dounds to the benefit of ultimate consumers as reflected in the company’s overall 
rates. Moreover, the contract here involved for proposed interruptible and dump 
service is for volumes of gas that are entirely subordinate to the demands of all 
contract customers as shown by the limitation provision of the contract which 
specifically states: 

Panhandle will have natural gas available for sale to Cooperative here- 
under only on such days as (a) no curtailment step is in effect on Pan- 
handle’s pipe line system, (b) when Panhandle has gas available in excess 
of its commitments to its other customers to whom gas is being sold on 
other than a temporary or dump basis, * * *. 

It is concluded that present public convenience and necessity require the con- 
struction and operation of the proposed facilities, but upon the conditions herein- 
after stated. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that: 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” within 
the meaning of the act, as heretofore found by the Commission (4 F. P. C. 1081). 

(2) On February 15, 1951, Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein or (b) the issuance of a certificate of public convenience and neces- 
sity, pursuant to section 7 of the act, authorizing the construction and operation 
of (1) a stub lateral 6%-inch O. D. pipeline, approximately 390 feet in length, 
extending from Panhandle’s existing Quincy lateral pipeline to the Palmyra 
electric generating plant owned and operated by Northeast Missouri Electric 
Power Cooperative (Cooperative) near the city of Palmyra, Mo., for the purpose 
of transporting natural gas to such plant; and (2) a meter together with appur- 
tenant and necessary equipment on Cooperative’s property, adjacent to said 
Quincy lateral, at a point to be mutually agreed upon, for the purpose of measur- 
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ing and automatically recording the volume of natural gas proposed to be deliv- 
ered at said generating plant. 


3) Under date of December 15, 1950, Panhandle entered into a gas contract 
with Cooperative for the sale and delivery to Cooperative of varying volumes of 
natural gas, but not in excess of 1200 M. c. f. per day. Such contract is for a 
period of five years, commencing with the date of the initial delivery of gas 
thereunder, and thereafter, unless and until such contract shall be terminated 
by either party on sixty days’ prior written notice to the other. 


(4) Panhandle proposes to deliver natural gas pursuant to said contract 
through the above-described facilities to Cooperative on a temporary or dump 
basis for use by Cooperative in said Palmyra generating plant. 

(5) The sale and delivery of gas is limited by such contract to only such days 
as (a) no curtailment step is in effect on Panhandle’s pipeline system, (b) w hen 
’anhandle has gas available in excess of its commitments to its other customers 
to whom gas is being sold on other than a temporary or dump basis, and (¢) when 
pressure conditions on Panhandle’s pipeline system permit deliveries of such ex- 
cess or dump gas to Cooperative. 

(6) The facilities hereinbefore described are proposed to be used by Panhandle 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and for the purpose of measuring and automatically 
recording the volume of all gas delivered, and the construction and operation 
thereof by Panhandle are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(7) Panhandle is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements. rules and regulations of the Commission there- 
under. 

(8) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas on a temporary or dump basis by 
Panhandle to said Cooperative in the volumes and under the conditions herein- 
after set forth are required by present public convenience and necessity, and a 
certificate therefor should be issued. 


ORDER 


Wherefore, it is ordered. subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that : 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Panhandle Eastern Pipe Line Co., to construct 
and operate the facilities hereinbefore described, and more fully described in 
the application filed in this proceeding and the exhibits appended thereto, for 
the transportation and delivery of natural gas. subject to the jurisdiction of the 
Commission, upon the following terms and conditions : 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of not to exceed 1200 M. c. f. per day of natural gas on a temporary or 
dump basis, and the gas so transported and delivered shall be limited to only 
such days as (i) no curtailment step is in effect on Panhandle’s pipeline system : 
(ii) when Panhandle has gas available in excess of its commitments to its other 
Customers to whom gas is being sold on other than a temporary or dump basis: 
and (iii) when pressure conditions on Panhandle’s pipeline system permit deliv- 
eries of such excess or dump gas to Northeast Missouri Electric Power Cooper- 
ative. 
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(B) Panhandle shall report to the Commission promptly, in writing and under 
oath, the date of the completion of the construction of the facilities herein author- 
ized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of five years from the date of the first delivery of natural gas to said 
Cooperative unless such period shall hereafter be extended by order of the Com- 
mission. 

(D) Panhandle is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to said Cooperative. Such annual report shall 
be made not later than February first in each year, commencing in the year 1953. 

(E) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Filed: June 11,1952. Issued: June 12, 1952. 


MARVIN FARRINGTON, 
Presiding Examiner. 





IN THE MATTER OF 


PANHANDLE EASTERN PIPE LINE COMPANY 


Application for Disclaimer of Jurisdiction or, in the Alternative, 
for a Certificate of Public Convenience and Necessity 


Docket No. G-1714 
Filed June 11, 1952: Issued J une 12. 1952* 
Syllabus 


1. Construction and operation of pipeline laterals which are (1) connected to 
“natural-gas company’s” interstate transmission pipeline, and (2) required 
to transport and deliver gas to direct sale industrial consumers, found to 
be facilities for transportation of natural gas in interstate commerce, sub- 
ject to jurisdiction of Commission under section 1 (b) of Natural Gas 
Act. P. 645. 

2. Certificate issued to Panhandle Eastern Pipe Line Co. authorizing construction 
and operation of facilities for transportation, delivery and measurement 
of natural gas on finding that proposed delivery to General Motors and 
Glass Fibers will not jeopardize Panhandle’s ability to render adequate 
service to all its industrial customers, since Panhandle has a substantial 
volume of “valley” gas available from time to time for proposed interrupt- 
ible service. P. 645. 

3. Public convenience and necessity require that delivery of gas through pro- 
posed facilities shall not exceed aggregate volume of 5,500 M. c. f. per 
day on interruptible basis, and shall be limited to times when volume is 
not needed to meet requirements of other customers receiving an inter- 
ruptible supply. P. 646. 


Farkincton, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act 
(act) in each of which it seeks, in the alternative, (a) a disclaimer by the Com- 
mission of its jurisdiction in the several matters pleaded therein or (b) for issu- 
ance of a certificate of public convenience and necessity authorizing the con- 
struction and operation of the facilities described in each such application for 
rendering direct natural gas service on either an interruptible or dump basis, to 
consumers in Missouri, Illinois, Indiana, and Ohio. 

By order issued December 3, 1951, these proceedings were consolidated for 
purposes of hearing with three other proceedings! instituted by or against 
*anhandle, the subject matters of which are not germane to a disposition of these 

*Initial decision and order became effective as final decision and order of the Commission 
on July 14, 1952. 

1Docket Nos. G—1585 and G—-1837 (now pending before the Commission on joint motion 
of the complainant and defendant to dismiss the proceedings) ; and docket No. G—1754 
(now pending before the Commission on a motion to dismiss made by the intervener and 
also upon a motion to omit the intermediate decision procedure). 
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seven dockets.2. Such order set the consolidated proceedings for public hearing 
commencing December 13, 1951, at which time such hearing was begun before 
the undersigned examiner and concluded December 18, 1951, insofar as these 
seven dockets are concerned. 

This decision relates only to the subject matter of the application in docket 
No. G-1714. 

The intervener, Public Utilities Commission of Ohio, telegraphed the Com- 
mission urging the issuance of a temporary certificate, but did not appear at the 
hearing. 


STATEMENT OF EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the state 
of Delaware with its principal office in Kansas City, Mo., and owns and oper- 
ates an integrated natural gas pipeline system situated in the states of Texas, 
Oklahoma, Kansas, Missouri, Hlinois, Indiana, Ohio and Michigan. The com- 
pany has been determined to be and now is a natural gas company as defined iu 
the act. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma 
and Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in inter- 
state commerce, and sale of natural gas in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial and other uses; 
and also the sale and delivery of natural gas directly to industries and others for 
their own consumption. 

If it shall be determined that the Commission has jurisdiction of the subject 
matter of this application, Panhandle by its application then requests authoriza- 
tion to construct and operate (1) a 6-inch lateral pipeline, approximately 3 miles 
in length; (2) a main line regulator station; (3) a measuring and regulating or 
town border station at or near the northern city limits of Defiance, Ohio, such 
6-inch lateral line to extend from a point on Panhandle’s main pipeline near 
Defiance to such measuring and regulating station; (4) a 4-inch I. D. lateral pipe- 
line, approximately 3 miles in length, extending from the measuring and regu- 
lating or town border station, described above, to the Central Foundry Division 
plant of General Motors Corp., near Defiance, a proposed gas purchaser; and 
(5)measuring facilities at the terminus of said 4-inch lateral adjacent to said 
Central Foundry plant. At said town border station, meters are to be installed 
to measure gas delivered to Glass Fibers, Inc. and also to an existing customer, 
Toledo Edison Co., and a regulator will also be installed to regulate deliveries 
to General Motors Corp. The estimated total cost of all such facilities is $148,300, 
of which $43,870 is to be borne by General Motors Corp., leaving a total of 
$104,430, which Panhandle will defray from current funds on hand. 

In addition to the facilities above described, a 6-inch lateral pipeline is to 
be constructed by and at the expense of Glass Fibers, Inc., a proposed gas pur- 
chaser, and will be owned and operated by it. Such lateral will extend from 
the town border station to the plant of Glass Fibers, Inc., a distance of approxi- 
mately 1.4 miles. 

Panhandle has entered into two industrial gas contracts: (a) with Glass 
Fibers, Inc., to sell and deliver, on an interruptible basis, the entire fuel re- 


2In one of such seven dockets, G-1724, Panhandle recently filed a motion to withdraw 
its application and order permitting withdrawal was entered June 3, 1952. 
84 F. P. C. 1081. 
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quirements of the buyer’s plant at Defiance, Ohio, for a period of 5 years from 
the date of the first delivery of gas, Panhandle, however, not to be obligated 
to deliver in excess of 3,000 M. c¢. f. in any one day, at the price of 35 cents 
per M. c. f.; and (b) with General Motors Corp., to sell and deliver, on an 
interruptible busis, the fuel requirements of the purchaser's Central Foundry 
Division plant at Defiance, Ohio, for a term of 5 years from the initial delivery 
of gas, Panhandle, however, not to be obligated to deliver in excess of 2,500 
M. c.f. in any one day, at the price of 35 cents per M. ¢. f. 

Paragraph 18 of each gas contract reads as follows : 

18. Seller shall have the right to curtail or interrupt deliveries of gas 
to Buyer hereunder, when, in Seller's judgment, such gas is needed to meet 
the requirements of other customers receiving service either directly or 
indirectly, from the pipe line system of Seller, under classifications con 
templating an uninterruptible supply of gas. 

The facilities first above described are to be operated by Panhandle for the 
purpose of transporting, selling, regulating, measuring, and delivering the gas 
proposed to be sold to the two purchasers above named. 

Glass Fibers plant—The Glass Fibers Co., then and theretofere engaged in 
producing glass fiber products for the U. S. Navy, purchased the plant at 
Defiance, Ohio, from Defiance Machine Works in late 1950 as a second source 
for supplying the U. S. Navy with flotation materials for life preservers. In 
consummating the purchase, Glass Fibers received assistance from Navy officials 
in the procurement of necessary priorities, and before actual closing of the pur 
chase, Glass Fibers sought to contract both for electric power and natural gas 
requirements, first through Toledo Edison Co. on a temporary basis, and subse 
quently for gas from Panhandle. Since operation of this plant began, late in 
1950, with a supply of natural gas from Toledo Edison on an interim basis, 
Glass Fibers has been supplying the Navy exclusively under prime contracts 
with flotation material which substitutes for both cork and kapok in life pre 
servers. Without an adequate supply of natural gas, this plant would neces 
sarily cease operations, because the only substitute fuel is propane gas, for a 
supply of which the Glass Fibers officials have approached every known re 
finery without success. Under the contract with Panhandle, Glass Fibers an- 
ticipates interruptions of gas supply from time to time, and while the furnaces 
are operated every day in the year, they could be kept going, that is, kept from 
freezing, with a complete curtailment of gas for as long as one week, and in 
such event fuel oil would be used from delivery standby trucks. Production, 
however, would cease when oil is used to keep the furnaces going. During the 
winter of 1950-1951 only one furnace was put into operation and the gas for 
operating that was 100 M. ¢. f. per day, and the maximum volume of gas in the 
summer of 1951 was 1000 M. ¢. f. per day. On a dollar basis, more electric 
power than natural gas is required in the operation of the plant. 

General Motors plant.—The Company’s plant at Defiance, Ohio, is a modern 
foundry post-war plant that is designed primarily for gray iron and has a 
capacity of ubout 5,000 tons. The principal products produced there are Diesel 
blocks and component parts—the smaller units—for Diesel engines, about one- 
half of which engines are going into the company’s performance of national 
defense contracts. The present fuel for the foundry is No. 4 oil, on which the 


foundry is entirely dependent, but the facilities are equipped for dual fuel, oil 


and natural gas. The plant’s products are critically needed for jet engines and 
when the defense effort reached a point where it appeared there might be a 
short supply of oil, the company began seeking a supply of natural gas, the 
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use of which will also be more economical. A supply of both oil and gas is, 
however, highly desirable and will keep the foundry more flexible in operation 
in the event of an all-out war effort. If natural gas is obtained, an adequate 
supply of oil will always be maintained in the existing 400,000-gallon tank, 
which is about a 60-days’ supply. While the proposed gas supply is to be upon 
an interruptible basis, which is satisfactory, General Motors would accept 
it on a firm basis if gas were available. No assurances have been given by 
Panhandle that gas will be supplied later on a firm basis. At the present time, 
this foundry is consuming a quantity of oil daily that is the equivalent of 1,000 
M. c. f. of natural gas. 


THE ISSUES 


The issues are: (1) Does the Commission have jurisdiction of the subject 
matter of the application? (2) Are the facilities here proposed essential to the 
transportation of natural gas subject to the jurisdiction of the Commission? 
(8) Do public convenience and necessity require the construction and operation 
of the proposed facilities? 

Panhandle’s contention.—Panhandle’s brief deals indiscriminately with all 
seven dockets in these consolidated proceedings and its argument, as to all 
dockets, is that (1) the evidence shows that the facilities proposed to be con- 
structed and operated in connection with the proposed natural gas service relate 
solely and exclusively to direct industrial sales, which sales are not within the 
Commission’s jurisdiction; and (2) that the evidence shows that public conven- 
ience and necessity do require the gas service proposed and the construction and 
operation of the facilities necessary to such service. 

Staff's position—The brief of counsel for the staff likewise deals indiscrimi- 
nately with all seven dockets and the gist of the argument (Staff brief, pp. 5-9) 
is (a) that the facilities necessary to effect a flow and sale of natural gas for 
consumer use, as here proposed, are so intimately associated with interstate 
commerce that, if constructed, they would affect the volume of gas moving into 
the respective states for distribution among the states; (b) that the position 
of the Commission with respect to direct industrial sales of natural gas by a 
“natural-gas company” was succinctly stated in the Commission’s brief filed 
in its behalf as amicus curiae in Panhandle Eastern Pipe Line Company V. 
Michigan Public Service Commission, 341 U. 8. 329 (1950), that is to say: (i) 
the gas which Panhandle proposes to sell is in interstate commerce; (ii) the 
act requires Panhandle to obtain a certificate for the transportation of natural 
gas in interstate commerce to industrial consumers; (iii) the Supreme Court 
in the Panhandle-Indiana case* held that Congress deliberately left with the 
states and not with this Commission the authority to regulate rates and services 
in interstate sales to industrial consumers, and that “the matter of interrupt- 
ing service is one largely related * * * to transportation and thus within the 
jurisdiction of the Federal Power Commission to control, * * *’; (iv) the 
Commission has authority over interstate transportation; and finally (v) that 
since the transportation from an interstate pipeline for sale directly to a con- 
sumer is transportation in interstate commerce, subject to the jurisdiction of the 
Commission as defined in section 1 (b) of the act, section 7 (ce) requires a 
company seeking to establish connections between such line and a consumer to 


obtain a certificate from the Commission authorizing construction and operation 
of the necessary extensions of its pipeline.° 


* Panhandle Eastern Pipe Line Co. v. Public Service Commission of Ind., 332 U. 8. 507. 
5 Citing 5 F. P. C. 43, 50. 
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JURISDICTION 


The jurisdictional question presented by this record is not whether the com- 
pany is subject to the jurisdiction of the Commission. Inquiry here is whether 
the Commission has jurisdiction of the subject matter of the company’s applica- 
tion to construct and operate facilities for the express purpose of making a 
direct delivery and sale of natural gas to an industrial customer. If the evidence 
shows that any of the facilities are to be used for the transportation of natural 
gas in interstate commerce, then clearly jurisdiction of the Commission attaches. 

The instant application and the evidence in support thereof show that the 
lateral for whch Panhandle seeks auhorization to construct and operate is in- 
tended to be used and will be used to transport interstate gas from Panhandle’s 
main pipeline to a connection leading to the purchasers’ plants, thus giving a 
continuous flow interstate of natural gas. 

It now is no longer open to dispute that a pipeline lateral from a “natural- 
gas company’s” interstate transmission pipeline that is required to transport 
and deliver gas to a direct sale consumer is a facility for the transportation of 
natural gas in interstate commerce subject to the jurisdiction of the Commis- 
sion; and the construction and operation of such a lateral are, therefore, subject 
to the requirements of subsections (c) and (e) of section 7 of the act.® 

Panhandle’s ability to perform.—Staff counsel opposes the issuance of a certifi- 
cate mainly if not entirely on the ground that the proposed delivery of gas to 
General Motors and Glass Fibers will or may jeopardize Panhandle’s ability to 
render adequate service to all of its resale and firm industrial customers. The 
examiner is unable to see reality in such apprehension for the reasons fully set 
forth in the intermediate decision filed this day in docket No. G—1612, and con- 
cludes in this docket also that Panhandle has a substantial volume of “valley” 
gas available from time to time for the interruptible service here proposed tu 
be rendered to Glass Fibers, Inc. and General Motors Corp. 

It is concluded that present public convenience and necessity require the con- 


struction and operation of the proposed facilities. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that: 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” within 
the meaning of the act, as heretofore found by the Commission (4 F. P. C. 1081). 

(2) On February 15, 1951, Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein or (b) the issuance of a certificate of public convenience and neces- 
sity, pursuant to section 7 of the act, authorizing the construction and operation 
of (1) a 6-inch lateral pipeline, approximately 3 miles in length; (2) a main line 
regulator station; (3) a measuring and regulating or town border station at or 
near the northern city limits of Defiance, Ohio, such 6-inch lateral line to extend 
from a point on Panhandle’s main pipeline near Defiance to such measuring and 
regulating station; (4) a 4-inch I. D. lateral pipeline, approximately 3 miles in 
length, extending from the measuring and regulating or town border station, de- 
scribed above, to the Central Foundry Division plant of General Motors Corp., 

6 Panhandle Eastern vy. P. 8. C. of Ind., 332 U. S. 507; 3 F. P. C. 1005; 5 F. P. C. 43; 
7B. P. C. 1121. ‘a 
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near Defiance, a proposed gas purchaser; and (5) measuring facilities at the 
terminus of said 4-inch lateral adjacent to said Central Foundry plant. At said 
town border station, meters are to be installed to measure gas delivered to Glass 
Fibers, Inc. and also to an existing customer, Toledo Edison Co., and a regulator 
will also be installed to regulate deliveries to General Motors Corp. 

(3) In addition to the facilities above described, a 6-inch lateral pipeline is 
to be constructed by and at the expense of Glass Fibers, Inc., a proposed gas pur- 
chaser, and will be owned and operated by it. Such lateral will extend from 
the town border station to the plant of Glass Fibers, Inc., a distance of approxi- 
mately 1.4 miles. 

(4) Panhandle has entered into two industrial gas contracts: (a) with Glass 
Fibers, Inc., to sell and deliver, on an interruptible basis, the entire fuel require- 
ments of the buyer's plant at Defiance, Ohio, for a period of 5 years from the 
date of the first delivery of gas, Panhandle, however, not to be obligated to 
deliver in excess of 3,000 M. c. f. in any one day, at the price of 35 cents per 
M. ec. f.: and (b) with General Motors Corp., to sell and deliver, on an inter- 
ruptible basis, the fuel requirements of the purchaser's Central Foundry Divi- 
sion plant at Defiance, Ohio, for a term of 5 years from the initial delivery of 
gas, Panhandle, however, not to be obligated to deliver in excess of 2,500 M. ¢. f. 
in any one day, at the price of 35 cents per M. c. f. 

(5) Panhandle proposes to deliver natural gas pursuant to said contracts 
through the facilities described in paragraph (2) above to the purchasers on an 
interruptible basis for processing uses. 

(6) The facilities hereinbefore described are proposed to be used by Panhandle 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and for the purpose of regulating, measuring and 
automatically recording the volume of all gas delivered, and the construction 
and operation thereof by Panhandle are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(7) Panhandle is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(8) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas on an interruptible basis by Panhandle 
to said purchasers in the volumes and under the conditions hereinafter set forth 
are required by present public convenience and necessity, and a certificate there- 
for should be issued. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

A certificate of public convnience and necessity be and the same is hereby issued 
authorizing the applicant, Panhandle Eastern Pipe Line Co., to construct and 
operate the facilities described in paragraph (2) above, and more fully described 
in the application filed in this proceeding and the exhibits appended thereto 
for the transportation and delivery of natural gas, subject to the jurisdiction 
of the Commission, upon the following terms and conditions: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of not to exceed an aggregate total volume of 5,500 M. c. f. per day of 
hatural gas on an interruptible basis, and the gas so transported and delivered 
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shall be limited to such times as such volume is not needed to meet the require- 
ments of other customers receiving service, either directly or indirectly from 
Panhandle’s pipeline system, under classifications contemplating an uninter- 
ruptible supply of gas. 

(B) Panhandle shall report to the Commission promptly, in writing and 
under oath, the date of the completion of the construction of the facilities herein 
authorized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of five years from the date of the first delivery of natural gas to said 
purchasers, respectively, unless such period shall hereafter be extended by order 
of the Commission. 

(DD) Panhandle is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to each of said purchasers. Such annual re- 
port shall be made not later than February first in each year, commencing in 
the year 1953. 

(E) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Filed: June 11,1952. Issued June 12, 1952. 

MARVIN FARRINGTON, 
Presiding Examiner. 





In THE MATTER OF 


PANHANDLE EASTERN PIPE LINE COMPANY 


Application for Disclaimer of Jurisdiction or, in the Alternative, for 
a Certificate of Public Convenience and Necessity 


Docket No. G-1715 
Filed June 11, 1952; Issued June 12, 1952* 
Syllabus 


1. Construction and operation of measuring station and other measuring 
equipment which will be an integral part of pipeline system found to be 
facilities for transportation of natural gas in interstate commerce, sub- 
ject to jurisdiction of Commission under section 1 (b) of Natural Gas 
Act. P. 652. 

. Certificate issued to Panhandle Eastern Pipe Line Co. authorizing construction 
and operation of facilities for regulating flow of and delivering and 
measuring natural gas on finding that applicant has substantial volume 
of “valley” gas available from time to time for proposed temporary or 
dump service to city of Jacksonville, Ill. P. 652. 

Public convenience and necessity require, and contract provides that delivery 
of gas be limited to only such days as (1) no curtailment step is in effect 
on applicant’s pipeline system, (2) applicant has gas available in excess 
of its commitments to its other customers to whom gas is sold on other 
than temporary or dump basis, and (3) pressure conditions on applicant's 
pipeline system permit deliveries of such excess or dump gas to Jackson- 
ville. P. 653. 


FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act 
(act) in each of which it seeks, in the alternative, (a) a disclaimer by the Com- 
mission of its jurisdiction in the several matters pleaded therein or (b) for is- 
suance of a certificate of public convenience and necessity authorizing the con- 
struction and operation of the facilities described in each such application for 
rendering direct natural gas service, on either an interruptible or dump basis, 
to consumers in Missouri, Illinois, Indiana, and Ohio. 

By order issued December 3, 1951, these proceedings were consolidated for 
purposes of hearing with three other proceedings’ instituted by or against Pan- 
handle, the subject matters of which are not germane to a disposition of these 


*Initial decision and order became effective as final decision and order of the Commission 
on July 14, 1952. 

1 Docket Nos. G—1585 and G—1837 (now pending before the Commission on joint motion 
of the complainant and defendant to dismiss the proceedings) ; and docket No, G—1754 
(now pending before the Commission on a motion to dismiss made by the intervener and 
also upon a motion to omit the intermediate decision procedure). 
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seven dockets.’ Such order set the consolidated proceedings for public hearing 
commencing December 13, 1951, at which time such hearing was begun before 
the undersigned examiner and concluded December 18, 1951, insofar as these 
seven dockets are concerned. 

This decision relates only to the subject matter of the application in docket 
No. G—1715. 

There is no opposition to the proposed sale, save by the staff, and the only 
intervener to appear at the hearing was the proposed customer, city of Jack- 
sonville, Ill., which appeared by counsel and offered evidence respecting its need 
for natural gas, and otherwise supported the application. 


STATEMENT OF EVIDENCE 


anhandle is a corporation organized and existing under the laws of the 
state of Delaware with its principal office in Kansas City, Mo., and owns and 
operates an integrated natural gas pipeline system situated in the states of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. The 
company has been determined to be and now is a natural gas company as defined 
in the act.® 

*anhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facili- 
ties appurtenant thereto and is engaged in the transportation of natural gas 
in interstate commerce and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses; and also the sale and delivery of natural gas directly to industries 
and others for their own consumption. 

If it shall be determined that the Commission has jurisdiction of the subject 
matter of this application, Panhandle then requests authorization to construct 
and operate (1) a measuring and regulating station on its existing 8-inch I.D. 
Jacksonville lateral pipeline in Morgan County, Ill. (presently used to serve the 
city of Jacksonville) at the point of interconnection with a lateral pipeline 
which the city of Jacksonville proposes to construct, own and operate; and 
(2) to install, maintain and operate a meter or meters and other appurtenant 
equipment for measuring deliveries of gas proposed to be sold to the city. The 
estimated total cost of such facilities is $6,425.00, which Panhandle will defray 
from current funds on hand. 

The facilities proposed are to be operated by Panhandle for the purpose of 
regulating the flow of and delivering and measuring the natural gas proposed 
to be sold. 

Panhandle has entered into a written contract, dated February 15, 1951, 
with the city of Jacksonville, Ill, for the sale by Panhandle and purchase by 
the city of natural gas in varying amounts up to but not in excess of 1,000 M. c. f. 
per day, on a temporary or dump basis, for use as fuel in Jacksonville’s munici- 
pal electric generating power plant, on days when Panhandle has excess or 
dump gas available for sale. The contract is for a term of seven years com- 
mencing with the initial deliveries of gas thereunder, and thereafter unless and 
until terminated by either party on 60 days’ prior written notice to the other. 
The price of the gas to be delivered under said agreement is 28 cents per M. ec. f. 


2In one of such seven dockets, G—1724, Panhandle recently filed a motion to withdraw 
its application and order permitting withdrawal was entered June 3, 1952. 
34 F. P. C. 1081. 
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Such price is, however, subject to renegotiation at the end of the third and fifth 
years of the contract term. 








Paragraph (9) of the contract between the parties reads as follows: 


Panhandle will have natural gas available for sale to Jacksonville here- 
under only on such days as (a) no curtailment step is in effect on Panhandle’s 
pipe line system, (b) when Panhandle has gas available in excess of its 
commitments to its other customers to whom gas is being sold on other than 












































a temporary or dump basis and (¢) when pressure conditions on Panhan- 
dle’s pipe line system permit deliveries of such excess or dump gas to Jack- 
sonville: accordingly, the obligation of Panhandle to deliver and sell gas 
hereunder shall at all times be subject to Panhandle’s right to suspend 
deliveries of gas hereunder for any period or periods of time if it is unable 
to deliver gas for any of the aforesaid reasons. 


The city of Jacksonville is an Illinois municipal corporation, and as such 
owns and operates a municipal electric light and power plant and system under 
and by virtue of the authority of the Municipal Ownership Act of Illinois. 

The construction of such plant was initially completed in 1939 and was 
financed by a grant of $189,000 from Public Works Administration, and $389,000 
principal amount of revenue obligations issued by the city and payable solely 
and only from the revenues of the plant and system. 

Such plant and system is located in Jacksonville, IL, operating in competition 
with Illinois Power Co., and serving domestic, industrial and municipal users 
within the corporate limits of the city of Jacksonville and territory immedi- 
ately adjacent thereto. 

As originally constructed, the generating plant was a Diesel operated generat- 
ing station with three Diesel engine units operating on fuel oil, with a total 
installed capacity of 2090 kilowatts. The distribution system covers the entire 
city of Jacksonville and makes electric service available to private individuals 
and corporations in the city and in the territory immediately adjacent thereto. 

An initial reduction in electric rates available to the public generally, averag- 
ing approximately 3314 percent below the rates then available in the area in- 
volved at the time of commencement of operation, was made and has been pre- 
served since completion of coustruction, notwithstanding greatly increased costs 
of operation due to progressively increased fuel prices and the increase in labor 
and material costs generally. 

The amount of electricity delivered by such plant and system to the con- 
sumers in the area served has shown a constant and rapid increase which has 
necessitated expansions of the generating plant in 1942 and in 1948 and now 
requires the further expansion of such plant. 

The total installed capacity of the plant has been increased by such expan- 
sions to a total of 4890 kilowatts. The expansion currently authorized will add 
an additional 2500 kilowatts, making a total installed capacity of 7390 kilowatts. 

$y ordinance approved on the 28th of May, 1951, Jacksonville has authorized 
the construction of extensions and improvements to its municipal electric plant 
at a total cost of $750,000. 

Such expansion includes the conversion of Diesel engines Nos. 4 and 5 to 
permit fuel operation on either fuel oil or natural gas, and the installation of 
a new engine, of the dual fuel type, operating on either fuel oil or natural gas. 

Such expansion program is necessitated by the experienced and reasonably 
contemplated normal increase in electric energy requirements in the city of 
Jacksonville and its immediately adjacent territory. 
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The current expansion of the municipal electric plant is to be accomplished 
entirely by the issuance of electric revenue bonds payable solely and only from 
the revenues to be derived from said plant and system. 

Jacksonville has heretofore awarded contracts of purchase of all of the ma- 
terials required in the construction of its contemplated expansion, except as 
to certain building materials required for the addition to its plant and not 
considered of critical nature. 

Upon the conversion of engines Nos. 4 and 5, of Jacksonville’s plant, and 
installation of engine No. 6, such dual fuel units will at all times require at 
least 5 percent fuel oil for ignition purposes but will operate automatically 
from 5 percent fuel oil to 100 percent fuel oil. No operating or engineering 
problem would arise under short-notice curtailment of natural gas supply as 
contemplated by the contract between Jacksonville and Panhandle. 

In order to enable Jacksonville to receive gas from Panhandle, Jacksonville 


is required under the gas purchase contract to build, own and maintain a 4- 
inch I. 1D. pipe line approximately 4,112 feet in length from its generating plant 
to the measuring and regulating station proposed to be constructed by Pan- 
handle on its existing &-inch I. D. Jacksonville lateral. The necessary pipe 


for this construction has been acquired by Jacksonville and is on hand, properly 
coated, and available for use as soon as the contemplated connection is au- 
thorized. 

Fuel oil storage available at Jacksonville’s plant is 80,000 gallons and is con- 
sidered adequate for all contemplated requirements under all known conditions 
of operation. 

The present average price of fuel oil, based on the preceding year’s operation, 
was 9.543 cents per gallon, which equals 0.668 cent per kilowatt-hour where 100 
percent oil fuel is used. If natural gas is used at 28 cents per M. c. f., the cost per 
kilowat-hour is estimated at 0.337 cent per kilowatt-hour. 


THE ISSUES 


The issues are: (1) Does the Commission have jurisdiction of the subject mat- 
ter of the application? (2) Are the facilities here proposed essential to the trans- 
portation of natural gas subject to the jurisdiction of the Commission (3) Do 
public convenience and necessity require the construction and operation of the 
proposed facilities ? 

Panhandle’s contention.—Panhandle’s brief deals with all seven dockets in 
these consolidated proceedings and its argument as to all dockets is that (1) the 
evidence shows that the facilities proposed to be constructed and operated in 
connection with the proposed natural gas service relate solely and exclusively 
to direct industrial sales, which sales are not within the Commission's juris- 
diction; and (2) that the evidence shows that public convenience and necessity 
do require the gas service proposed and the construction and operation of the 
facilities necessary to such service. 

Staff's position —Counsel for the staff likewise deals indiscriminately with 
all seven dockets and the essence of the argument (Staff brief, pp. 5-9) is (a) 
that the facilities necessary to effect a flow and sale of natural gas for consumer 
use, as here proposed, are so intimately associated with interstate commerce 
that, if constructed, they would affect the volume of gas moving into the respec 
tive states for distribution among the states; (b) the position of the Commission 
with respect to direct industrial sales of natural gas by a “natural-gas com- 
pany” was succinctly stated in the Commission’s brief filed in its behalf as 
amicus curiae in Panhandle Eastern Pipe Line Company vy. Michigan Public 
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Service Commission, 341 U. S. 329 (1950) that is to say: (i) the gas which 
Panhandle proposes to sell is in interstate commerce; (ii) the Act requires Pan- 
handle to obtain a certificate for the transportation of natural gas in interstate 
commerce to industrial consumers; (iii) the Supreme Court in the Panhandle- 
Indiana case* held that Congress deliberately left with the states and not with 
this Commission the authority to regulate rates and services in interstate sales 
to industrial consumers, and that “the matter of interrupting service is one 
largely related * * * to transportation and thus within the jurisdiction of the 
Federal Power Commission to control, * * * ”; (iv) the Commission has author- 
ity over interstate transportation; and finally (v) that since the transportation 
from an interstate pipeline for sale directly to a consumer is transportation in 
interstate commerce, subject to the jurisdiction of the Commission as defined 
in section 1(b) of the act, section 7(c) requires a company seeking to establish 
connections between such line and a consumer to obtain a certificate from the 
Commission authorizing construction and operation of the necessary extensions 
of its pipeline.® , 

JURISDICTION 


The jurisdictional question presented by this record is not whether the com- 
pany is subject to the jurisdiction of the Commission. Inquiry here is whether 
the Commission has jurisdiction of the subject matter of the company’s appli- 
cation to construct and operate facilities for the express purpose of making a 
direct delivery and sale of natural gas to an industrial consumer. 

The evidence shows that the facilities are to be used as an integral part of the 
pipeline system for the transportation of natural gas in interstate commerce. 
The Commission has held that the construction and operation of identical facili- 
ties for like purposes is subject to its jurisdiction (Northern Natural Gas Co., 
7 ¥F. P.C., 1068). 

Panhandle’s ability to perform.—Staff counsel opposes the issuance of a cer- 
tificate mainly if not entirely on the ground that the proposed sale and delivery 
of gas to the city of Jacksonville will or may jeopardize Panhandle’s ability to 
render adequate service to all of its resale and firm industrial customers. The 
examiner is unable to see reality in such apprehension for reasons fully set forth 
in the intermediate decision filed this day in docket No. G—1612, and concludes 
in this docket also that Panhandle has a substantial volume of “valley” gas 
available from time to time for the temporary or dump service here proposed to 
be rendered to the city of Jacksonville. 

It is concluded that public convenience and necessity require the construction 
and operation of the proposed facilities, but upon the conditions hereinafter stated. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that: 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” within 
the meaning of the act, as heretofore found by the Commission (4 F. P. C. 1081). 

(2) On June 15, 1951, Panhandle filed an application in the alternative seek- 
ing (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein or (b) the issuance of a certificate of public convenience and neces- 


* Panhandle Eastern Pipe Line Co. v. Public Service Commission of Indiana, 332 U. 8S. 507. 
® Citing 5 F. P. C. 43, 50. 
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sity, pursuant to section 7 of the act, authorizing the construction and opera- 
tion of (1) a measuring and regulating station on its existing 8-inch I. D. Jack- 
sonville lateral pipeline in Morgan County, Ill. (presently used to serve the city 
of Jacksonville) at the point of interconnection with a lateral pipeline which 
the city of Jacksonville proposes to construct, own and operate; and (2) to 
install, maintain and operate a meter or meters and other appurtenant equip- 
ment for measuring deliveries of gas proposed to be sold to the city. 

(3) Under date of February 15, 1951, Panhandle entered into a gas contract 
with the city of Jacksonville, Il, for the sale and delivery to the city of vary- 
ing volumes of natural gas, but not in excess of 1000 M. c. f. per day. Such con- 
tract is for a period of 7 years, commencing with the date of the initial delivery 
of gas thereunder, and thereafter, unless and until such contract shall be termi- 
nated by either party on 60 days’ prior written notice to the other. 

(4) Panhandle proposes to deliver natural gas pursuant to said contract through 
the above described facilities to the city on a temporary or dump basis for use 
by the city in its municipal electric generating plant. 

(5) The sale and delivery of gas is limited by such contract to only such 
days as (a) no curtailment step is in effect on Panhandle’s pipeline system 
(b) when Panhandle has gas available in excess of its commitments to its other 
customers to whom gas is being sold on other than a temporary or dump basis, 
and (¢c) when pressure conditions on Panhandle’s pipeline system permit de- 
liveries of such excess or dump gas to said city. 

(6) The facilities hereinbefore described are proposed to be used by Pan- 
handle in the transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and for the purpose of regulating the flow 
of and delivering and measuring all gas delivered, and the construction and op- 
eration thereof by Panhandle are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(7) Panhandle is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(8) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas on a temporary or dump basis by 
Panhandle to the city of Jacksonville in the volumes and under the conditions 
hereinafter set forth are required by present public convenience and necessity, 
and a certificate therefor should be issued. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby is- 
Sued authorizing the applicant, Panhandle Eastern Pipe Line Co., to construct 
and operate the facilities hereinbefore described, and more fully described in 
the application filed in this proceeding and the exhibits appended thereto, for 
the transportation and delivery of natural gas, subject to the jurisdiction of the 
Commission, upon the following terms and conditions: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of not to exceed 1000 M. c. f. per day of natural gas on a temporary 
or dump basis, and the gas so transported and delivered shall be limited to only 
such days as (i) no curtailment step is in effect on Panhandle’s pipeline system ; 
(ii) when Panhandle has gas available in excess of its commitments to its other 

304039—57——-44 





654 FEDERAL POWER COMMISSION 


customers to whom gas is being sold on other than a temporary or dump basis; 
and (iii) when pressure conditions on Panhandle’s pipeline system permit de- 
liveries of such excess or dump gas to the city of Jacksonville’s municipal 
electric generating plant. 

(B) Panhandle shall report to the Commission promptly, in writing and un- 
der oath, the date of the completion of the construction of the facilities herein 
authorized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of 5 years from the date of the first delivery of natural gas to said city's 
generating plant unless such period shall hereafter be extended by order of the 
Commission. 

(D) Panhandle is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to said Jacksonville Electric generating plant. 
Such annual report shall be made not later than February first in each year, 
commencing in the year 1953. 

(E) This certificate is not transferable and shall be effective only so long as 

*anhandle continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Filed: June 11, 1952. Issued: June 12, 1952. 

MARVIN FARRINGTON, 
Presiding Examiner. 





IN THE MATTER OF 


PANHANDLE EASTERN PIPE LINE COMPANY 


Application for Disclaimer of Jurisdiction or, in the Alternative, 
for a Certificate of Public Convenience and Necessity 


Docket No. G—-1722 
Filed June 11, 1952; Issued June 12, 1952 * 
Syllabus 


. Construction and operation of measuring station and other measuring equip- 
ment which will be an integral part of pipeline system found to be facilities 
for transportation of natural gas in interstate commerce, subject to juris- 
diction of Commission under section 1 (b) of Natural Gas Act. P. 658. 

2. Certificate issued to Panhandle Eastern Pipe Line Co. authorizing construction 
and operation of facilities for regulating flow and delivering and measur- 
ing natural gas on finding that applicant has substantial volume of “valley” 
gas available from time to time for interruptible or dump service to Alsey 
Brick & Tile Co. P. 659. 

Public convenience and necessity warrant the interruptible sale of gas, even 
though there will be partial displacement of competitive fuel. P. 658. 
Public convenience and necessity require that delivery of gas through pro- 
posed facilities shall not exceed 1,500 M. ¢. f. per day on interruptible 
basis, and shall be limited to times when volume is not needed to meet re- 
quirements of other customers receiving an uninterruptible supply. P. 660. 


Farrinaton, Presiding Haraminer: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act 
(act) in each of which it seeks, in the alternative, (a) a disclaimer by the Com- 
mission of its jurisdiction in the several matters pleaded therein or (b) for issu- 
ance of a certificate of public convenience and necessity authorizing the construc- 
tion and operation of the facilities described in each such application for rendering 
direct natural gas service, on either an interruptible or dump basis, to consumers 
in Missouri, Illinois, Indiana, and Ohio. 

By order issued December 3, 1951, these proceedings were consolidated for pur- 
poses of hearing with three other proceedings! instituted by or against Pan- 
handle, the subject matters of which are not germane to a disposition of these 
seven dockets... Such order set the consolidated proceedings for public hearing 


*Initial decision and order became effective as final decision and order of the Commission 
on July 14, 1952. 


1 Docket Nos. G-1585 and G-—1837 (now pending before the Commission on joint motion 


of the complainant and defendant to dismiss the proceedings) ; and Docket No. G-1754 
(now pending before the Commission on a motion to dismiss made by the intervener and 
also upon a motion to omit the intermediate decision procedure). 

2In one of such seven dockets, G-1724, Panhandle recently filed a motion to withdraw 
its application and order permitting withdrawal was entered June 3, 1952. 
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commencing December 13, 1951, at which time such hearing was begun before the 
undersigned examiner and concluded December 18, 1951, insofar as these seven 
dockets are concerned. 

This decision relates only to the subject matter of the application in docket 
G-1722. 

The proposed sale is opposed by the staff and also by the joint interveners, 
National Coal Association and United Mine Workers of America. 


STATEMENT OF EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the state 
of Delaware with its principal office in Kansas City, Mo., and owns and operates 
an integrated natural gas pipeline system situated in the states of Texas, Okla- 
homa, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. The company 
has been determined to be and now is a natural gas company as defined in 
the act.* 

*anhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in inter- 
state commerce and the sale of natural gas in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
uses; and also the sale and delivery of natural gas directly to industries and 
others for their own consumption. 

If it shall be determined that the Commission has jurisdiction of the subject 
matter of this application, Panhandle then requests authorization to construct 
and operate (1) a measuring and regulating station on its existing main pipeline, 
north of the town of Alsey, IIL, at the point of connection with a 3-inch lateral 
service pipeline which The Alsey Brick & Tile Co. proposes to construct, own, 
and operate, at its own expense, which service line will extend from Panhandle’s 
pipeline to the Alsey Co. plant, a distance of 0.58 mile; and (2) to install, main- 
tain and operate a meter or meters and other appurtenant equipment for meas- 
uring deliveries of gas proposed to be sold to the Alsey Co. The estimated total 
cost of such facilities is $7,525, which Panhandle will defray from current funds 
on hand. 

The facilities proposed are to be operated by Panhandle for the purpose of 
regulating the flow of and delivering and measuring the natural gas proposed 
to be sold. 

Panhandle has entered into an industrial gas contract with the Alsey Co. to 
Sell and deliver, on an interruptible basis, the natural gas fuel requirements 
of the periodic kilns and dryers in the buyer's plant at Alsey, Ill., for the 
manufacturing of fire brick. The contract is for a period of 3 years from the 
date of the first delivery of gas. Panhandle, however, is not obligated to deliver 
volumes of gas in excess of 1,500 M. ce. f. in any one day, and the price is 30 
cents per M.c.f. Paragraph 18 of such contract reads as follows: 


18. Seller shall have the right to curtail or interrupt deliveries of gas to 
sSuyer hereunder, when, in Seller’s judgment, such gas is needed to meet 
the requirements of other customers receiving service either directly or indi- 
rectly, from the pipeline system of Seller, under classifications contemplating 
an uninterruptible supply of gas. 


84 F. P. C. 1081. 
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The Alsey Brick & Tile Co. owns and operates a fire brick and refractory plant 
at Alsey, Ill., which is equipped with periodic kilns and dryers. About 75 
percent of the Company’s production is sold to steel companies located in the 
Chicago area. The remainder of its product goes to the oil, brick and sewer 
pipe industries. Alsey’s principal purposes in seeking natural gas are low cost 
of fuel and the fact that the use of gas would increase its production of brick 
because not only less time would be required to burn the kilns, but a better 
product would be produced owing to more perfect control over the uniform 
distribution of heat. Coal is the fuel now used, and about 6,000 tons are burned 
annually. If natural gas is obtained, during the interruption of gas deliveries the 
gas jets would be moved and the use of coal would be resumed. 

Alsey proposes to spend approximately $11,500 to equip its kilns and dryers 
for burning gas and also to construct a 3-inch service pipeline extending from its 
plant to the measuring and regulating station which Panhandle here proposes 
to construct on its main pipeline. The pipe for such service line has not been 
purchased, but pipe sellers have offered to sell the necesary pipe whenever needed. 
The Alsey Co. estimates that, on an annual basis, its average minimum daily 
requirements of natural gas will be about 400 M. c. f. and its maximum daily need 
800 M. c. f., but expects to get ali of it during the summer months. While the 
contract volume of not to exceed 1,500 M. c. f. in any one day is greater than 
the Alsey Co. can use at present, it is propesed to build several additional kilns 
and the company will probably need a greater supply than its estimated minimum 
and maximum daily needs. The cost of coal delivered to the plant, on car, is 
$7.10 per ton plus cartage from cars to the kiln, and when fired to the kiln such 
cost approximates $9.50 per thousand of finished brick. Based upon the experi- 
ence of other brick manufacturers, the Alsey Co. estimates that natural gas will 
cost it $7.50 per thousand finished brick, and on a basis of such estimates there 
will be a saving of $2 per thousand brick on an estimated production of five 
million brick per year. 

rHE ISSUFS 


The issues are: (1) Does the Commission have jurisdiction of the subject 
matter of the application? (2) Are the facilities here proposed essential to the 
transportation of natural gas subject to the jurisdiction of the Commission? 
(3) Do public convenience and necessity require the construction and operation 
of the proposed facilities? 


CONTENTIONS 


Panhandle’s contention Panhandle’s brief deals with all seven dockets in 
these consolidated proceedings and its argument as to all dockets is that (1) 
the evidence shows that the facilities proposed to be constructed and operated 
in connection with the proposed natural gas service relate solely and exclusively 
to direct industrial sales, which sales are not within the Commission’s jurisdic- 
tion; and (2) that the evidence shows that public convenience and necessity do 
require the gas service proposed and the construction and operation of the facil- 
ities necessary to such service. 

Staff’s position Counsel for the staff likewise deals indiscriminately with all 
seven dockets and the essence of the argument (staff brief, pp. 5-9) is (a) that 
the facilities necessary to effect a flow and sale of natural gas for consumer 
use, as here proposed, are so intimately associated with interstate commerce 
that, if constructed, they would affect the volume of gas moving into the respec- 
tive states for distribution among the states; (b) the position of the Commis- 
sion with respect to direct industrial sales of natural gas by_a “natural-gas 
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company” was succinctly stated in the Commission's brief filed in its behalf as 
amicus curiae in Panhandle Eastern Pipe Line Co. v. Michigan Public Service 
Commission, 341 U. 8S. 329 (1950), that is to say: (i) the gas which Panhandle 
proposes to sell is in interstate commerce; (ii) the act requires Panhandle 
to obtain a certificate for the transportation of natural gas in interstate com- 
merce to industrial consumers ; (iii) the Supreme Court in the Panhandle-Indiana 
case* held that Congress deliberately left with the states and not with this 
Comnission the authority to regulate rates and services in interstate Sales 
to industrial consumers, and that “the matter of interrupting service is one 
largely related * * * to transportation and thus within the jurisdiction of the 
Federal Power Commission to control, * * *”; (iv) the Commission has authority 
over interstate transportation; and finally (v) that since the transportation 
from an interstate pipeline for sale directly to a consumer is transportation in 
interstate commerce, subject to the jurisdiction of the Commission as defined 
in section 1 (bh) of the act, section 7 (c) requires a company seeking to establish 
connections between such line and a consumer to obtain a certificate from the 
Commission authorizing construction and operation of the necessary extensions 
of its pipeline.® 

Interveners’ opposition.—The salient point of the joint interveners’ argu- 
ment is that this gas purchaser has successfully used coal in the production 
of fire brick and, therefore, there will be at least a partial displacement of a 
competitive fuel without an adequate showing by evidence that public con 
venience and necessity will be subserved by the use of natural gas. The argu- 
ment is essentially the same as these interveners made Jn the Matter of Trans- 
continental Gas Pipe Line Corp., docket No. G-1783, 11 F. P. C. 605. In that case 
the gas was to be sold on an interruptible basis and used for boiler fuel, 
and, under the unusual circumstances in which that pipeline had a surplus of 
unsalable gas on its line, it was held that public convenience and necessity 
warranted the interruptible sale of gas for such purpose. The interveners’ 
argument here, if carried to its logical conclusion, would bar all sales of natural 
gas on any basis for an industrial purpose if a competitive fuel, such as coal, 
has been or could be satisfactorily used instead of natural gas. It is believed 
the argument was properly answered in the above intermediate decision in 
docket No. G-1783 (11 F. P. C. 605, 611), and reference thereto is made for the 
argument made here. 


JURISDICTION 


The jurisdictional question presented by this record is not whether the com- 


pany is subject to the jurisdiction of the Commission. Inquiry here is whether 


the Commission has jurisdiction of the subject matter of the company’s appli- 


cation to construct and operate facilities for the express purpose of making a 
direct delivery and sale of natural gas to an industrial consumer. 

The evidence shows that the facilities are to be used as an integral part of 
the pipeline system for the transportation of natural gas in interstate com- 
merce. The Commission has held that the construction and operation of identical 
facilities for like purposes is subject to its jurisdiction (Northern Natural Gas 
Ce., TF. P. C., 188). 

Panhandle’s ability to perform.—Staff counsel opposes the issuance of a certifi- 
cate mainly if not entirely on the ground that the proposed sale and delivery of 
gas to the Alsey Co. will or may jeopardize Panhandle’s ability to render adequate 


* Panhandle Eastern Pipe Line Co. vy. Public Service Commission of Indiana, 332 U. S. 507. 
5 Citing 5 F. P. C. 43, 50. 
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service to all of its resale and firm industrial customers. The examiner is unable 
to see reality in such apprehension for reasons fully set forth in the intermediate 
decision filed this day in docket No. G—1612, and concludes in this docket also that 
*anhandle has a substantial volume of “valley” gas available from time to time 
for the interruptible service here proposed to be rendered to The Alsey Brick 
& Tile Co. 

It is concluded that public convenience and necessity require the construc- 
tion and operation of the proposed facilities, but upon the conditions hereinafter 
stated. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that : 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” within 
the meaning of the act, as heretofore found by the Commission (4 F. P. C. 1081). 

(2) On June 20, 1951 Panhandle filed an application in the alternative seek- 
ing (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein cr (b) the issuance of a certificate of public convenience and neces- 
sity, pursuant to section 7 of the act, authorizing the construction and opera- 
tion of (1) a measuring and regulating station on its existing main pipeline, 
north of the town of Alsey, IIL, at the point of connection with a 3-inch lateral 
service pipeline which The Alsey Brick & Tile Co. proposes to construct, own, 
and operate, at its own expense, which service line will extend from Panhandle’s 
pipeline to the Alsey Co. plant, a distance of 0.58 mile; and (2) to install, main- 
tain and operate a meter or meters and other appurtenant equipment for meas- 
uring deliveries of gas proposed to be sold to the Alsey Co. 

(3) In addition to the facilities above described, a 3-inch service lateral 
pipeline is to be constructed by and at the expense of The Alsey Brick & Tile 
Co. and will be owned and operated by it. Such lateral will extend from its 
plant to the measuring and regulating station which Panhandle here proposes 
to construct on its main pipeline, a distance of 0.58 mile. 

(4) Under date of March 12, 1951, Panhandle entered into an industrial gas 
contract with The Alsey Brick & Tile Co. for the sale and delivery, on an in- 
terruptible basis, of the fuel requirements of the Periodic Kilns and Dryers in 
the buyer’s plant at Alsey, Ill., for a period of three years from the date of the 
first delivery of gas, with the proviso that Panhandle shall not be obligated to 
deliver volumes of gas in excess of 1,500 M. c. f. in any one day. The contract 
price of the gas is 30 cents per M. ¢. f. 

(5) The facilities described in paragraph (2) above are proposed to be used 
by Panhandle in the transportation of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and for the purpose of regulating, 
measuring and automatically recording the volume of all gas delivered, and the 
construction and operation thereof by Panhandle are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(6) Panhandle is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(7) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas, on an interruptible basis, by Pan- 
handle to said purchaser in the volumes aud under the conditions hereinafter 
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set forth, are required by present public convenience and necessity, and a cer- 
tificate therefor should be issued. 
ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Panhandle Eastern Pipe Line Co., to construct 
and operate the facilities described in paragraph (2) above, and more fully 
described in the application filed in this proceeding and the exhibits appended 
thereto, for the transportation and delivery of natural gas, subject to the 
jurisdiction of the Commission, upon the following terms and conditions: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of not to exceed 1,500 M. ec. f. per day of natural gas on an interruptible 
basis, and the gas so transported and delivered shall be limited to such times 
as such volume is not needed to meet the requirements of other customers re- 
ceiving service, either directly or indirectly from Panhandle’s pipeline system, 
under classifications contemplating an uninterruptible supply of gas. 

(B) Panhandle shall report to the Commission promptly, in writing and under 
oath, the date of the completion of the construction of the facilities herein 
authorized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of three years from the date of the first delivery of natural gas to said 
purchaser, unless such period shall hereafter be extended by order of the 
Commission. 

(D) Panhandle is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to said purchaser. Such annual report shall 
be made not later than February first in each year, commencing in the year 1953. 

(E) This certificate is not transferable and shall be effective only so long 
as Panhandle continues the operation hereby authorized in accordance with 
the provisions of the Natural Gas Act and all pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 

Filed: June 11,1952. Issued: June 12, 1952. 

MARVIN FARRINGTON, 
Presiding Examiner. 





IN THE MATTER OF 


PANHANDLE EASTERN PIPE LINE COMPANY 


Application for Disclaimer of Jurisdiction or, in the Alternative, for 
Certificate of Public Convenience and Necessity 


Docket No. G—1723 
Filed June 11, 1952; Issued June 12, 1952* 


Syllabus 


. Construction and operation of regulating stations in Vermillion County, Ind. 
and Poke County, Ind., which will be an integral part of pipeline system 
for transportation of natural gas in interstate commerce, held to be 
subject to jurisdiction of Commission under section 1 (b) of Natural Gas 
Act. P. 665. 

2. Certificate issued to Panhandle Eastern Pipe Line Co. authorizing construction 
and operation of facilities for regulation, delivery and measurement of 
natural gas on finding that applicant has substantial volume of “valley” 
gas available from time to time for interruptible or dump service to Clay 
City Products Co. P. 665. 

3. Public convenience and necessity warrant the interruptible sale of gas, even 
though there will be partial displacement of competitive fuel. P. 664. 

. Public convenience and necessity require that delivery of gas through pro- 
posed facilities shall not exceed aggregate total volume of 4500 M. c. f. per 
day on an interruptible basis, and shall be limited to times when it is not 
needed to meet requirements of other customers receiving an interruptible 
supply. P. 666. 


FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act 
(act) in each of which it seeks, in the alternative (a) a disclaimer by the Com- 
mission of its jurisdiction in the several matters pleaded therein or (b) for 
issuance of a certificate of public convenience and necessity authorizing the con- 
struction and operation of the facilities described in each such application for 
rendering direct natural gas service, on either an interruptible or dump basis, 
to consumers in Missouri, Illinois, Indiana, and Ohio. 

By order issued December 3, 1951, these proceedings were consolidated for 
purposes of hearing with three other proceedings ! instituted by or against Pan- 


*Initial decision and order became effective as final decision and order of the Commission 
on July 14, 1952. 

1 Docket Nos. G-1585 and G—1837 (now pending before the Commission on joint motion 
of the complainant and defendant to dismiss the proceedings) ; and docket No. G—1754 
(now pending before the Commission on a motion to dismiss made by the intervener and 
also upon a motion to omit the intermediate decision procedure). ° 
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handle, the subject matters of which are not germane to a disposition of these 
seven dockets.2, Such order set the consolidated proceedings for public hearing 
commencing December 13, 1951, at which time such hearing was begun before 
the undersigned examiner and concluded December 18, 1951 insofar as these 
seven dockets are concerned. 

This decision relates only to the subject matter of the application in docket 
No. G-1723. This application was superseded by an amended application filed 
December 21, 1951. 

The proposed sale is opposed by the staff and also by the joint interveners, 
National Coal Association and United Mine Workers of America. 


STATEMENT OF EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the 
state of Delaware with its principal office in Kansas City, Mo., and owns and 
operates an integrated natural gas pipe line system situated in the states of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. The 
company has been determined to be and now is a natural gas company as defined 
in the act.’ 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern terminal in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in 
interstate commerce and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses; and also the sale and delivery of natural gas directly to industries 
and others for their own consumption. 

If it shall be determined that the Commission has jurisdiction of the subject 
matter of this amended application, Panhandle then requests authorization to 
construct and operate (1) a measuring and regulating station on its main pipe- 
line in Vermillion County, Ind., at a convenient point northwest of the fire brick 
plant of Clay City Products Co., near Montezuma, Ind., together with a meter 
or meters and such other appurtenant equipment as may be required to measure 
the proposed deliveries of gas to said consumer; and (2) a measuring and regu- 
lating station on its main pipeline in Parke County, Ind., at a convenient point 
northwest of the vitrified tile plant of Clay City Products Co., near Mecca, Ind., 
together with a meter or meters and such other appurtenant equipment as may 
be required to measure the proposed deliveries of gas to said consumer. The 
estimated total cost of such facilities is $15,050, which Panhandle will defray 
from current funds on hand. 

The facilities proposed are to be operated by Panhandle for the purpose of 
regulating the flow of and delivering and measuring the natural gas proposed to 
be sold. 

Panhandle has entered into two industrial gas contracts with Clay City Prod- 
ucts Co. dated, respectively, March 12 and May 15, 1951, in each of which it 
agrees to sell and deliver, on an interruptible basis, the natural gas fuel require- 
ments for the periodic kilns, dryers and boilers in the purchaser’s fire brick and 
vitrified tile manufacturing plants, one near Montezuma and the other near 
Mecca, Ind. Panhandle, however, is not obligated by such contracts to deliver, 








2In one of such seven dockets, G-1724, Panhandle recently filed a motion to withdraw 
its application and order permitting withdrawal was entered June 3, 1952. 
84 F. P. C. 1081. 
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in any one day, volumes of gas in excess of 1,500 M. ce. f. for consumption at the 
plant near Montezuma, and not in excess of 3,000 M. c. f. for consumption at the 
plant near Mecca. Each contract is for a period of 3 years from the date of the 
first delivery of gas. The price of the gas at the Montezuma plant is 30 cents 
per M. ec. f. for the first two years and 32 cents per M. c. f. for the third year. 
The price for the Mecca plant is 30 cents per M. c. f. It was testified that the 
price differential between the two plants is due to the greater cost of the service 
pipeline construction which the gas purchaser must expend to pipe gas to the 
plant at Mecca. 

*aragraph 18 of each contract reads as follows: 

18. Seller shall have the right to curtail or interrupt deliveries of gas to 
3uyer hereunder, when, in Seller’s judgment, such gas is needed to meet the 
requirements of other customers receiving service either directly or indi- 
rectly, from the pipeline system of Seller, under classifications contemplating 
an uninterruptible supply of gas. 

Such gas purchase contracts require the gas purchaser to construct, maintain 
and operate, at its own expense, (1) a 3-inch service pipeline from the plant near 
Montezuma to Panhandle’s regulating and measuring station to be constructed in 
Vermillion County, a distance approximating 0.80 mile; and (2) a 4-inch service 
pipeline about 6% miles in length, from the plant near Mecca to Panhandle’s 
regulating and measuring station to be constructed in Parke County. 

Clay City Products Co. owns and operates a fire brick plant in Indiana, near 
Montezuma, and a vitrified tile plant at Mecca, Ind. The company’s brick prod- 
ucts are sold largely to jobbers, and its tile to air fields and atomic energy plants. 
Coal is and has been the fuel used in the periodic kilns and driers in both plants. 
The company also has three plants in Ohio, in two of which natural gas is the 
basic fuel used, some of which comes from the Texas Eastern’s line. The com- 
pany’s experience with gas at those plants has shown that with natural gas a 
greater economy is obtained over the use of coal, and also a uniformly better 
color of brick. 

The company’s principal reason for seeking gas for fuel in its Indiana plants, 
based on its experience with gas in the Ohio plants, is that it would cost less per 
thousand brick and its use will require less labor. Due to the operation of the 
Wabash Ordnance Plant in the vicinity of Montezuma and Mecca, the labor sup- 
ply is very competitive and scarce. Under the gas purchase contracts with 
*anhandle, the company expects to receive, on an average, a minimum of 435 
M. c. f. per day and a maximum of 875 M. c. f. per day in the Montezuma plant, 
and a daily minimum of 770 M. c. f. and daily maximum of 1,540 M. ce. f. at the 
Mecca plant, during a period of 250 days per calendar year, with the greater 
volume being received during May through September, when the company’s pro- 
duction is at its highest; and as much as is obtainable in the fall and winter 
months. 

If the purchase and sale of gas here proposed is consummated by Commission 
authority, the Clay City company would use such gas as its principal fuel in 
the Indiana plants, turning to coal during interruptions of gas deliveries. 


THE ISSUES 


The issues are: (1) Does the Commission have jurisdiction of the subject matter 
of the amended application? (2) Are the facilities here proposed essential to the 
transportation of natural gas subject to the jurisdiction of the Commission? 
(3) Do public convenience and necessity require the construction and operation 
of the proposed facilities ? 
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Panhandle’s contention—Panhandle’s brief deals with all seven dockets in 
these consolidated proceedings and its argument as to all dockets is that (1) the 
evidence shows that the facilities proposed to be constructed and operated in 
connection with the proposed natural gas service relate solely and exclusively to 
direct industrial sales, which sales are not within the Commission’s jurisdiction; 
and (2) that the evidence shows that public convenience and necessity do re- 
quire the gas service proposed and the construction and operation of the facilities 
necessary to such service. 

Staff's position.—Counsel for the staff likewise deals indiscriminately with all 
seven dockets and the essence of the argument (staff brief, pp. 5-9) is (a) that 
the facilities necessary to effect a flow and sale of natural gas for consumer use, 
as here proposed, are so intimately associated with interstate commerce that, if 
constructed, they would affect the volume of gas moving into the respective states 
for distribution among the states; (b) the position of the Commission with re- 
spect to direct industrial sales of natural gas by a “natural-gas company” was 
succinctly stated in the Commission’s brief filed in its behalf as amicus curiae 
in Panhandle Eastern Pipe Line Co. v. Michigan Public Service Commission, 
341 U. 8S. 329 (1950), that is to say: (i) the gas which Panhandle proposes to 
sell is in interstate commerce; (ii) the act requires Panhandle to obtain a cer- 
tificate for the transportation of natural gas in interstate commerce to industrial 
consumers; (iii) the Supreme Court in the Panhandle-Indiana case‘ held that 
Congress deliberately left with the states and not with the Commission the 
authority to regulate rates and services in interstate sales to industrial con- 
sumers, and that “the matter of interrupting service is one largely related * * * 
to transportation and thus within the jurisdiction of the Federal Power Com- 
mission to control, * * *’; (iv) the Commission has authority over interstate 
transportation; and finally (v) that since the transportation from an interstate 
pipeline for sale directly to a consumer is transportation in interstate commerce, 
subject to the jurisdiction of the Commission as defined in section 1 (b) of the 
act, section 7 (c) requires a company seeking to establish connections between 
such line and a consumer to obtain a certificate from the Commission authoriz- 
ing construction and operation of the necessary extensions of its pipeline.5 

Interveners’ opposition.—The salient point of the joint interveners’ argument 
is that this gas purchaser has successfully used coal in the production of fire 
brick and vitrified tile and, therefore, there will be at least a partial displace- 
ment of a competitive fuel without an adequate showing by evidence that public 
convenience and necessity will be subserved by the use of natural gas. The 
argument is essentially the same as these interveners made Jn the Matter of 
Trancontinental Gas Pipe Line Corp., docket No. G-1783, 11 F. P. C. 605. In that 
case, the gas was to be sold on an interruptible basis and used for boiler fuel, 
und, under the unusual circumstances in which that pipeline had a surplus 
of unsalable gas in its line, it was held that public convenience and necessity 
warranted the interruptible sale of gas for such purpose. The interveners’ ar- 
gument here, if carried to its logical conclusion, would bar all sales of natural gas 
on any basis for an industrial purpose if a competitive fuel, such as coal, has 
been or could be satisfactorily used instead of natural gas. It is believed the 
argument was properly answered in above such decision (11 F. P. C. 605, 611), and 
reference thereto is made for the argument made here. 


* Panhandle Eastern Pipe Line Co. v. Public Service Commission of Ind., 332 U. 8. 
5 Citing 5 F. P. C. 43, 50. 
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JURISDICTION 


The jurisdictional question presented by this record is not whether the com- 
pany is subject to the jurisdiction of the Commission. Inquiry here is whether 
the Commission has jurisdiction of the subject matter of the company’s amended 
application to construct and operate facilities for the express purpose of making 
a direct delivery and sale of natural gas to an industrial consumer. 

The evidence shows that the facilities are to be used as an integral part of the 
pipeline system for the transportation of natural gas in interstate commerce. 
The Commission has held that the construction and operation of identical facili- 
ties for like purposes is subject to its jurisdiction (Northern Natural Gas Co., 
7 F. P. C., 1068). 

Panhandle’s ability to perform.—Staff counsel opposes the issuance of a cer- 
tificate mainly if not entirely on the ground that the proposed sale and de- 
livery of gas to the Clay City company will or may jeopardize Panhandle’s 
ability to render adequate service to all of its resale and firm industrial cus- 
tomers. The examiner is unable to see reality in such apprehension for reasons 
fully set forth in the intermediate decision filed this day in docket No. G—1612, 
and concludes in this docket also that Panhandle has a substantial volume of 
“valley” gas available from time to time for the interruptible service here pro- 
posed to be rendered to Clay City Products Co. 

It is concluded that public convenience and necessity require the construc- 
tion and operation of the proposed facilities, but upon the conditions hereinafter 
stated. 

FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument 
of counsel, as well as upon the preceding portions of this decision, it is further 
found and concluded that: 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” 
within the meaning of the act, as heretofore found by the Commission (4 F. P. C. 
1081). 

(2) On June 20, 1951 Panhandle filed an application in the alternative seeking 
(a) a disclaimer by the Commission of its jurisdiction in the matter set forth 
therein or (b) the issuance of a certificate of public convenience and neces- 
sity, pursuant to section 7 of the act, authorizing the construction and opera- 
tion of (1) a measuring and regulating station on its existing main pipe line 
in Vermillion County, Ind., at a convenient point northwest of the fire brick 
plant of Clay City Products Co., near Montezuma, Ind., together with a meter 
or meters and such other appurtenant equipment as may be required to measure 
the proposed deliveries of gas; and (2) a measuring and regulating station on its 
main pipeline in Parke County, Ind., at a convenient point northwest of the 
vitrified tile plant of Clay City Products Co., near Mecca, Ind., together with a 
meter or meters and such other appurtenant equipment as may be necessary to 
measure the proposed deliveries of gas. 

(3) In addition to the facilities above described, The Clay City Products 
Co. is to construct, maintain and operate, at its own expense, two service lateral 
pipelines to enable it to receive natural gas from Panhandle, one of which will 
be a 3-inch line extending from its plant near Montezuma to the measuring 
and regulating station to be constructed by Panhandle in Vermillion County, 
Ind., a distance of about 0.80 mile; and the other a 4-inch line between its plant 
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near Mecca and Panhandle’s measuring and regulating station to be constructed 
in Parke County, a distance of about 614 miles. 

(4) The facilities described in paragraph (2) above are proposed to be used 
by Panhandle in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and for the purpose of regulat- 
ing, measuring and automatically recording the volume of all gas delivered, and 
the construction and operation thereof by Panhandle are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(5) Panhandle is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(6) The construction and operation of the facilities proposed herein for the 
transportation and delivery of natural gas, on an interruptible basis, by Pan- 
handle to said purchaser in the volumes and under the conditions hereinafter 
set forth, are required by present public convenience and necessity, and a cer- 
tificate therefor should be issued. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Panhandle Eastern Pipe Line Co., to construct 
and operate the facilities described in paragraph (2) above, and more fully de- 
scribed in the amended application filed in this proceeding and the exhibits 
appended thereto, for the transportation and delivery of natural gas, subject to 
the jurisdiction of the Commission, upon the following terms and conditions: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of not to exceed an aggregate total volume of 4500 M. c. f. per day of 
natural gas on an interruptible basis, and the gas so transported and delivered 
shall be limited to such times as such volume is not needed to meet the full 
requirements of other customers receiving service, either directly or indirectly, 
from Panhandle’s pipeline system, under classifications contemplating an unin- 
terruptible supply of gas. 

(B) Panhandle shall report to the Commission promptly, in writing and under 
oath, the date of the completion of the construction of the facilities herein author- 
ized and the date of the commencement of operation thereof. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of three years from the date of the first delivery of natural gas to said 
purchaser's respective plants unless such period shall hereafter be extended by 
order of the Commission. 

(D) Panhandle is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to each of said plants. Such annual report 
shall be made not later than February first in each year, commencing in the 
year 1953. 


(E) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Filed: June 11,1952. Issued: June 12, 1952. 


MARVIN FARRINGTON, 
Presiding Examiner. 
































In THE MATTERS OF 


WARWICK GAS CORPORATION, BANGOR GAS COMPANY, 
CITIZENS GAS COMPANY, PEN ARGYLE GAS COMPANY, 
CRYSTAL CITY GAS COMPANY, AND NEW RIVER GAS 
COMPANY 


Applications Under Section 7, Subsections (a) and (c) of Natural 
Gas Act 


Docket Nos. G—1476, G—1479, G-1480, G-1481, G—-1501, and G-1514 
Filed August 1, 1952; Issued August 4, 1952* 


Syllabus 


— 


. Under section 7 (a) of Natural Gas Act, Manufacturers Light & Heat Co. and 
Home Gas Co., subsidiaries of Columbia System, are ordered to establish 
physical connection and sell natural gas to Bangor and Citizens com- 
panies and to Crystal Gas Co. upon findings that such interconnections 
are in the public interest and will not impair ability of Manufacturers and 
Home to render adequate service or place an undue burden on com- 
panies. P. 678. 

2. Section 7 (a) of act authorizing connection unless it “would impair ability to 
render adequate service to its customers” construed to include only meas- 
urable impairment, not one so small as to create only de minimus effect. 
P. 672. 

3. Section 7 (a) of act does not intend that impairment of ability to serve be 
measured by requirements of existing customers in perpetuity as against 
present and future public convenience and necessity of new or other quali- 
fied customers. P. 677. 

4. Application under section 7 (a) of act to require Atlantic Seaboard to enlarge 
its facilities to serve New River Gas Co. dismissed without prejudice 
upon finding that (a) New River does not have necessary State authoriza- 
tion to serve and hence is not qualified applicant; (b) Seaboard’s ability 
to serve existing customers would be impaired: (c) proposed industrial 
sales are not required by present or future public convenience and neces- 
sity; and (d) economic feasibility of plan is not shown. P. 669. 

5. Certificates of public convenience and necessity granted to Bangor, Pen 
Argyl, Citizens, and Crystal City authorizing construction and operation 
of proposed facilities for transportation and sale of natural gas. P. 677. 


*Order issued by Commission on October 3, 1952, modifying this decision and affirming 
it as modified, infra, page 682. 
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€. Upon review, Commission modifies examiner’s decision by imposing limitation 
upon deliveries of gas to Bangor, pending merger of that company with 
Pen Argyl. P. 682. 


Morris Birnbaum and Donald Beebe for Warwick Gas Corp. 

Thomas B. K. Ringe and Frank L. Luce, Jr. for Bangor Gas Co., 
Citizens Gas Co., and Pen Argyl Gas Co. 

Jerome L. Alper for New River Gas Co. 

George D. Braun and Claude B. Wagoner for Crystal City Gas Co. 

Milton C. Baldridge, J.C. Peterson, Brooks FE. Smith and B. J. Pet- 
tigrew for Home Gas Co., Manufacturers Light & Heat Co. and Atlan- 
tic Seaboard Corp. 

Louis L. Da Pra for staff of the Federal Power Commission. 


WoopaLL, Presiding Examiner: This consolidated proceeding is upon applica- 
tions for orders to be issued by the Commission under section 7 (a) of the Natural 
Gas Act directing certain subsidiary companies of The Columbia Gas System, 
Ine. (Columbia) to establish physical connection and sell natural gas to certain 
applicant companies as follows: 

Home Gas Co. (Home) to serve Crystal City Gas Co. (Crystal City), 
The Manufacturers Light & Heat Co. (Manufacturers) to serve Bangor Gas 
Co. (Bangor), Pen Argyl Gas Co. (Pen Argyl), and Citizens Gas Co. (Citi- 
zens), and Atlantic Seaboard Corp. (Seaboard) to serve New River Gas Co. 
(New River). 
Each of the applicants except Warwick also seeks authorization! to construct 
and operate laterals connecting their respective distribution systems with the 
transmission lines of Columbia’s subsidiaries respectively. 

Enlargement of transportation facilities.—Because each of the applicants pro- 
poses to construct its own connecting lateral there is no issue involved here as 
to whether an order under section 7 (a) would compel the enlargement of the 
transportation system of any of Columbia’s subsidiaries by way of lateral con- 
struction. Except as to Seaboard’s main transmission pipeline, Columbia’s 
witnesses concede that transportation facilities are now adequate to render the 
respective services here sought. Although the engineering evidence is not defini- 
tive, the uncontroverted evidence requires the finding that the Seaboard line 
would require additional compressor capacity to serve New River. Except as 
to New River, this provision of section 7 (a) would not bar the entry of orders 
by the Commission that the service sought by the other applicants be rendered. 
Witness Ryder, vice-president of Seaboard, testified that about 800 additional 
horsepower of compression would be required initially to transport the proposed 
New River load. Later evidence was less definite. It is found from the evidence 
on this record that to serve New River, Seaboard’s transportation facilities would 
have to be enlarged, and it is concluded that the Commission has been denied 
authority by section 7 (a) to compel that to be done. 

What section 7 (a) of the act authorizes.—Section 7 (a) authorizes the Com- 
mission to direct by order a natural-gas company to establish physical connection 
of its transportation facilities with the facilities of, and sell natural gas to, 


1 Counsel for Warwick Gas Corp. appeared at the opening of the hearing and states: 
“We are withdrawing our application at the present time. We sold our construction and 
whatever supplies we had to the Rockland Light & Power (Company), who have picked up 
the franchises which we allowed to drop.” Counsel Donald Beebe made a statement on 
behalf of Rockland Light & Power Co. confirming that state of facts. 
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“any person or municipality engaged or legally authorized to engage in the local 
distribution of natural or artificial gas to the public” whenever, after notice and 
opportunity for hearing, as here had, the Commission finds such action necessary 
or desirable in the public interest and it is not shown that such action will impair 
the ability of the natural gas company to render adequate service to its customers 
or place an undue burden on such company. 

At the threshold is the necessity to determine whether each applicant is 
qualified as the recipient of natural gas under an order of the Commission re- 
quiring the making of a physical connection and the delivery and sale of natural 
gas. 

Crystal City is such a qualified applicant, engaged in the local distribution of 
natural gas at retail in the city of Corning, the village of Painted Post, the town 
of Erwin, the village of Addison, and in the counties of Chemung and Steuben, 
all in the state of New York. It is also legally authorized to serve customers 
along the proposed lateral connecting Crystal's distribution system to the trans- 
mission pipeline of Home. The Public Service Commission of New York em- 
phasized the public-utility obligations of Crystal City to render adequate service 
in the Painted Post area where serious shortage existed during the 1950-51 
winter season. It views the need for the new interconnection as primarily re- 
quired to enable adequate service to existing customers in the existing distribu- 
tion area of Crystal City and views service to new customers along the proposed 
lateral as required by its existing obligations as a utility. 

Bangor is a qualified applicant engaged in the local distribution of propane air 
gas in the boroughs of Bangor and Roseto, and adjacent territory in Pennsylvania 

Citizens is a qualified applicant engaged in the local distribution of propane 
nir gas in the boroughs of Stroudsburg and East Stroudsburg and adjacent terri- 
tory in Pennsylvania. 

Pen Argyl is a qualified applicant engaged in the local distribution of propane air 
gas in the borough of Pen Argyl and adjacent territory in Pennsylvania. 


Vew River Gas Co. (New River) docket No. G-1514 


The following findings and conclusions, which are required by the evidence of 
record, are made: 

1. New River is a Virginia corporation authorized to engage in the business 
of transporting and selling natural gas at wholesale for resale and to distribute 
gas at retail. It proposes to purchase natural gas from Seaboard, a wholly 
owned subsidiary of Columbia and to construct a lateral from Seaboard’s trans 
mission line to Radford, Dublin and Pulaski, Va., a distance of about 55 miles 
Direct industrial sales en route are proposed. Wholesale for resale sales are 
proposed to be made to Southwestern Virginia Gas Co. (Southwestern), an 
intervener in this proceeding, which now distributes artificial gas in Radford 
(butane gas) and Pulaski (propane vapor gas). New River has applied for 
authority from the State Corporation Commission of Virginia to serve the 
community of Dublin, Va., which authority was not shown to have been granted. 
New River has also applied for a franchise from the town of Dublin, Va., 
which the record dees not show has been granted. Under these facts, New 
River, if and when the proposed construction and operation were undertaken, 
would become a natural-gas company, subject to the jurisdiction of the Com 
mission, by reason of the transportation of natural gas in interstate commerce 
and the sale in interstate commerce at wholesale for resale of natural gas. 
Hence, New River is a qualified applicant under section 7 (c) of the act. How- 
ever, while under its charter New River is potentially empowered to engage 
in the local distribution of artificial or natural gas, it is according to the evi- 
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dence neither now so engaged nor is it as yet authorized either by the State 
Corporation Commission of Virginia or by the town of Dublin (or any other 
town or city) to engage in such local distribution. Hence, as the staff con- 
tends, New River is not a qualified applicant under section 7 (a) of the act. 

2. As found above under the analysis of the issue of enlargement of trans- 
portation facilities, the existing facilities of Seaboard do not appear to have 
adequate capacity and pressures to serve the proposed volumes of gas to New 
River without some enlargement of such facilities. While such testimony is 
not as definitive as is desirable, that which is of record and stands uncontra- 
dicted compels that conclusion. Hence, to require the interconnection and de- 
liveries proposed would require the enlargement of Seaboard’s transportation 
facilities, which authority is denied to the Commission by section 7 (a) of the 
act. 

3. Even assuming that which the evidence does not show that New River 
would in fact obtain and make the direct industrial sales which its witnesses 
testified it would make, it is found that Seaboard’s ability to serve its existing 
customers would be impaired by an order requiring it to make the proposed 
deliveries and sales to New River. New River contends that by curtailment 
of interruptible industrial sales by Seaboard or by Columbia, Seaboard would 
be able to make the proposed deliveries to New River so that New River in turn 
could make the substantial industrial sales proposed. 

4. It is not in the public interest to require Seaboard or Columbia to “impair” 
industrial sales so that in turn New River may make industrial sales, and, 
thus, as New River contends, make economic the construction and operation of 
the 55 mile lateral. 

5. It cannot be found that the industrial market envisaged by New River, 
along the lateral or in the towns to be served (either by New River or South- 
western), actually exists. The preponderant weight of the evidence of record 
is that the actual demand for natural gas by the industries enumerated in the 
evidence does not presently exist. It is, therefore, found that the proposed in- 
dustrial sales (either by New River or Southwestern) are not required by the 
present or cognizable future public convenience and necessity. As to the sales 
for resale and local distribution of natural gas in the towns of Radford and 
Pulaski, it is found that they are required by the present and future public con- 
venience and necessity, and it would be in the public interest to make natural gas 
available in such towns instead of the artificial gas now available, if the re- 
quirements of section 7 (a) otherwise permitted the Commission so to order. 

6. The evidence introduced by New River conclusively shows that the sub- 
stantial volume of industrial sales are indispensible to the economic feasibility 
of the construction and operation of the 55-mile lateral. It, therefore, becomes 
necessary to find that the economic feasibility of the proposed construction and 
service has not been shown on this record. Financial ability to construct and 
operate is also not shown. The evidence shows no present ability or source of 
funds to finance the project. The record merely supports the proposition that 
once the economic feasibility and the supply of natural gas is established the 
funds to finance the project would probably become available. No pipe or other 
equipment and supplies to effectuate construction have been shown to be available. 
While it is not intended to be suggested that the sponsors of the project should 
at this stage have entered into firm commitments for pipe, equipment and sup- 

2 While this finding and conclusion alone would dispose of its application under section 


7 (a) of the act, other findings and conclusions under the applicable sections of the act 
are made. 
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plies or funds to finance the project, it nevertheless must be found that such 
essentials of ability and willingness to perform the proposed construction and 
services have not been shown. 

Under the findings and conclusions thus required by the record to be made, 
the applications of New River under sections 7 (a) and 7 (c) must be dismissed 
without prejudice to future applications under the act. 

A proper order is appended hereto. 


Warwick Gas Corp. (Warwick)—docket No. G-1476. 


As indicated above in the procedural analysis, while Warwick’s application 
was not formally withdrawn under the rules, it was not prosecuted because 
Warwick has sold out to Rockland Light and Power Co. Hence, this case was 
not heard and the withdrawal on the record by counsel for Warwick is held 
to operate as a request that its application be dismissed. Such an order will be 
appended hereto. 


Bangor Gas Co. (Bangor)—docket No. G—-1479, Citizens Gas Co. (Citizens)— 
docket No. G—1480, Pen Argyl Gas Co. (Pen Argyl)—docket No. G—1481 


The following findings and conclusions, which are required by the evidence 
of record in these proceedings, are made: 

1. Bangor, Citizens and Pan Argyl are subsidiaries of Pen Fuel Gas, Inc., and 
distribute propane air gas of 750 B. t. u. They are each Pennsylvania public 
utility corporations legally authorized to distribute artificial or natural gas 
locally to the public. Bangor is engaged in the local distribution of gas in the 
boroughs of Bangor and Roseto and environs, and serves about 1,500 consumers. 
Citizens distributes locally in the boroughs of Stroudsburg and East Strouds- 
burg and environs and serves about 3,000 consumers. Pen Argyl serves about 600 
consumers in the borough of Pen Argyl and environs. The great majority of the 
consumption of gas is for cooking and water heating (domestic uses excluding 
house heating). Such domestic use has been calculated to equal about 90 per- 
cent of the total gas distributed in recent years. These 3 companies are quali- 
fied applicants under sections 7 (a) and 7 (c) of the Natural Gas Act. If and 
when Bangor, Citizens, and Pen Argyl construct and operate connecting laterals 
to transport natural gas in interstate commerce, as applied for herein, they 
will be natural-gas companies, subject to the jurisdiction of the Commission. 

2. The existing distribution systems of these 3 companies are insufficient in 
capacity to render adequate artificial gas service to the areas served. Such dis- 
tribution systems, however, would be adequate for the service of natural gas 
proposed to be rendered by reason of the higher B. t. u. content and lower specific 
gravity of natural gas. The availability of natural gas would, therefore, obviate 
a substantial additional investment in distribution facilities to enable the render- 
ing of the proposed natural gas service. The evidence indicates a capital saving 
of almost $200,000 and savings in operating expenses during the first 5 years of 
natural gas distribution in the order of $557,000. The 3 companies represented 
that such savings will be passed on to the public. The distribution of propane 
air gas has been shown to cost the ultimate consumers very high rates in compari- 
son to the rates at which natural gas could be distributed. The availability 
of propane is uncertain, and, hence, the present distribution of propane air gas 
is on a precarious basis. All of these circumstances appear to justify the con- 
clusion that the present distribution of propane air gas by these companies is 
on an unsound basis and cannot meet the public convenience and necessity of 
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the consumers in the areas served. These facts require the finding that it is 
necessary and desirable in the public interest for the Commission to direct by 
order that Manufacturers establish physical connection of its transportation 
facilities (the 14-inch Coatesville-Port Jervis transmission pipeline) with the 
laterals to be constructed by Bangor, Citizens and Pen Argyl and deliver and 
sell natural gas for distribution by these 3 companies in the areas served by 
them, 

3. For Manufacturers to establish such connection will not require the en- 
largement of the transportation facilities of its existing facilities. Its witnesses 
testified that they had sufficient capacity and pressures to deliver the volumes 
applied for by these 3 companies. Bangor, Citizens, and Pen Argyl seek au- 
thorization to construct and operate the laterals required to transport natural 
gas from Manufacturers 14-inch line to the respective areas served. Bangor 
proposes to construct 15,825 feet of 6-inch line at a cost of about $42,786; Pen 
Argyl seeks authority to construct 8,820 feet of 4-inch pipe at a cost of about 
$19,110, from the end of Bangor’s lateral line into Pen Argyl; and Citizens pro- 
poses to construct 6,336 feet of 6-inch pipe at a cost of about $16,497. It is stated 
that Pen Argyl will be merged with Bangor when natural gas is available. 

4. To require Manufacturers to make such interconnections and deliver the 
volumes of gas sought by these 3 companies will not place upon it any “undue 
burden”—in fact, the record discloses no burden other than the installation of a 
meter or measuring station for each of the 2 interconnections, which usual facili- 
ties cannot be deemed a burdensome requirement. 

5. To require Manufacturers to make such deliveries would not “impair its 
ability to render adequate service to its customers”. The volumes of natural 
gas sought by these 3 companies are infinitesimal in comparison to the volumes 
of natural gas sold annually by The Columbia Gas System, Inc. (Columbia), 
of which Manufacturers is a wholly owned subsidiary and in practice an operat- 
ing unit of an integrated system of supply and sale. With this finding the staff 
disagreed in its briefs filed in May and June 1951; but in its briefs filed in May 
1952, after further testimony was taken, the staff recommends this finding. 
Columbia’s witness testified that the deliveries of the volumes of gas applied for 
by these 3 companies would have a de minimus effect upon deliveries by the Co- 
lumbia System to other customers. Other testimony indicated the same ineal- 
culable minimum effect upon line pressures and storage. It is found that, while 
it is axiomatic that these small volumes if delivered to these 3 companies will 
reduce by that much the total system gas available for delivery to others, the 
volumes here applied for by these 3 companies, measured in relation to total 
system volumes of gas or to the volumes available for delivery by Manufac- 
turers are so small as to create a de minimus effect upon Manufacturer's or Co- 
lumbia’s ability to render service to others, or in plain English words, so small 
us to be negligible and without calculable effect on the ability to render service 
to its customers. Columbia through its witnesses assented to the facts here 
found and Columbia’s counsel recognizing such assent stressed repeatedly that 
Columbia was seeking merely to preserve a technical legal position that Columbia 
would not voluntarily agree to serve any new customer so long as its gas sup- 
ply situation left doubtful its ability to serve all of its existing customers the 
full volumes they desired now and would desire in the future. As a matter of 
legal construction of the statutory words “would impair its ability to render 
adequate service to its customers,” it is held, that under these facts here found 
and assented to on the record by Columbia, the delivery of the volumes of gas 
here applied for by these 3 companies would not cause such a prohibited result, 
namely ; any measurable or cognizable impairment. 
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6. Bangor and Pen Argyl seek 541 M. ¢ f. per day, and Citizens seeks 4258 
M. ¢. f. per day from Manufacturers. The volumes thus sought to be contracted 
for represent 5th year peak day requirements as estimated by these companies. 
Total peak day requirements are estimated to increase from 517.5 M. e. f. in 
the first year after receiving natural gas to 969 M. ¢. f. in the 5th year. The 
number of customers are estimated to increase during the first 5 years from 
5,093 (of which all but 36 small industrial customers would be residential or 
commercial users and of which only 154 residential users would consume gas for 
househeating) to 6,504 (of which all but 44 small industrial customers would 
be residential or commercial users and of which only 674 residential users 
would consume gas for househeating). During 1950 these companies served 
4,801 customers (of which all but 36 small industrial customers were residential 
or commercial users and of which only 24 residential users consumed gas for 
househeating). These companies expressed the intention of maintaining their 
propane air plants for standby or peak shaving purposes. The reliability and 
conservativeness of these estimates of requirements are not questioned. It is 
found that these estimates represent reasonable measurements by the best quali- 
fied witnesses of public demand for natural gas in these areas during the first 
5 years after natural gas is available. However, it is clearly indicated that, 
due to the high cost of propane air gas in comparison to prospective rates for 
natural gas, there has been since 1948 a decrease in gas customers and, hence, 
these estimates must be viewed as minimum demands for natural gas during 
this initial 5-year period. However, these companies have limited their re- 
quest to the level indicated and have expressed their willingness to utilize their 
propane air plants for peak shaving should these estimates of peak demand prove 
less than actual peak day demands. It is, therefore, found and concluded that 
the proposed service of natural gas to the public in these areas is and will be 
required by the present and future public convenience and necessity. 

7. Bangor, Pen Argyl and Citizens now have on hand the pipe necessary to 
construct the laterals herein applied for. The financial ability of these companies 
to complete the projects has been established. Funds on hand will be used. 
The proposed construction is adequate for the proposed service. The projects are 
economically feasible. The reduction of operating expenses estimated to result 
from the distribution of natural gas is calculated to permit reasonable returns 
to the companies as well as reduced rates to the consumers. It is found that 
these 3 applicants are willing and able to perform the services proposed in con- 
formity with the law, if and when the natural gas sought herein is delivered and 
sold to them by Manufacturers. 

In summary, the following findings and conclusions are made: 

A. Bangor, Pen Argyl, and Citizens are qualified applicants under sections 
7 (a) and7 (c) of the act. 

B. It is necessary and desirable in the public interest to direct Manufacturers 
to establish physical connection between its 14-inch Coatesville-Port Jervis pipe- 
line and the laterals proposed to be constructed by Bangor, Pen Argyl and Citi- 
zens, and to sell to Bangor and Pen Argyl natural gas up to 541 M. ¢. f. per day 
pursuant to a service agreement executed under its tariff and accepted for filing 
by the Commission, and to sell to Citizens on a similar basis up to 428 M. ¢. f. 

C. Such interconnection, deliveries and sales will not place any undue burden 
on Manufacturers, nor will it compel the enlargement of the transportation facili- 
ties of Manufacturers, nor impair its ability to render adequate service to its 
customers. 

D. Bangor, Pen Argyl and Citizens are willing and able to perform the pro- 
posed services in conformity with the law. 
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E. The proposed services are and will be required by the present and future 
public convenience and necessity. 

Proper orders are appended hereto. 

Crystal City Gas Co. (Crystal City), docket No. G—1501 

The following findings and conclusions, which are required by the evidence of 
record, are made: 

1. Crystal City is a New York public utility corporation legally authorized to 
distribute artificial or natural gas in the city of Corning, the town of Erwin, 
and the villages of Painted Post and Addison, and in the counties of Chemung 
and Steuben, New York; and is actually engaged in the distribution of natural gas 
in these areas. It also sells natural gas at wholesale to New York State Electric 
& Gas Corp. and to Southport Gas Co. It purchases natural gas from North 
Penn Gas Co. It also purchases small volumes of natural gas from 3 producers 
in New York and from New York State Natural Gas Corp., which gas in turn 
is sold to New York State Electric & Gas Corp. for resale in Elmira, N. Y. 
Crystal City is a qualified applicant under sections 7 (a) and 7 (c) of the act, 
and is a natural-gas company subject to the jurisdiction of the Commission.® 

2. Crystal City has applied for a certificate of public convenience and necessity 
to construct and operate a 5%-inch lateral pipeline from the transmission pipe- 
line of Home near the point where said line crosses U. S. Highway 15 in the 
town of Campbell, Steuben County, N. Y., which will be about 3 miles in length. 
The proposed new lateral will connect with its local distribution facilities at their 
northern end, described as the western area of Painted Post, while natural gas 
now purchased from North Penn Gas Co. enters the south end of the system. 
The proposed new lateral connecting with Home’s transmission pipeline is esti- 
mated to cost about $34,721. Pipe for such lateral is on hand and the construc- 
tion of the lateral is estimated to take about one month. If the proposed lateral 
is not authorized, Crystal City will have to construct larger distribution mains 
leading into the Painted Post area, namely, one mile of 10-inch pipe and 21% miles 
of 6-inch pipe at an estimated cost of $64,445, for which neither pipe nor authori- 
zations for pipe are available. The cost of $34,721 for the proposed lateral will 
be paid from funds on hand. The new lateral would permit service along its 
route to an estimated number of 166 customers in a part of its service area not 
now served and would improve service in the Painted Post area, where peak day 
service has been unsatisfactory due to inadequate pressure. Plants of the Corn- 
ing Glass Works and Ingersoll-Rand Co., engaged in defense work, are located 
in the Corning area and new housing construction between Corning and Painted 
Post has increased requirements at the Painted Post end of the distribution sys- 
tem. The alternative cross-town construction would not provide service in the 
area north of Painted Post, which the new lateral would serve. 

3. The nature of the requirements of Crystal City for the 750 M. c. f. of natural 
gas per day is in part geographical and in part due to the limited supplies avail- 
able to it from its present supplier, North Penn Gas Co. Its present supply is 
received at the extreme opposite end of its distribution system from the Painted 
Post area, where housing construction has increased to accommodate the workers 
of that highly industrial area, including Corning Glass Works and Ingersoll- 
Rand Co. Growth of domestic load has occurred and is continuing in that area, 
so that unless the new supply can be introduced from the Painted Post side of 
the area very expensive expansion of distribution facilities and unavailable sup- 
plies of gas will be required. The proposed new lateral of 3 miles of 54-inch 


3 Commission order of November 1, 1949, docket No. G-992 (8 F. P. C. 1235). 
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pipe, for which pipe and supplies are now on hand, would represent a substantial 
saving against the otherwise required one mile of 10-inch pipe plus 2% miles 
of 6-inch pipe, none of which pipe is now on hand. The Public Service Commis- 
sion of New York recommends the proposed solution of the problem of meeting 
the critical demands of the customers of Crystal City. The civil defense authori- 
ties of the State of New York favor this provision of an alternate gas supply from 
Home. These facts require a finding that the public convenience and necessity 
requires the proposed service and the construction of the new interconnection 
between Crystal City’s existing distribution system and Home’s transmission 
system, and that an order requiring Home to establish the physical connection 
and sell natural gas to Crystal City is necessary or desirable in the public interest. 

4. To require Home to establish such connection and to deliver up to 750 M. c. f. 
of gas per day will not require the enlargement of the transportation facilities 
of Home. Columbia’s witnesses testified that existing transportation facilities 
of Home have adequate capacity and pressures to deliver the volumes which 
Crystal City applied for. Nor will Home be placed under any “undue burden” 
in being required to install a meter or measuring station at or near the point of 
interconnection. To require Home to make the deliveries applied for would not 
” The volumes 
sought are so small in relation to system volumes that the effect upon Home or 
the Columbia System would be de minimus. As admitted by Columbia’s wit- 
nesses the amounts sought by Crystal City are so small as to make the effects 
incalculable upon pressures or upon storage field operations. 


“impair its ability to render adequate service to its customers. 


5. The estimates of Crystal City represent the reasonable measurements by 
the best qualified witnesses of public demand for natural gas in this distribution 
area. The delivery of the additional natural gas sought is required by the present 
and future public convenience and necessity. It is in the public interest to re- 
quire Home to make such deliveries. 

6. Crystal City has the pipe required to construct the proposed lateral from 
the point where the transmission pipeline of Home crosses U. 8. Highway 15 
in the town of Campbell, Steuben County, N. Y., to the existing distribution 
facilities of Crystal City in the village of Painted Post, N. ¥. Crystal City also 
has funds available to finance the construction. The proposed lateral construc- 
tion is adequate for the proposed service. The operating results projected estab- 
lish economic feasibility. The savings which are estimated to result appear 
reasonable and are in the public interest. It is found that Crystal City is able 
and willing to perform the proposed service in conformity with the law. 

In summary, the following findings and conclusions are made: 

A. Crystal City is a qualified applicant under sections 7 (a) and 7 (c) of 
the act. 

B. It is necessary and desirable in the public interest to direct Home to estab- 
lish physical connection between its facilities and the lateral proposed to be 
constructed by Crystal City, and to sell to Crystal City 750 M. ¢. f. of natural gas 
per day, pursuant to a service agreement executed under Home’s tariff and 
accepted for filing by the Commission. 

C. Such interconnection, deliveries and sales will not place any undue burden 
on Home, nor will it compel the enlargements of its transportation facilities, nor 
impair its ability to render adequate service to its customers. 

D. Crystal City is willing and able to perform the proposed services in con- 
formity with the law. 

E. The proposed services are and will be required by the present and future 
public convenience and necessity. A proper order is appended hereto. 
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Contentions of Columbia 


No useful purpose will be served by an extensive analysis of Columbia’s ex- 
hibits and other evidence regarding its gas supply and requirements situation. 
Between the opening sessions of the hearing and the reopened sessions a year 
elapsed. During that period Columbia’s situation, even as viewed by their 
exhibits, had vastly changed. It is evident that its supply and requirements 
situation is still fluid. 

The following findings and conclusions, which are required by the evidence of 
record, are made: 

1. The evidence introduced by Columbia on a system-wide basis, in contrast 
to the small volumes of gas sought at particular points on its system, is so com- 
pletely out of focus to the factual and legal issues confronting the Commission 
that such data furnishes no reliable weight of evidence as to Columbia’s ability 
to serve the applicants in this proceeding. Even in the recent, reopened sessions, 
Columbia’s revised showing included so much of incalculable conjecture (1) 
as to sources of supply not yet determined, (2) as to curtailable interruptible 
industrial service by Columbia subsidiaries and Columbia’s wholesale customers, 
(3) as to effective supply during the winter period of 1952-1953 from storage 
(some of which was at the time of the reopened sessions undergoing enlarge- 
ment or proposed increases pursuant to applications then pending before the 
Commission), and (4) as to effective increases of supply by use of stand-by or 
peak-shaving facilities (of Columbia and its wholesale customers) that for the 
purposes of this proceeding, it is found that Columbia’s evidence as to these 
enumerated matters has no probative value and cannot reasonably be relied 
upon for any trustworthy computations relevant to the issues of fact and law 
in these proceedings. Hence, it is found and concluded that none of the evidence 
introduced by Columbia counterweighs against the findings and conclusions 
herein made. 

2. Columbia’s evidence of requirements upon its system by its wholesale cus- 
tomers is found to represent solely a compounding of assertion testimony by 
Columbia’s witnesses without any foundation either in knowledge of actual or 
potential loads of wholesale customers, either as to Classes of sales or specific 
volumes per classes of service, or even in second-hand information of such classi- 
fied character of loads or service supplied by the wholesale customers. No such 
data had been sought or obtained by Columbia according to its witnesses’ testi- 
mony. Perhaps it was in response to these realities of nebulousness of supply 
and requirements data that Columbia’s counsel finally arrived at standing 
squarely upon a legal proposition as the essence of its case, namely, that under 
the act the Commission had no right or duty to require gas service to any new 
customer (even in de minimus amounts and in spite of the most critical public 
convenience and necessity for natural gas service) until Columbia’s supply was 
demonstrably certain and adequate to supply the “asserted” full requirements 
(unverified and unsupported by any witnesses who had any knowledge of the 
facts as to the distribution loads of the wholesale customers of Columbia) for 
the next few years of all of Columbia’s existing customers. This position was 
taken without regard to whether the lowest grades of use of natural gas was 
included in “existing” requirements as against the public convenience and neces- 
sity of home owners for gas with which to cook and heat water. Columbia’s 
contentions boil down to a technical legal position that the Commission must be 
able to find that Columbia has no deficiency of supply adequately to deliver all of 
the gas “asserted” to be needed by its subsidiaries to supply retail require- 
ments in their areas of distribution and all of the gas “asserted” to Columbia 
by its wholesale customers (and “reasserted” by Columbia) to be needed to meet 
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their requirements in their distribution areas for several years in the future 
and without distinction or differentiation as to classes of use, before the Com- 
mission may and should order deliveries by Columbia of infinitesimally small 
amounts of indispensable cooking and waterheating gas for householders in 
these small communities which lie immediately adjacent to Columbia’s trans- 
mission lines and which have been orphaned from service by Columbia for a 
period of years. However, as to such technical legal position, it appears of rec- 
ord that Columbia will be willing so to serve these small companies if the Com- 
mission orders such service. 

3. It is concluded as a matter of law that Columbia’s contentions are unsup- 
ported by substantial evidence and unfounded in law. It is held that section 
7 (a) requires the findings and conclusion herein made on this record, and that 
that section of the act does not intend that impairment, even when shown to be 
measurable, as it has not here been shown to be, shall be measured by the require- 
ments rights of Columbia’s existing customers in perpetuity as against the pres- 
ent public interest or the present and future public convenience and necessity 
of new or other qualified customers, who apply for such service. In terms of 
the statutory tests, it is found and concluded that: 

A. It is necessary and desirable in the public interest that Columbia, through 
the enumerated subsidiary companies, serve natural gas as specified herein to 
Bangor, Citizens, Pen Argyl, and Crystal City. But as to New River the opposite 
is found and concluded. 

B. To require such service in the public interest does not require Columbia, 
or any subsidiary thereof, to enlarge its transportation facilities, places no un- 
due burden upon any subsidiary of Columbia, and does not impair the ability 
of Columbia, or any subsidiary thereof, to render adequate service under the act 
to its customers. 

C. Columbia has presented no evidence to the contrary of the findings and 
conclusions herein made, none of its evidence of record herein having ascertain- 
able trustworthiness or measurable probative weight bearing upon the issues 
herein involved. Under any construction the evidence introduced by Columbia 
does not consiitute substantial evidence contrary to these findings and con- 
clusions upon these issues. 


Contentions of other parties 


The findings and conclusions herein made dispose of and are intended to sup- 
port or reject, as the case may be, all of the contentions of all parties to this 
proceeding. Believing it is evident from the record herein how this decision 
treats each such contention, more detailed identification is deemed unnecessary 
and superfluous. 


ORDERS 


Wherefore, it is ordered, in the respective docketed proceedings herein con 
solidated for hearing, subject to review by the Commission on appeal, or on its 
own motion, as provided in its rules of practice and procedure, that: 

I. In the matter of Warwick Gas Corp., docket No. G-1476: The applica- 
tion herein be and the same is hereby dismissed as, in effect, requested by 
applicant. 

II. In the matter of New River Gas Co., docket No. G-1514: The applica- 
tion herein be and the same is hereby denied without prejudice. 

III. In the matter of Bangor Gas Co., docket No. G—1479: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant to construct and operate the facilities proposed 


in this proceeding, as more fully described in its applicatien and evidence 
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herein, for the transportation and sale of natural gas, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

B. This certificate is not transferable and shall be effective only so long as 
the applicant continues the operation hereby authorized, in accordance with 
the provisions of the Natural Gas Act and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

C. The applicant shall report to the Commission, under oath, the dates of 
completion of the construction and of commencement of operations of the fa- 
cilities herein authorized. 

DD. Respondent, The Manufacturers Light and Heat Co., shall establish physi- 
cal connection of its natural-gas transmission pipeline facilities near Bangor, 
Pa., with the proposed lateral pipe line facilities of Bangor Gas Co., authorized 
herein, and shall sell and deliver to Bangor Gas Co., through such intercon- 
nection the volumes of natural gas required by Bangor Gas Co., for resale and 
service for ultimate public consumption in the areas now served by Bangor 
Gas Co., not in excess of 425 M. c. f. per day, subject to the further orders of 
the Commission, upon the terms and conditions of its tariff now on file with 
the Commission. 

IV. In the matter of Citizens Gas Co., docket No. G-1480: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant to construct and operate the facilities proposed 
in this proceeding, as more fully described in its application and evidence herein, 
for the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

B. This certificate is not transferable and shall be effective only so long as 
the applicant continues the operation hereby authorized, in accordance with 
the provisions of the Natural Gas Act and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

C. The applicant shall report to the Commission, under oath, the dates of 
completion of the construction and of commencement of operations of the fa- 
cilities herein authorized. 

LD. Respondent, The Manufacturers Light and Heat Co., shall establish physi- 
eal connection of its natural-gas transmission pipeline facilities near Strouds- 
burg, Pa., with the proposed lateral pipeline facilities of Citizens Gas Co., au- 
thorized herein, and shall sell and deliver to Citizens Gas Co. through such inter- 
connection the volumes of natural gas required by Citizens Gas Co., for resale 
and service for ultimate public consumption in the areas now served by Citi- 
zens Gas Co., not in excess of 428 M. c. f. per day, subject to the further orders 
of the Commission, upon the terms and conditions of its tariff now on file with 
the Commission. 

V. In the matter of Pen Argyle Gas Co., docket No. G—-1481: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant to construct and operate the facilities proposed 
in this proceeding, as more fully described in its application and evidence herein, 
for the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

B. This certificate is not transferable and shall be effective only so long as 
the applicant continues the operation hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

C. The applicant shall report to the Commission, under oath, the dates of 
completion of the construction and of commencement of operations of the facilities 
herein authorized. 
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D. Respondent, The Manufacturers Light and Heat Co., shall establish physical 
connection of its natural-gas transmission pipeline facilities near Bangor, Pa., 
with the proposed lateral pipeline facilities of Bangor Gas Co., authorized herein, 
and shall sell and deliver to Pen Argyl Gas Co. through such interconnection the 
volumes of natural gas required by Pen Argyl Gas Co. for resale and service for 
ultimate public consumption in the areas now served by Pen Argyl Gas Co., not 
in excess of 116 M. c. f. per day, subject to the further orders of the Commission, 
upon the terms and conditions of its tariff now on file with the Commission. 

VI. In the matter of Crystal City Gas Co., docket No. G—1501: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant to construct and operate the facilities proposed 
in this proceeding, as more fully described in its application and evidence herein, 
for the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

B. This certificate is not transferable and shall be effective only so long 
as the applicant continues the operation hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

C. The applicant shall report to the Commission, under oath, the dates 
of completion of the construction and of commencement of operations of the 
facilities herein authorized. 

D. Respondent, Home Gas Co., shall establish physical connection of its natural- 
gas transmission pipeline facilities near Campbell, N. Y., with the proposed 
lateral pipeline facilities of Crystal City Gas Co., authorized herein, and shall 
sell and deliver to Crystal City Gas Co. through such interconnection the volumes 
of natural gas required by Crystal City Gas Co. for resale and service for ultimate 
public consumption in the areas served by Crystal City Gas Co., not in excess of 
750 M. c¢. f. per day, subject to the further orders of the Commission, upon the 
terms and conditions of its tariff now on file with the Commission. 

Filed: August 1, 1952. Issued: August 4, 1952. 

EMERY J. WOODALL, 
Presiding Examiner. 


Order modifying and affirming as modified initial decision of presiding eraminer 
and denying motions for leave to file briefs in support of such decision and 
for oral argument 


Warwick Gas Corp., Bangor Gas Co., Citizens Gas Co., Pen Argyl Gas Co., Crystal 
City Gas Co., and New River Gas Co. 


Docket Nos. G-1476, G—1479, G—1480, G—-1481, G—-1501, and G-1514 


On August 1, 1952, the presiding examiner certified and filed with the Secretary 
of the Commission the record herein, including his initial decision which was 
served upon all parties to these proceedings. In brief, these proceedings concern 
application at all the above-entitled dockets—except docket No. G-1481—for 
orders under the provisions of section 7 (a) of the Natural Gas Act. These pro- 
ceedings also concern applications at all the above-entitled dockets for certificates 
of public convenience and necessity under the provisions of section 7 (c). 

The presiding examiner ordered, subject to review by the Commission on ap- 
peal, that certificates be granted to Bangor Gas Co. (Bangor), applicant at docket 
No. G-1479, Citizens Gas Co. (Citizens), applicant at docket No. G—1480, Pen 
Argyl Gas Co. (Pen Argyl), applicant at docket No. G—1481, and Crystal City Gas 
Co. (Crystal City), applicant at docket No. G—1501, to construct.and operate the 
facilities proposed, as more fully described in their respective applications, for 
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the transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission. In addition, the presiding examiner ordered that the application of New 
River Gas Co. (New River), at docket No. G-1514 for a certificate and an order 
under section 7 (a) be denied, and that the application of Warwick Gas Corp. 
(Warwick), at docket No. G-1476 be dismissed. Also, the presiding examiner 
ordered The Manufacturers Light and Heat Co. (Manufacturers), respondent at 
docket Nos. G-1479 and G—1480, to establish physical connection of its transporta- 
tion facilities with those proposed by Bangor, Citizens, and Pen Argyl and to 
deliver and sell gas to those applicants. Similarly, the presiding examiner or- 
dered Home Gas Co. (Home), respondent at docket No. G-1501, to establish 
physical connection with the facilities proposed by Crystal City, and to deliver 
and sell gas to that applicant. 

Thereafter, Manufacturers and Home filed joint exceptions on August 22, 
1952, pursuant to the provisions of Section 1.31 of the Commission’s rules of 
practice and procedure (18 C, F. R. 1.31), to the initial decision of the presiding 
examiner. Both respondents are subsidiaries of The Columbia Gas System, Inc., 
and are referred to collectively hereinafter as “Columbia.” Similarly exceptions 
to the aforesaid decision were filed on August 22, 1952, by New River, and on 
August 25, 1952, by counsel for the staff of the Commission. 

On August 22, 1952, Columbia filed a motion, pursuant to the provisions of 
section 1.31 (d) (2) of the Commission's rules of practice and procedure, for an 
opportunity to present oral argument with respect to the exceptions to, and 
appeals from, the initial decision of the presiding examiner. 

Subsequently, on September 9, 1952, Bangor, Citizens, and Pen Argyl filed 
a joint motion for leave to file a brief in support of the presiding examiner's 
initial decision and in opposition to the exceptions taken by Columbia. <A 
similar motion was filed on September 18, 1952, by Crystal City. 

The Commission affirms the presiding examiner’s initial decision subject to the 
modifications herein set forth and adopts said decision, as so modified, as its 
final decision as hereinafter ordered. 

The initial decision should be modified so far as Pen Argyl is treated as an 
applicant for an order under section 7 (a) directing Manufacturers to establish 
physical connection of its transmission facilities with the proposed facilities of, 
and to deliver and sell natural gas to Pen Argyl. In the proceeding at docket 
No. G—1481, Pen Argyl solely requests a certificate of public convenience and 
necessity under the provisions of section 7 (¢) to construct and operate a 4-inch 
connecting lateral, 8,820 feet in length, extending from the gas-manufacturing 
plant of Bangor to the distribution system in Pen Argyl. No request is made by 
Pen Argyl for an order under section 7 (a). It is true that Bangor requests an 
order under section 7 (a) directing Manufacturers to deliver and sell volumes 
of natural gas in sufficient quantities to meet the fifth year peak-day require- 


ments of both Bangor and Pen Argyl, but this is not to say that Pen Argyl may 
be construed as an applicant under that section of the act. 


As a result of such treatment, a number of revisions and modifications are 
necessary to place Pen Argyl in proper focus. All references to Pen Argyl as an 
applicant under section 7 (a) should be eliminated. Too, the statutory findings 
thereunder with respect to Pen Argyl should be deleted as superfluous and un 
necessary. In passing, we observe that the presiding examiner correctly and 
properly made the requisite statutory findings on the basis of the evidence of 
record with respect to Bangor, Citizens, and Crystal City. 

Accordingly, references to Pen Argyl as an applicant under section 7 (a) should 
be eliminated from pages 668, 669, 671, and 673 of the decision as hereinafter 
ordered. 
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Similarly, statements and conclusions relating to the requisite statutory find- 
ings under section 7 (a) with respect to Pen Argyl appearing on pages 672, 
673, 677, 678, and 679 of the decision should be eliminated as hereinafter ordered. 

Counsel for the staff of the Commission excepted to the rejection of a pro- 
posed proviso to finding B at page 673 and ordering paragraph III. D. on page 
678 to limit deliveries of natural gas by Manufacturers to Bangor to a volume 
not in excess of 426 M. ¢. f. per day until and unless the proposed merger of 
Bangor and Pen Argyl is consummated, and not in excess of 542 M. ¢. f. per day 
thereafter. The record shows that Bangor and Pen Argyl propose to merge in 
the event a sufficient supply of gas is obtained by Bangor from Manufacturers. 
It is reasonable to assume under the circumstances present here that such arrange- 
ment will be brought to reality. In their joint motion for leave to file a brief 
in support of the initial decision, Bangor, Pen Argyl, and Citizens assert they do 
not oppose the exceptions of staff counsel. In view of the foregoing, those find- 
ings and conclusions relating to Bangor and appearing at pages 673 and 678 of the 
decision should be modified to include the proviso suggested as hereinafter 
ordered, 

On page 671 of the decision, dealing with New River, the presiding examiner 
stated that its applications under sections 7 (a) and 7 (¢) must be dismissed 
Without prejudice. However, on page 677, it is ordered that the application be 
denied without prejudice. Upon consideration of the presiding examiner's full 
comprehensive, and correct analysis of New River's application, we concur that 
that application be denied, and accordingly the text on page 671 should be corre- 
lated properly to such conclusion. 

In reaching a decision upon the certificate application of Bangor, the presiding 
examiner gave cognizance to its request for authority to transport and sell gas 
in interstate commerce. It is clear, however, from the text of the decision, so 
far as Citizens, Pen Argyl, and Crystal City are concerned, that their certificate 
applications contemplate solely the transportation in interstate commerce of nat- 
ural gas for distribution by those applicants and not for resale. The limitation 
we hereinafter place upon the deliveries of natural gas by Manufacturers to 
Bangor removes the necessity for the latter to secure authorization to sell gas in 
interstate commerce. So far as the ordering paragraphs on pages 677, 678, 
and 679 purport to grant certificates for the sale of natural gas in interstate 
commerce, such paragraphs should be modified as hereinafter ordered. 

Numerous exceptions were taken by Columbia to the initial decision. We find 
no inconsistency with our final decision herein and certain statements cited out 
of context by Columbia from pages 246 and 247 of opinion No. 232, In the Matters 
of Texas Gas Transmission Corp., et al, docket Nos. G—1847, et al., issued 
July 25, 1952 (11 F. P. C. 227). There the Commission discussed Columbia Gas 


System, Inc.’s (sysiem) own system-wide estimates of requirements for the peak 


day 1953-54 and succeeding peak days, and the system's own conclusion as to what 
steps it may be required to take if it does not obtain all the gas the system esti 
mates as being required from “Other Sources—Not Determined.” The Commis- 
sion simply stated that the system’s foreseeable gas supply is far short of the 
system’s own estimates of future requirements as shown by the evidence pre- 
sented by the system. Those estimates assumed relaxation of all present restric- 
tions on the sale of gas by the system or its wholesale customers, and wide- 
spread expansion of its established domestic, commercial, and industrial markets 
and extension to potential markets, including those of the applicants in these 
proceedings. 

Here, however, the Commission is concerned whether, in the. circumstances 
of the system’s presently known sources of gas supply, Manufacturers and Home 
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may take on these additional customers without impairing adequate service to 
their customers. In reaching our determination we are mindful—as was the 
presiding examiner—of the deficiencies expected by the system during the 1952- 
53 peak day. We are also mindful of the regular practice of the system to meet 
such deficiencies by curtailment of industrial sales and its ability to meet the 
anticipated deficiencies by such curtailment. There is involved here in total a 
pitifully small amount of gas even when compared to the requirements of Manu- 
facturers and Home alone. Compared to the system’s requirements, the amount 
involved dwindles to insignificance. The fifth year peak-day requirements are 
relatively de minimus and amount to but 1,719 M. c. f. In the circumstances 
present here, we conclude that it is necessary and desirable in the public interest 
to order the inter-connections sought by Bangor, Citizens, and Crystal City, and 
we find that thereby no undue burden will be placed on Manufacturers or Home, 
no enlargement of their transportation facilities will be compelled and no im- 
pairment is imposed on the ability of Manufacturers or Home to render adequate 
service to their customers. 

As we pointed out at page 245 of our opinion, 11 F. P. C. 227, “There appears to 
be little if any difference between a potential consumer in an area presently en- 
joying the advantages of natural-gas service and one in a presently unserved 
area who hopes to enjoy this advantage.” It seems to us—as it did to the presid- 
ing examiner—that the public interest is better served if the system’s presently 
known sources of supply are utilized for sale to home owners for cooking and 
water heating in the areas to be served by Bangor, Citizens, Pen Argyl and 
Crystal City than that such supply should be deferred for such use until all 
of the system’s potential domestic and other consumers in areas presently en- 
joying the advantages of natural gas are served. 





The Commission is unable to perceive the necessity for oral argument before it, 
as requested by respondents, or for the filing of additional briefs in support of 
the initial decision, as requested by Bangor, Citizens, Pen Argyl, and Crystal 
City. These proceedings have been pending for a long time. The applications 
were filed in the fall of 1950. Hearings were held in 1951 and reopened hearings 
in April of 1952. The evidence of record and the issues raised thereby and by the 
pleadings herein have been voluminously briefed by the parties. Main and 
reply briefs were filed in 1951, and supplemental main and reply briefs in 1952 
by most of the parties to these proceedings. In this and many other proceedings 
relating to the system, we have become increasingly cognizant of its require- 
ments and gas-supply situation. Accordingly, we find that oral argument and 
the filing of additional briefs as requested are unnecessary to a proper determina- 
tion of the issues raised by the exceptions filed, and requests therefor should 
be denied as hereinafter ordered. 

The initial decision should be modified to conform to the views of the Com- 
mission expressed above and to correct a number of typographical and other 
minor errors as hereinafter ordered. 

The Commission has considered all the exceptions to the initial decision. To 
the extent that such exceptions are inconsistent with the Commission’s order 
herein they should be denied as hereinafter ordered. 

Upon consideration of the record in these proceedings, the initial decision of 
the presiding examiner, and the exceptions filed, the Commission orders: 

(A) The initia! decision of the presiding examiner filed August 1, 1952, in 
these proceedings, as hereinafter modified, shall become effective as the decision 
of the Commission as of the date of the issuance of this order. 
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(B) The said initial decision be and it is hereby modified in the following 
respects : 

(i) Each and every reference to Pen Argyl Gas Co. as an applicant pursuant 
to the provisions of section 7 (a) of the Natural Gas Act appearing in the 
decision, particularly at pages 668, 671, and 673, be and the same are hereby 
stricken, and more particularly, lines 28 and 29, inclusive, on page 669 be and the 
same are hereby stricken from the decision. 

(ii) Each and every statement and conclusion relating to Pen Argyl Gas 
Co. and purporting to make the statutory findings required under section 
7 (a) in connection therewith appearing in the decision, particularly at pages 
671 and 672 (findings 2, 3, 4 and 5); and at page 677 (finding A) be and the 
same are hereby stricken, and, more particularly, ordering paragraph D appear- 
ing at page 679 be and the same is stricken from the decision. 

(iii) Finding 6 appearing at page 673 shall be revised to commence as follows: 

Bangor seeks 541 M. ¢. f. per day—425 M. c. f. for itself and 116 M. ec. f. 
for Pen Argyl—and Citizens seeks 428 M. ¢. f. per day from Manufacturers. 

(iv) Finding B appearing at page 673 shall read as follows: 

It is necessary and desirable in the public interest to direct Manufac- 
turers to establish physical connection between its 14-inch Coatesville-Port 
Jervis pipe line and the laterals proposed to be constructed by Bangor and 
Citizens, and to sell to Bangor natural gas up to 541 M. ¢. f. per day pur- 
suant to a service agreement executed under its tariff and accepted for 
filing by the Commission, and to sell to Citizens on a similar basis up to 
428 M. c. f.: Provided, however, That until the proposed merger of Pen 
Argyl and Bangor is consummated deliveries by Manufacturers to Bangor 
shall not exceed 425 M. c. f. per day. 

(v) ordering paragraph D. appearing on page 679 shall read as follows: 

Respondent, The Manufacturers Light and Heat Co., shall establish 
physical connection of its natural-gas transmission pipeline facilities near 
Bangor, Pennsylvania, with the proposed lateral pipeline facilities of Bangor 
Gas Co., authorized herein, and shall deliver and sell to Bangor Gas Co. 
through such interconnection not in excess of 541 M. e. f. per day for ulti- 
mate public consumption, subject to the further orders of the Commission, 
upon the terms and conditions of its tariff now on file with the Commission : 
Provided, however, That until the proposed merger between Bangor Gas 
Co. and Pen Argyl is consummated The Manufacturers Light and Heat Co. 
shall deliver and sell to Bangor Gas Co. not in excess of 425 M. ec. f. per 
day. 

(vi) Ordering paragraph A, appearing at pages 677, 675, and 679, respec- 
tively, be and the same are hereby amended to authorize the granting of cer- 
tificates of public convenience and necessity only for the transportation of 
natural gas, subject to the jurisdiction of the Commission. 

(vii) The text of the paragraph beginning on line 4 on page 671 shall read as 
follows: 

Under the findings and conclusions thus required by the record to be 
made, the applications of New River under sections 7 (a) and 7 (c) must 
be denied without prejudice to future applications under the act. 

(viii) The typographical errors in the decision be corrected. 

(C) To the extent that the exceptions filed by The Manufacturers Light and 
Heat Co. and Home Gas Co. (jointly), New River Gas Co., and counsel for the 
staff of the Commission are inconsistent with the order of the Commission 
herein, such exceptions be and the same are hereby denied. 
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(D) The joint motion filed by The Manufacturers Light and Heat Co. and 
Home Gas Co. for oral argument with respect to the exceptions to, and the ap- 
peals from, the initial decision be and the same is hereby denied. 

(E) The motions filed by Bangor Gas Co., Citizens Gas Co., and Pen Argyl 
Gas Co. (jointly) and by Crystal City Gas Co. for leave to file briefs in support 
of the initial decision and in opposition to the exceptions filed by The Manufac- 
turers Light and Heat Co. and Home Gas Co. be and the same are hereby 
denied. 


Adopted: October 2, 1952. Issued: October 3, 1952. 










































In THE MAartrer oF 
TENNESSEE GAS TRANSMISSION COMPANY 
Validity of Minimum Bill Provision of Natural Gas Tariff 
Docket Nos. G-1741 and G-1764 
Filed August 20, 1952; Issued August 26, 1952 * 


Syllabus 


_ 


. Minimum bill provision in Tennessee’s gas tariff for contracted demand serv- 
ice (“depression clause”) under which all but two customers are obligated 
to take or pay for 75 percent of contracted demand, while under certain 
circumstances those two customers may reduce their obligations to 62% 
percent of contract demand, held to be unduly discriminatory and prefer- 
ential. P. 689. 

2. Tennessee Gas ordered to file revised gas tariff containing just and reasonable 
uniform minimum bill provision, applicable alike to all contracted demand 
service customers. P. 690. 

3. Commission has duty to maintain just and reasonable uniform rates for equal 

service under substantially similar conditions, notwithstanding fact that 

customers themselves elect not to complain of price discrimination and 

preference. P. 690. 


Henry F. Holland and Stanley M. Morley for Tennessee Gas Trans- 
mission Co. 

Lambert McAllister and Bernard A. Foster for staff of the Federal 
Power Commission. 


FARRINGTON, Presiding Eraminer: These proceedings began as a result of two 
separate filings by Tennessee Gas Transmission Co. (Tennessee), on June 14, 
1951 and on July 24, 1951, respectively, of gas tariffs providing for an increase 
in its wholesale natural gas rates and charges approximating $18,000,000, based 
on Tennessee’s estimated sales for the 12 months ending July 31, 1952. By 
separate orders issued July 13, 1951 and August 14, 1951, such gas tariffs were 
suspended by the Commission pursuant to section 4 of the Natural Gas Act, and 
the above-entitled dockets were consolidated for purposes of hearing. 

Thereafter, by order issued October 11, 1951, the Commission fixed November 
27, 1951 for a public hearing in these consolidated proceedings. Pursuant thereto 
such hearing was begun before the undersigned presiding examiner at the time 
stated, and on further order of the Commission the hearing was postponed to 
December 4, 1951, when it was resumed and continued from day to day inclusive 
of recesses and concluded February 4, 1952. 

During the course of the hearing several recesses were taken on motion of 
counsel for Tennessee, all parties in interest consenting thereto, for the purpose 


*Initial decision and order became effective as final decision and order of the Commission 
| on September 25, 1952. 
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of enabling all parties in interest to participate in conferences in an endeavor to 
arrive at mutually satisfactory agreements upon numerous matters material to 
the issues involved in the determination of the reasonableness of Tennessee’s 
proposed increased rates and charges. Such progress was made as the result of 













such conferences that the Commission issued an interim order on December 17, 
1951, “authorizing level of increased rates to be effective December 17, 1951 
and providing for further hearing.” 

At a further session of the public hearing herein held January 11, 1952, evi- 
dence was received and thereupon counsel for Tennessee, in open hearing, moved 
for the omission of the intermediate decision procedure, whereupon on motion 
of counsel for Commission staff, the hearing was recessed to February 4, 1952. 

Thereafter on January 21, 1952, the Commission issued an interim order ap- 
proving increased rates to be effective December 17, 1951, after first finding that 
due and timely execution of the Commission’s functions with respect to the gas 
tariffs here involved imperatively and unavoidably required that the intermediate 
decision in these proceedings be omitted. Such order provided that: 

The gas tariff filed by Tennessee Gas Transmission Company on Janu- 
ary 11, 1952, is accepted for filing and Tennessee is discharged from all 
obligations reflected in paragraphs (B), (C), and (D) of the order of 

















December 17, 1951, in these dockets except to the extent that the issue 
respecting a proper minimum bill provision remains for hearing and de- 
termination and with respect to that issue Tennessee should have the full 
obligation and duty under the Natural Gas Act to justify the reasonableness 
and correctness of such provision. 

Pursuant to the above quoted portion of the Commission's order and the re- 
cess theretofore taken, the public hearing was resumed and oral and docu- 
mentary evidence was received upon the remaining issue respecting the reason- 
ableness of the minimum bill provision in Tennessee’s gas tariffs, which reads 
as follows: 


Vinimum Bill 








The minimum monthly bill shall consist of the demand charge plus a 
minimum commodity charge consisting of a sum equal to —’ cents multi- 
plied by the number of days in said month multiplied by seventy-five percent 
of the contracted demand in this Zone. The bill to be paid by Buyer for the 
next ensuing month may be further reduced in the event that Buyer's total 
gas sales for a given month fall below an amount specified in the gas sales 
contract between Seller and Buyer; provided however, that in no event 
shall either the demand charge or the commodity charge be reduced under 
such circumstances below eighty-three and one-third percent of the amounts 
which would otherwise be payable by Buyer to Seller under said gas sales 
contract. 














The Issue 


It thus appears that the single issue remaining for determination is, does the 
above quoted minimum bill provision make or grant an undue preference or 
advantage to any customer, or subject any customer to any undue prejudice or 
disadvantage, contrary to the provisions of section 4 of the act? 

Staff's position—Tennessee’s gas tariff for contracted demand service con- 
tains a general minimum bill provision under which all but two of Tennessee’s 


1The amount is different for each rate zone and is the commodity portion of the two-part 
CD (contract demand) rate. 
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customers taking this type of service are obligated to pay a minimum bill each 
month consisting of the full demand charge plus a sum equal to 75 percent of 
the maximum commodity charge. For the same service and under the same rate 
schedule the minimum bill provision relating to Hope Natural Gas Co. (Hope) 
and United Fuel Gas Co. (United) may be reduced below the 75 percent level 
under certain circumstances. This, the staff contends, constitutes undue dis- 
crimination. 

When a natural gas company files rates, subject to the Commission’s juris- 
diction, for any class of customers wherein the terms and conditions of service 
differ, for substantially similar service (including minimum bill provisions), 
that tariff provision which will provide the lowest charge must be made avail- 
able to all customers, unless the natural gas company by affirmative showing 
justifies the difference. This Tennessee has not done in this case. 

The second sentence of the minimum bill provision as above quoted allows 
a different minimum bill for the same services for different customers, due to 
negotiations between seller and buyer which are embodied in the terms of a 
gas purchase contract. The effect of this provision is to establish a maximum 
take-or-pay-for obligation at 75 percent and to fix a minimum obligation at 
8314 percent of 75 percent, or 62% percent, when the gas purchase contract 
makes provision for the lower minimum. This, it is claimed, leads to discrimi- 
nation, because not all purchasers have the same bargaining power or ability, 
as evidenced by the fact that Hope and United have obviously gained a distinct 
advantage through their gas purchase contracts. 

Tennessee’s position —Tennessee terms the challenged clause of the mini- 
mum bill provision a “depression clause” because, before becoming operative, 
the buyer's sales must fall below specified monthly volumes. In no event, 
however, can the minimum bill be reduced below 62% percent of the contract 
demand and then only for the next succeeding month. Tennessee alleges that 
the two original gas purchase contracts made with Hope and United in 1943, 
which contain the so-called “depression clause’, were the first to be executed 
by the parties and covered the entire capacity of Tennessee's pipe line, as it was 
originally authorized, of approximately 200,000 M. c. f. 

The company’s contention, as reflected by Mr. Freeman’s testimony (Tran- 
script, pp. 114-120), is that the clause does not grant an undue discrimination 
but is a proper and reasonable discrimination because (a) it only applies to 
Tennessee’s two largest customers; (b) no other contract demand customer 
objects to such “purely technical” discrimination; (c) since the clause has never 
become operative, there has been and is now no undue discrimination; and 
(d) if such clause were eliminated it would impose on Tennessee the entire 
additional risk of loss of revenue resulting from reductions in sales ip time of 
depression. 

Facts in evidence.—The gas tariffs under consideration consist of a single 
rate schedule applicable to all customers for the same service in a particular 
rate zone and provide uniform charges to all customers within a given rate zone 
for similar service, save only as to the minimum bill provision of the contracted 
demand (CD) rate schedule which, in its effect, permits the minimum bill for 
each customer to become the subject of negotiation between Tennessee and the 
buyer at the time of executing the gas sales contract. 


Tennessee’s main transmission line extends in a northeasterly direction from 
its sources of supply in Texas and Louisiana through the States of Texas, Lou- 
isiana, Arkansas, Mississippi, Tennessee, Kentucky, West Virginia, Ohio, Pennsy]l- 
vania, and New York to its terminus at the New York-Massachnsetts State line 
near Pittsfield. Mass. Sales that are subject to this Commission’s jurisdiction 
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are made in each of such States save only Texas and Arkansas. For rate pur- 
poses, the system is divided into five zones : 









Zones State where applicable 
Southern__ . Louisiana, Arkansas, Mississippi, Tennessee 
Central__ 






eieeb soit ‘ Asati _ Kentucky 






Eastern__- West Virginia 
Northern __- ; : Ohio, Pennsylvania 
New York__-_- : ‘ ; New York 





Tennessee offers similar service to all of its customers in each of these rate 






















zones, With two exceptions, viz: (1) transportation service, which is only avail- 
able to Manufacturers Light and Heat Company for deliveries in the Eastern and 
Northern zones, and (2) storage service which is only available to customers 
receiving natural gas in the Eastern and New York zones. 

Tennessee has negotiated gas sales contracts with 14 customers for the pur- 
chase of gas under the contracted demand rate schedules, which provide for 
the following contracted demand quantities : 


Contracted demand 
Customer V.c. f. per day 

Godfrey L. Cabot, Ine_____-_- pmbits eiaaas adhe 5, 000 

i ae a a a a an a eas . 35, 000 

Equitable Gas Company __-__- Bao ee ee eared 30, 000 


East Ohio Gas Company 


Hope Natural Gas Company . — . i * 225, 000 
Inland Gas Corporation______- — sia akan ; sical 20, 000 
Iroquois Gas Corporation_____-___--_ bai 4 ieee an 30, 000 


Louisville Gas & Electrie Company athe 20, 000 


New York State Natural Gas Corporation__________ + ‘ 15, 000 


Peananyivenmia ties Company og so nn oe ccd ccc ccucus 10, 000 
Peoples Natural Gas Company- sine — 25, 000 
Republic Light, Heat & Power Company recita . ceed, 600 
Texas Gas Transmission Corporation Bis 15, 200 
United Fuel Gas Company af ' __. 7 414, 000 
United Natural Gas Company ee be hiecinion 10, 000 











1Of the total of 225,000 M. c. f. per day purchased by Hope under contracted demand 










rate schedules, 200,000 M. c. f. per day is purchased under gas purchase contracts which 
contain take-or-pay-for provisions permitting, under certain circumstances, a reduction 
in Hope’s obligation to 62% percent. The other 25,000 M. ¢c. f. per day is under the 
straight 75 percent take-or-pay-for provision. 

2 Of the 414,000 M. ¢c. f. per day purchased by United under contracted demand rate 
schedules, 350,000 M. ¢. f. is purchased under gas purchase contracts permitting, under 
certain circumstances, a reduction of the minimum take-or-pay-for provision to 621 












percent. The other 64,000 M. c. f. per day is under the straight 75 percent take-or-pay-for 
provision. 


Only two of such 14 customers, Hope and United, have contracts which permit 





the reduction of the take-or-pay-for provision below the 75 percent level. This 
is accomplished through the establishment in the gas sales contracts of these 
two customers of a base level, which, for each company, is a specific total volume 
of gas sales for each calendar month. If, in a given month, the total sales of 
Hope’* or United* fall below the base level specified in the gas sales contract, 


2? Total sales by Hope refers to Hope's sales only and do not include sales by any other 
company in the Consolidated system. 

3? United’s sales consist of sales of United and its affiliated companies in the Charleston 
Group of the Columbia System. 
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the quantity of gas which Hope or United is obligated to pay for, whether taken 
or not, is reduced proportionately in the next succeeding month. 
Although all interested parties were afforded an opportunity to offer testimony 


relative to the reasonableness of the challenged “depression clause” of the mini- 
mum bill provision of Tennessee's filed gas tariff, no witnesses other than Messrs. 
Freeman and Daley were produced, the former being the company’s vice presi- 
dent, and the latter a member of the Commission’s technical staff. 

The only evidence offered by Tennessee in justification of the inclusion of the 
“depression clause” in its filed tariff is the testimony of Mr. Freeman, the essence 
of which is covered in the statement of the companys’ position (supra, p. 687). 

The gist of Mr. Daley’s testimony is that, in his informed judgment, the “depres- 
sion clause” in the minimum bill provision of the filed tariff (which applies only 
to the Hope and United contracted demand agreements made in 1946) permits 
a discrimination in the demand rate from Tennessee’s other contracted demand 
customers, because it allows only those two customers, under certain circum- 
stances, which have not yet arisen and which may never arise, to reduce their 
minimum bill from 75 percent to 6214 percent. His method of rectifying the 
gas tariff to remove the discriminatory features is to make the “depression 
clause” applicable to all customers. This proposed method will be discussed 
later. 

Burden of proof—A substantial portion of Tennessee’s argument is devoted 
to the contention that the staff has not sustained the burden of proof in support 
of its proposed change in Tennessee’s minimum bill provision. The Commis- 
sion’s order of January 21, 1952 requires Tennessee to assume the obligation 
of justifying the reasonableness of the minimum bill provision in its filed gas 
tariff, and staff counsel was without power to shift the burden. In any event 
the issue is not whether a staff-recommended change in a filed gas tariff is or is 
not appropriate. The basic question is whether Tennessee’s filed gas tariff 
containing the “depression clause” and applicable only to Hope and United, is 
just and reasonable and not unduly discriminatory and preferential. And as to 
that question, the act specifically places the burden of proof upon the company. 

Undue discrimination.—It is apparent from this record that the “depression 
clause” of the minimum bill provision in Tennessee’s filed gas tariff for con- 
tracted demand service to Hope and United is discriminatory. A fair appraisal 
of witness Freeman’s testimony shows that the company itself concedes that a 
“purely technical” discrimination does exist. 

Any take-or-pay-for provision gives a very rapid rise in the average cost of 
gas as the volume of gas not taken but paid for increases. When the “depression 
clause” becomes operative, it is obvious that Hope and United in taking only 
6214 percent of their respective contracted demand of gas will receive preferential 
treatment over those Tennessee contracted demand customers that take 62% 
percent of their respective contracted demand but must nevertheless pay for 
75 percent, since the latter are then paying the commodity charge on 12% per- 
cent of their contracted demand volume but receive none of it. 

Most of Tennessee’s testimony, as well as the argument for itself and its 
preferred customers, Hope and United, relates to a proposal by the staff to 
incorporate a 62% percent depression clause in all of Tennessee's contracts 
for contracted demand service. There is, however, no evidence in this record 
showing the minimum sales volume for each calendar month of Tennessee’s 
other contracted demand customers from which it could be determined here when 
the total sales volumes of each such customer dropped below a stated level, so 
as to bring the staff-proposed depression clause into operation. .Such level must 
necessarily be fixed by the gas purchase contracts of such customers. In the 
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absence of such evidence, there is no alternative to ordering Tennessee to re- 
move the existing discrimination by making a just and reasonable minimum bill 
provision in its contracted demand contracts applicable alike to all such 
customers. 





While Tennessee’s contracted demand customers may for reasons of their own 
elect not to complain of price discrimination and preference, such silence does 
not relieve the Commission of its duty to see that just and reasonable uniform 
rates are maintained for equal service under substantially similar conditions 
(In Re Otter Tail Power Co., 2 F. P. C. 134). 


CONCLUSION 





Upon consideration of the evidence adduced, the briefs of argument of counsel, 
and for the reasons and upon the facts set forth in the preceding portions of this 
decision, the examiner further finds and concludes that : 

(1) Tennessee has not sustained the burden of proof to justify the difference 
in the minimum bill provision whereby Hope and United have been granted an 
advantage over Tennessee’s other contracted demand customers ; 

(2) The minimum bill provision of the contracted demand rate schedules 
contained in the gas tariff filed by Tennessee Gas Transmission Co. on January 
11, 1952 is unduly discriminatory and preferential ; and 

(3) Tennessee should be required, as hereinafter ordered, to remove such 
undue discrimination and preference by establishing a just and reasonable uni- 
form minimum bill provision in the contracted demand rate schedules contained in 
said gas tariff that shall be applicable alike to all contracted demand service 
customers. 


ORDER 





Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

Tennessee Gas Transmission Co. shall, within 30 days after this order shall 
become final, file revised sheets to said gas tariff filed by the company on Janu- 
ary 11, 1952 which shall establish a just and reasonable uniform minimum bill 
provision in the contracted demand rate schedules contained in said gas tariff 
that shall be applicable alike to all contracted demand service customers. 

Filed: August 20, 1952. Issued: August 26, 1952. 








MARVIN FARRINGTON, 
Presiding Examiner. 
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In THE MATTER OF 
FREDERICK GAS COMPANY, INC. 


Application for Certificate of Public Convenience and Necessity 


Docket No. G-1944 
Filed August 25, 1952; Issued August 26, 1952* 
Syllabus 


Certificate issued to applicant pursuant to section 7 of the Natural Gas Act 
authorizing construction and operation of 26 miles of pipeline from Red- 
lands, Md., to company’s local distribution plant at Frederick, Md., on 
findings of public convenience and necessity. P. 692. 


James McSherry for Frederick Gas Co., Inc. 
William L. Brunner for statf of the Federal Power Commission. 


Hatt, Presiding Examiner: This proceeding is upon the application filed by 
Frederick Gas Co., Inc. (applicant), pursuant to section 7 of the Natural Gas 
Act, for a certificate of public convenience and necessity authorizing and ap- 
proving the construction and operation of approximately 26 miles of 4%4-inch 
natural gas transmission pipeline and related facilities estimated to cost 
$226,000. The purpose of the proposed pipeline is to enable applicant to trans- 
port natural gas to its local distribution system in Frederick, Md., from a point 
on the main line of Transcontinental Gas Pipe Line Corp. (Transcontinental) 
in the vicinity of Redlands, Md. 

By order of the Commission, Washington Gas Light Co. of Maryland, Ine., 
was permitted to become an intervener pursuant to a petition for intervention 
filed by that company. 

A public hearing was held on July 23, 1952, at which no objection was made 
to the granting of the requested certificate. 

The only issue presented by the application is whether the public convenience 
and necessity requires the construction and operation of the 26-mile pipeline. 
That the public convenience and necessity does so require is established by the 
evidence. Applicant is the sole manufacturer and distributor of gas in Fred- 
erick, Md., a city with a population in excess of 18,000; a well diversified eco- 
nomie background; and located in an area classified as a critical defense area. 
The company now serves 2062 meters. Its construction and operation of the 
proposed pipeline will, for the first time, enable it to make the benefits of natural 
gas available to its customers presently served with higher cost manufactured 
gas. 

Applicant has provided for the necessary financing through the sale of bonds 
and stocks. It has also received delivery of the pipe requirements and other 
materials needed for the proposed construction. 

Applicant will have a dependable supply of natural gas. Its twenty-year con- 
tract with Transcontinental’ which may be extended for an additional period of 


*Initial decision and order became effective as final decision and order of the Commission 
on September 25, 1952. 

1 Transcontinental owns and operates a newly constructed interstate natural gas trans- 
mission pipeline system extending from Texas to the New York metropolitan area, a dis 
tance of about 1,840 miles. Its system transports natural gas purchased from producers 
in Texas and elsewhere and has a maximum deliverable capacity of approximately 555,000 
M. ec. f. per day. 
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fifteen years, obligates the latter to make a maximum delivery of 675 M. c. f. per 
day, such sale and delivery by Transcontinental having been authorized by the 
Commission’s order of January 19, 1951 in docket No. G-—1411. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence, as well as the contentions, arguments, 
briefs and proposed findings and conclusions of counsel, it is further found and 
concluded that: 

(1) Applicant, a Maryland corporation, having its principal place of business 
in the city of Frederick, Md., upon completion of the construction of the pro- 
posed facilities, will own and operate a transmission pipeline by means of which 
it will receive natural gas from Transcontinental and transport such gas to its 
distribution system in Frederick, Md., and by reason of such operation will be 
engaged in the transportation of natural gas in interstate commerce and, there- 
fore, will be a “natural-gas company” within the meaning of the Natural Gas 
Act. 

(2) The facilities, as described in the application, are proposed to be used 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by appli- 
“ant are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities, as proposed by appli- 
cant, is required by the public convenience and necessity, and a certificate there- 
for should be issued as hereinafter ordered and conditioned. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Conmimission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued 
shall be and the same hereby are made subject to the following conditions : 

(i) Applicant shall report to the Commission in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, to- 
gether with the date of commencement of operation. 

(ii) The certificate is not transferable and shall be effective only so long 
as applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Filed: August 25,1952. Issued: August 26, 1952. 


Francis L. HAL, 


Presiding Examiner. 





In THE MATTER OF 


WARRIOR RIVER ELECTRIC CO-OPERATIVE 
ASSOCIATION 


Application for preliminary Permit for Proposed Hydroelectric 
Development 


Project No. 2102 
Filed November 20, 1952; Issued December 2, 1952* 
Syllabus 


Sole purpose and effect of preliminary permit is to enable applicant to main- 
tain priority of application for license for particular term during which 
time applicant can determine definite form of project it may desire to 
propose in license application proceeding. P. 694. 

Issuance of preliminary permit requires only the showing of a proper appli- 
cation, general fitness and good faith, and does not require approval of 
proposed plan of development, nor does it indicate that approval will be 
be given to that plan or any other plan. P. 694. 

Preliminary permit granted to applicant upon finding of examiner that ques- 
tions raised by interveners regarding possible injury to city of Birming- 
ham or county of Blount should be settled in license proceeding rather 
than at time of application for preliminary permit. P. 696. 

Upon review of decision granting preliminary permit, Commission finds that 
city of Birmingham had actual and ample notice of filing of application 
and that there is no reasonable ground for Commission to hold such ap- 
plication in abeyance pending the undertaking of a proposed investigation 
by the Commission of the water resources involved. P. 702. 


S. 2. Starnes for Warrior River Co-operative Association 
Willard W. Gatchell and Vena M. Crosetto for statt of the Federal 
Power Commission. 


Hampton, Chief Presiding Eramincr: This proceeding arises on an applica- 
tion for a preliminary permit filed on March 18, 1952 by the applicant, the War- 
rior River Electric Co-operative Association—the corporation, I take it, is in- 
corporated under the laws of the State of Alabama—whose offices are located 
at Oneonta, Ala. The full description of the project here proposed will be con- 
tained in the order which will be a part of this decision. 

We have heard the testimony and heard argument at length, without limita- 
tion of time, from all the parties in the case. 

It is, of course, true that the issuance of a preliminary permit would not in 
any respect obligate the Commission to issue a license to the applicant or to any 


*Initial decision and order became effective as final decision and order of the Commission 
on December 31, 1952, by order of the Commission, infra, page 701. 
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applicant. The objections and opposition to the proposed project and to the 
issuance of a preliminary permit, which we have heard from counsel and the 
witnesses for the city of Birmingham and the county of Blount, all are in respect 
of matters that will be in issue upon an application for license, but which are not 
in issue in this case under the Commission’s Linoma and Delaware Development 

Corporation cases, under the authority of the Commission’s decisions in those 

two cases. 

The sole purpose and effect of a preliminary permit, if granted, would be to 
enable the applicant to maintain priority of application for a license under the 
provisions of the Federal Power Act for a term of years, the maximum term 
permissible under the statute being three years, during which term the applicant 
could make the necessary examinations and surveys, maps, plans, specifications, 
and estimates, financial arrangements, and give such additional information 
as the Commission may require. The investigations, explorations, studies, and 
financial arrangements to be made by the holder of a preliminary permit enable 
the permittee to consider and determined the definite form and character of 
the project it may desire to propose in an application for license. But first, of 
course, it will enable it to decide whether or not in fact it will desire to apply 
for license for any project. 

In a number of proceedings before the Federal Power Commission, holders of 
preliminary permits have not, in the end, applied for license, perhaps by reason 
of the disappointing results of their studies and investigations and explorations. 
It is only upon an application for license that an applicant presents to the Com- 
mission a proposal for a definite project as finally chosen by the applicant, and 
therefore it is only upon an application for a license that the issues arising 
upon the facts of the case under the tests set up by the statute will face us for 
decision and disposition. 

Upon the pending application for preliminary permit, under the precedents of 
the Commission and its decisions, we are concerned only with whether or not 
the pending application is proper and complete, with the question of the general 
fitness of the applicant, and with its good faith and its purpose to prosecute its 
declared intent and plans diligently under the law and the provisions of the 
preliminary permit, accordingly, as the result of the studies, explorations, and 
investigations to be made thereunder may indicate to be justified and desirable. 

I think it proper to refer at this time to the Commission’s decision in the 
Linoma Power Co. case and to include here a quotation from the Commission’s 
decision, which is as follows: 

Section 5 of the act authorizes the Commission to issue a preliminary 
permit for the sole purpose of maintaining priority of application “for a 
license during such period as may be necessary for making examinations and 
surveys, for preparing maps, plans, specifications, and estimates, and for 
making financial arrangements.” These steps are requisite to placing an ap- 
plicant in a position to apply for a license. The issuance of a preliminary 
permit does not require approval of the plan of development proposed by the 
applicant for a permit; it does not indicate that approval will subsequently 
be given either to that plan of development or to any other plan of develop- 
ment, nor does it indicate the degree of adaptability of the proposed plan 
to the comprehensive plan of development of the river basin which the Com- 
mission feels should be carried out if a license is ultimately issued. In other 

words, there is no assurance that in issuing a preliminary permit the Com- 
mission will ever issue a license for a particular project covered by the 
permit. 
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Some of the interests opposing the issuance of a permit to the applicant 
are concerned over the possible interference by the permittee with activities 
in which they are engaged. Since construction of power facilities is author- 
ized only by a license and not by a preliminary permit, such possible inter- 
ference with interests of other parties would arise not from the granting of 
the permit, but through the issuance of a license authorizing construction of 
a particular development. There is no assurance that if a preliminary per- 
mit is refused there might not be filed at any time an application for license 
raising the very issues which are feared by the protestants. Their protests 
go essentially to the question of whether there should be a development of 
this section of the river and there is no way by which the Commission can pre- 
vent the raising of the question of desirability of such development if some 
party believes it to be in the public interest. Furthermore, we are not per- 
suaded that it would be contrary to the public interest to discuss the merits 
of actual construction of a particular development merely because existing 
structures might be affected. 

This particular applicant apparently has very limited financial resources 
and may never be able to meet the requirements of our rules and of the 
statute governing the filing and approval of an application for license. 
Nevertheless, it is entitled to a preliminary permit under the statute. 

I refer also to the Commission's decision in the Delaware River Development 
Corp. case. 

In both those cases, matters affecting States and cities equally as serious as 
those recited in this hearing by the representatives of the city of Birmingham 
were present. 

Nevertheless, the Commission held that the applicants were entitled to pre- 
liminary permits. 

I am not insensible or inadvertent to the necessity of considering the several 
public uses for which the water resources of the country are important, as well 
as the preference or priority which, under the law, is to be accorded to certain 
of such uses in particular circumstances. 

Under a preliminary permit, the applicant here might conceivably, by means 
of its contemplated surveys, investigations, and studies, be able to show the 
absence of any real or necessary conflicts between its plans and those of the 
city of Birmingham and Blount County. Whether that may prove to be fruitful 
to any extent, or not, it seems to me that the applicant here is entitled to the 
preliminary permit prayed for, pursuant to the provisions of the law and the deci- 
sions of this Commission. 

I find the applicant to be an existing legal entity qualified by law to make ap- 
plication for a preliminary permit. I find that the applicant has upon this record 
shown an earnest and sincere intention of prosecuting the investigations and ex- 
plorations contemplated to be carried on under a preliminary permit. 

The questions raised by the intervention and protests can, under the law and 


the decisions of the Commission, be considered and settled definitely in a pro- 
ceeding upon an application for license. 
application for preliminary permit. 


They are not in issue upon the pending 
And for their correct solution and informa- 
tion, the knowledge to be gained from the investigations, studies, and explora- 
tions to be carried on under the preliminary permit may possibly be very useful. 

I have listened carefully to the testimony and the argument on behalf of the 
intervener, the city of Birmingham, and the protestant, the county of Blount 
I have considered very carefully what has been said with respect to possible in- 
jury to the city’s bond-selling campaign, which the attorney for the city of 
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Birmingham, and indeed the Mayor and another witness, commented upon in 
testimony, and in the argument. 

However deeply we may wish to remove every possible danger of hurt or 
disadvantage to the bond-selling campaign of the city of Birmingham, or to 
any of its plans, I know of no lawful way to doit here. There is the law, which 
we cannot ignore. There are the decisions of this Commission, which certainly 
I have no disposition or authority to ignore, as one of its presiding examiners. 

I may say that I am not convinced that the issuance of this preliminary per- 
mit can effect any substantial injury to the plans of the city of Birmingham or 
the county of Blount, for the reason that under the law the issuance of the 
preliminary permit has no effect, favorable or unfavorable, upon the decision 
on the merits of any later application for license. All it does is to maintain a 
certain priority for the applicant in the matter of whose application for license 
will be considered first. 

The city of Birmingham and the county of Blount will be able to present 
their opposition to the building of this project upon the consideration of an ap- 
plication for license, and present it with all its legitimate effect and force, and 
there have it considered; and that will be prior to anything being done which 
commits this Commission to issue a license for a hydroelectric project at the 
location now contemplated by this applicant. 

In any event, I do not believe that any speculative and prospective possi- 
bility of injury to the bond-selling campaign of another entity is, in fact, ma- 
terial or relevant to the question of the issuance of this preliminary permit. 
I say that in view of the Linoma and Delaware River Development Corporation 
decisions of this Commission. 

I could not find upon this record anything definite upon that score, because 
it is in the future, and it is to a very substantial respect speculative in nature 
and not susceptible of determination at this time, even if it were relevant and 
material to the issues which the Commission's decisions have indicated are in a 
case upon an application for a preliminary permit. 

I think the applicant has shown its good faith and is entitled to the pre- 
liminary permit it here seeks. I make further findings in the order which I 
shall include as an integral part of this decision. 

During the hearing, the county of Blount proposed the following paragraph 
and requested that it be included in any order issued granting the preliminary 
permit: 

This preliminary permit does not prejudice or affect in any way such rights 
as Blount County may possess to impound water on the Locust Fork of the 
Black Warrior River in Blount County for industrial and/or domestie use. 

It is not considered that it would be appropriate to include such a condi- 
tion in the order. The condition undertakes to settle what probably is a ques- 
tion of law. It may very well be exactly as the proposed condition would in- 
dicate. But the legal effect of the issuance of a preliminary permit is not one 
that I would undertake to state in this decision with respect to every angle of 
the matter, such as the one to which the proposed condition of Blount County 
refers. Certainly I cannot change the law. The legal effect of a preliminary 
permit is what it is, and will be what it will be. While each of us has his 
opinion with respect to that, it is not a matter that the examiner has to de- 
termine or has the power to determine in the case upon the pending application. 

The motion by counsel for the city of Birmingham to strike certain evidence 
is denied. The evidence it is proposed to strike is considered to be relevant 
and material to the issues raised by the pending application. 
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The motion made by counsel for the city of Birmingham to dismiss the ap- 
plication is also denied. I can find no sound ground to grant the motion. 

The attorney for the city of Birmingham during the hearing made a further 
motion that the Commission undertake on its own part such an investigation 
of the water resources of this locality as the applicant would make under a 
preliminary permit, or much the same type of investigation. So far as this 
examiner has any jurisdiction of such motion, it is denied. It is referred to 
here and dealt with here principally for the purpose of conveying to the Com- 
inission knowledge of the fact that such a motion was made in the hearing 
in this proceeding by the attorney for the intervener, the city of Birmingham. 

With respect to the Commission’s jurisdiction, vel non, to grant preliminary 
permit contemplating a hydroelectric project at the point named in the pending 
application, the examiner has no doubt that the Commission does possess juris- 
diction. House Documents No. 56, 73d Congress, First Session, and No. 382, 
77th Congress, First Session, of which the examiner takes official notice by re- 
quest of counsel, it is believed establish the Commission's jurisdiction, and it is 
found that the proposed project, if ever licensed, would, through its construc- 
tion and operation, affect the navigable depths and the navigability of the Black 
Warrior River, and thus affect interstate or foreign commerce. 

No evidence was introduced at the hearing upon which a finding could be 
made that the proposed project should be constructed by the United States 
itself. 

There was considered and discussed in the hearing the appropriate period 
of time which should be allowed to the applicant by the terms of the preliminary 
permit. The city of Birmingham desired the time to be closely limited. Staff 
counsel suggested that the effectual period of the preliminary permit should 
be one year. The applicant, in its application, asked that the time period 
should be three vears, and argues during the hearing earnestly against limiting 
the time to less than eighteen months. 

The examiner desires to be realistic with reference to this matter and not 
to limit the time so closely as to make it obvious, or sure, that the applicant will 
be forced hereafter to apply for an extension of the time. 

Upon the record made here, and upon consideration of the matter, the examiner 
has determined to include in the order here to be issued provision that the 
preliminary permit shall be for a period of one year and one-half, or eighteen 
months. 

The following order is made and issued by the examiner as a part of this 
decision, and of course the decision, including the order, is made, subject to 
review by the Commission as provided in its rules of practice and procedure, 
upon exceptions by the parties or staff counsel or a review upon the Commis- 
sion’s own motion as provided by the rules. 

The order of this decision next follows: 


ORDER ISSUING PRELIMINARY PERMIT 


Application was filed March 18, 1952, by Warrior River Electric Co-operative 
Association, of Oneonta, Ala., for a preliminary permit under the Federal 
Power Act (hereinafter referred to as the act) for proposed project No. 2102, 
to be located on Locust Fork, a tributary of Black Warrior River at mile 397.3, 
in Blount County, Ala. 

As described in the application, the proposed project would not affect any 
lands of the United States and would consist of two developments. One would 
include a concrete dam about 170 feet high above stream bed and 2,500 feet 
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long over-all including earth embankments located at approximately mile 475 
above the mouth of the Black Warrior River, with spillways and control 
gates, penstocks, and a powerhouse containing two generating units each having 
a capacity of 17,800 kilowatts; the other would include an earth dam about 
2,400 feet long and about 140 feet high above the stream bed located at approxi- 
mately mile 502 above the mouth of the Black Warrior River, with concrete 
spillways and control gates, penstocks, and a powerhouse containing two gener- 
ating units each having a capacity of 5,700 kilowatts. 

The energy generated by the proposed project would be used by members of 
the association engaged in milling and ginning activities, and, in addition, in 
communities in the vicinity of the proposed development which have indicated 
their interest in securing additional power. 

The flow of Locust Fork at the sites of the proposed dams affects the 
navigable capacity in the navigation pool at Lock and Dam No. 17 and the 
navigable capacity of Locust Fork and of Black Warrior River downstream 
therefrom. 

The Deputy Chief of Civil Works for Power, Corps of Engineers, Office of 
the Chief of Engineers, Department of the Army, has reported on the application. 

The Acting Secretary of the Interior has reported on the application. 

Protests were filed by the city of Birmingham, Ala.; the county of Blount, 
Ala.; and Troy L. Ingram, of Oneonta, Ala. The city of Birmingham on 
November 7, 1952, filed a petition to intervene, which petition was granted 
by the Commission and the city later participated in the hearing on Novem- 
ber 17 and November 18, 1952. 

Pursuant to notice a public hearing on the application was held in Washing- 
ton, D. C. on November 17 and November 18, 1952. Oral argument was heard on 
November 18, 1952. 

The presiding examiner, having considered the entire record in the proceed- 
ing, including the matters referred to above, further finds: 

(1) The Locust Fork of Black Warrior River is a stream over which Con- 
gress has jurisdiction under its authority to regulate commerce with foreign 
nations and among the several States. 

(2) The applicant is a corporation organized under the laws of the State of 
Alabama. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project as proposed does not affect any Government dam. 

And it is hereby ordered : 

(A) A preliminary permit issued to Warrior River Electric Co-operative 
Association (hereinafter referred to as the permittee) for a period of 1144 years, 
effective as of the first day of the month in which the accepted permit is filed 
with the Commission by the permittee, for the sole purpose of maintaining pri- 
ority of application for a license for project No. 2102 to be located on Locust 
Fork of Black Warrior River, subject to the terms and conditions of the act 


which are hereby incorporated by reference as a part of this permit, and subject 
to such applicable rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the act. 


(B) This permit is also subject to the terms and conditions set forth in form 
P-1, entitled “Terms and Conditions of Preliminary Permit”, which terms and 
conditions (described as articles 1 through 8) are attached hereto and made 
a part hereof; and subject to the following special conditions set forth here as 
additional articles, to wit: 
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irticle 9. The permittee shall submit at the close of each six-month period 
from the effective date of the permit to the regional engineer of the Commission 
or to such other officer as the Commission 


having supervision over the project, 
accomplished during the period 


may designate, accurate statements of the work 
and of the work contemplated under the preliminary permit for the ensuing six- 
month period. 

Article 10. Project planning shall be carried on by the permittee in coopera- 
tion with the Division of Game, Fish and Seafoods, Department of Conserva- 
tion, State of Alabama, and the United States Fish and Wildlife Service in 
be given to the protection of the fish and 
and the permittee shall arrange with the 
an archeological sur- 


order that necessary consideration may 
wildlife resources of the affected area ; 
Smithsonian Institution or the University of Alabama for 
vey of the reservoir areas. 

(C) This order shall become final thirty 
or otherwise becomes the act of the Commission, 


(30) days from the date when it is 


affirmed by the Commission, 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the Federal Power Act; and failure to file such an application shall consti- 
tute acceptance on the part of the permittee of this preliminary permit. In 
acknowledgment of the acceptance 
by the permittee and returned to the Commission within sixty 


following the date when this order under the rules becomes the act 


e of this preliminary permit, it shall be signed 
(60) days next 
of the 


Commission. 


TERMS AND CONDITIONS OF PRELIMINARY PERMIT (FORM P—1) 

Article 1. The permittee shall make such engineering and other investiga- 
tions, secure such data, and perform such acts as are necessary in order to 
submit to the Commission as part of its application for license such maps, plans, 
specifications, estimate of cost, and other information for a full understanding 
of the proposed project as is required by the Commission’s rules and regulations ; 
and shall supply for the use of the Commission copies of engineering and geologic 
reports and results of tests and analyses, and any other information secured in 
connection with such investigations, examinations, and surveys when and as 
they are submitted to or completed by the permittee. In carrying out the re- 
quirements of this article the permittee shall : 

A. Install as soon as practicable and thereafter maintain such stream gages 
and stream-gaging stations as the District Engineer of the United States Geo- 
logical Survey having charge of stream-gaging operations in the region shall 
determine necessary and best adapted for the purpose of determining the stage 
and flow of the stream or streams from which water will be diverted, and shall 
provide for required readings of such gages and for the adequate rating of such 
stream-gaging stations. The exact location, design, and time of installation of 
gages and stations, the ratings of such stations, and the determination of the 
flow thereat shall be made under the supervision of or in cooperation with the 
district engineer of the Geological Survey having charge of stream-gaging op- 
erations in the region of said project ; and the permittee shall advance the said 
Geological Survey the amount of funds estimated to be necessary for such co- 
operation and supervision for such periods as may be mutually agreed upon. 
The permittee shall keep accurate and sufficient record of the foregoing deter- 
minations to the satisfaction of the Commission, shall make return of such rec- 
ords at the time of filing application for license and at such other times as the 
Commission may require, and in such form as the Commission may prescribe. 


B. Sink such test pits or make such borings or other foundation explorations 
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and make such geologic studies and tests on foundations and fill material as 
will make available sufficient information relating to character of foundations 
and materials for the project structures to permit the designing of the struc- 
tures in accordance with good engineering practice and the checking of their 
safety, adequacy, and desirability in the development of the resources involved. 

C. Begin the required investigations within sixty days after acceptance of the 
permit, and thereafter prosecute such investigations in such manner and at such 
rate as in the judgment of the Commission will insure the completion of all neces- 
sary investigations within the period of the permit. 

Article 2. A license will be issued for the proposed project only if in the judg- 
ment of the Commission said project will be best adapted to a comprehensive 
plan for the improvement and utilization of the site for purposes of navigation, 
of water-power development, and for other beneficial public uses, including recre- 
ational purposes. In reaching a decision thereon, the Commission will consider, 
among other things: 

A. Whether the maps, plans, and specifications are such : 

(1) That full, practicable utilization will be made of the water storage possi- 
bilities and the head at the site to be developed ; 

(2) That the structures will be safe and in accordance with good engineering 
practice ; and 

(3) That all unnecessary energy losses, whether in hydraulic works or in me- 
chanical or electrical equipment, will be avoided. 

B. Whether in relation to existing or probable future projects upon the same 
or adjacent streams, the fullest practicable utilization of the water, storage possi- 
bilities, and head available will be made possible. 

C. Whether said project will be in general accord with the most beneficial 
utilization of the water for navigation, water power, irrigation, or other beneficial 
public uses, and for aiding flood control, reclamation, and similar developments. 

ID. Whether proper provision is made for present or future electrical intercon- 
nection with other projects or systems in order to take advantage of diversity 
of streamflow and of power demands. 

E. Whether the use to which the power will be devoted is, in general, in accord 
with the needs of the community and of the public welfare. 

F. Whether the applicant is financially able to carry out the development. 

G. Whether the construction, maintenance, and operation of the proposed proj- 
ect works will interfere or be inconsistent with the purpose for which any 
reservation of lands of the United States was created or acquired. 

Article 3. The priority granted under the permit will be lost if the permittee 
fails to fulfill the requirements of the permit, if the permit is canceled by order 
of the Commission, or if in course of consideration by the Commission of said 
application for license, the permittee shall not on or before the date of expiration 
of the permit, or such later date as may be fixed by the Commission : 

A. File data required by the Commission in addition to that contained in or 
furnished with said application ; or 

B. Present satisfactory evidence of ability to carry out the plan as set forth 
in said application, or as required to be modified by the Commission; or 

C. Accept the conditions of the proposed license ; or 

D. Modify the plans as may be required by the Commission if the project 
adopted as disclosed in said plans is not such as in the judgment of the Commis- 
sion, based upon the consideration set forth in Article 2 hereof, will be best 
adapted to a comprehensive plan for the improvement and utilization of the 


site for the purposes of navigation, of water-power development, and for other 
beneficial public uses, including recreational purposes. 
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irticle 4. The permittee shall keep accurate and dependable records of all ex- 
penditures made for the purposes authorized by the permit, together with all 
vouchers and other supporting data relating to such expenditures, which records 
shall be retained by the permittee. 

irticle 5. If license is issued for said proposed project it shall be subject to 
the pertinent provisions of the act, to the rules and regulations of the Commission 
in effect at the time of issuance, and may contain such special conditions and 
requirements not inconsistent with the act as the Commission may require. 

Article 6. The permit confers no authority upon the permittee to undertake 
construction of the project, or any part thereof, or to occupy or use lands or 
other property of the United States for the purposes of construction unless spe- 
cific permission is given by the Commission for such occupancy or use; and neither 
the granting of such authority nor the performance of construction work whether 
with or without such authority shall be deemed to have created any equities or to 
have established any rights with respect to issuance of license, beyond what 
would have been created or established had such authority not been given or such 
work not been performed. 

irticle 7. In order to maintain the priority of application granted by the per- 
mit, the permittee shall on or before the expiration date of the permit file with 
the Commission or its designated agent, in conformity with the Commission’s 
rules and regulations then in effect, an application for license for the proposed 
project. 

Article 8. The permit is not transferable and may be canceled by order of the 
Commission upon failure of the permittee in good faith to begin or diligently to 
prosecute the investigations, examinations, and surveys contemplated under the 
permit, or to comply with any other conditions therein, or for any other good 
cause shown after notice and opportunity for hearing. 

Filed: November 20, 1952. Issued: December 2, 19852. 

FRANK A. HAMPTON, 
Chief Presiding Examiner. 


Order affirming decision of chief presiding eraminer and denying request for 


investigation and motion for oral argument 
Warrior River Electric Co-operative Association 
Project No. 2102 


Application was filed March 18, 1952, by Warrior River Electric Co-operative 
Association, of Oneonta, Alabama, for a preliminary permit under the Federal 
Power Act for proposed project No. 2102, to be located on Locust Fork, a tributary 
of Black Warrior River, in Blount County, Ala. 

A public hearing on the application was held in Washington, D. C., on Novem- 
ber 17 and 18, 1952, and oral argument was heard on November 18th before the 
Chief Presiding Examiner of the Commission, pursuant to the order of October 21, 
1952. At the hearing the County of Blount, Ala., entered an appearance and made 
statements and protests and the city of Birmingham, Ala., intervened by per- 
mission of the Commission. 

Upon the unanimous request of counsel, the examiver announced his decision 
from the bench at the conclusion of the hearing on November 18, 1952. The 
examiner’s decision issues a preliminary permit to the applicant for a period 
of one and one-half years. 

The city of Birmingham, intervener, on December 3, 1952 requested that the 
Commission undertake at the city’s expense an investigation of the water re- 
304039—57——47 










702 FEDERAL POWER COMMISSION 


sources involved and that the application for preliminary permit be held in abey- 
ance pending the outcome of the investigation. 

On December 8, 1952, the city filed its exceptions to the decision of the exam- 
iner and filed a motion that it be granted an opportunity to present oral argu- 
ment before the Commission in support of its exceptions. The city excepts, 
among other things, to the finding that public notice of the application has been 
given as required by the Federal Power Act. The city states that it did not 
receive notice from the Commission under that part of section 4(f) of the act 
which provides that notice in writing of an application for preliminary permit 
shall be given to any State or municipality “likely to be interested in or affected 
by” such application. 

Upon consideration of the record, the Commission finds: 

(1) It is desirable and in the public interest to affirm as the Commission’s own 
final decision the aforementioned decision of the examiner in this matter. 

(2) Since a preliminary permit is authorized by the act for the sole purpose 
of maintaining priority of application for a license during such period as may 
be necessary for making examinations and surveys, for preparing maps, plans, 
specifications, and estimates, and for making financial arrangements, and does 
not authorize construction of any part of the proposed project, it would not be 
reasonable for the Commission, by making its own investigation of the proposal, 
to compel the applicant, in order to support its application, to present the infor- 
mation and data which are required in support of an application for license. 
Inasmuch as the permittee would not be authorized by the permit to construct 
any portion of its proposed project, the permit would offer no legal bar to the 
city should the city decide to undertake the construction of municipal water sup- 
ply facilities in the section of the Locust Fork covered by the permit. No reason- 
able or proper ground for the Commission to undertake the proposed investigation 
has been shown. As another practical matter, the staff of the Commission could 
not well be spared from other important matters to undertake such an investiga- 
tion, even if the entire cost should be borne by the city. (See In the Matter of 
Linoma Power Co., 8 F. P. C. 999.) 

(3) The issues presented by the exceptions, save for the public notice, are 
not within the scope of an application for a preliminary permit and oral argu- 
ment would serve no useful purpose and is unnecessary to a proper determina- 
tion of the issues raised herein. 

(4) Public notice of the filing of the application was given as required by the 
Federal Power Act by publishing notice of the application in the newspaper 
“Southern Democrat” in Oneonta, Ala. In addition, notice was published in 
the Federal Register and notice in writing was given to the State of Alabama 
and the only municipality considered by the Commission as likely to be interested 
in or affected by the application. Although no direct notice was given the city 
of Birmingham in Jefferson County, the city informed the Commission by letter 
dated July 2, 1952 that it had “just received information” that the application 
had been filed. The city, therefore, has had actual and ample notice. 

The Commission orders: 


(A) The decision of the examiner in the above-entitled matter is hereby 
affirmed as the final decision of the Commission, subject to the provisions of 
section 313 (a) of the Federal Power Act, which decision, including form P-1, is 
made a part hereof by reference. 

(B) The request for investigation and the motion for oral argument of the 
city of Birmingham are hereby denied. 

Adopted: December 22, 1952. Issued: December 31, 1952. 
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APPENDIX 
ORDERS IN THE NATURE OF OPINIONS’* 
Order issuing new license (minor) 
Everett Leroy Kosar 
Project No. 1711 


Application was filed December 26, 1950, by Everett Leroy Kosar, of Route 1, 
Port Angeles, Wash., for a new license under the Federal Power Act (herein 
after referred to as the act) for constructed minor Project No. 1711, located on 
an unnamed stream, tributary to Indian Creek, in Clallam County, Wash., and 
affecting lands of the United States in sec. 26, T. 30 N., R. 8 W., Williamette 
meridian, Wash., within the Olympic National Forest. 

The project—the original license for which expired January 10, 1951—occupies 
0.42 acre of lands of the United States and consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 


(b) Project structures, comprising a small log diversion dam, a 6-inch pipe 


2,500 feet long, a 4-inch pipe 400 feet long, and a powerhouse with a Pelton water 
wheel having installed capacity of about 12 horsepower and an 8.5 kw gene- 
rator ; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights and interests, the possession of which is necessary or appropriate in 
the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which formed part of the expired license, which map as re 
designated is described as follows: 

Exhibit K: (F. P. C. No. 1711-1) entitled “Hydroelectric Power Project of 
Oscar Kosar, Port Angeles, Wash.” and signed on April 2, 1940, by Osear Edward 
Kosar. 

The original license for the project, which was issued to Oscar E. Kosar on 
January 11, 1941, for a period of 10 years, was transferred, effective as of No 
vember 4, 1947, to Everett Kosar. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Olympic National Forest, has reported favorably on the 
application. 

An Assistant Secretary of the Interior, acting for the Secretary of the In 
terior, has reported favorably on the application. 


1This appendix contains orders of the Commission selected from the orders adopted by 
the Commission during the period from January 1, 1952, to December 31, 1952, in con- 
formity with the Administrative Procedure Act of 1946 (60 Stat. 237-244; 5 U. S. C. 
1001-1011). 
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The Departments of Game and Fisheries of the State of Washington have re- 
ported favorably on the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should presently be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Olympic National 
Forest was created or acquired. 

(5) The installed capacity of the project is about 12 horsepower and the 
energy generated thereby is used by the applicant for lighting, power, and 
domestic purposes. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 


Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation re- 
serves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power of condemnation 
is reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 
23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to Everett Leroy Kosar under 
sections 4 (e) and 15 of the act for a period of 10 years, effective as of January 
11, 1951, for the operation and maintenance of minor Project No. 1711 upon lands 
of the United States within the Olympic National Forest, subject to the terms 
and conditions of the act which is hereby incorporated by reference as a part of 
this license (except that the terms and conditions of Part I of the act referred to 
in finding (7) above are hereby waived to the extent therein specified), and sub- 
ject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L—7, entitled “Terms and Conditions of License for Minor Project Affecting 
Lands of the United States,” which terms and conditions are attached hereto 
and made a part hereof. 

(C) Exhibit K (F. P. C. No. 1711-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This new license shall be accepted and returned to the Commission within 
60 days from date of issuance of this order. 


Adopted: January 3, 1952. Issued: January 10, 1952. 
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Order approving transfer of license (major), part of “ugreement and declara 
tion of trust,” and lease of project properties, and disclaiming jurisdiction 
under Part II of Federal Power Act 


The Arizona Power Co., The Valley National Bank of Phoenix, as Trustee, 
Northern Arizona Light & Power Co., and Central Arizona Light & Power Co. 


Project No. 2069, Docket No. E—-6385 


Joint application was filed on April 24, 1951, by The Arizona Power Co., licensee 
for major project No, 2069, and The Valley National Bank of Phoenix, as Trustee, 
of Phoenix, Ariz., for approval of transfer of the license for the project from the 
former to the latter. 

The joint application also requests approval of : 

(a) The transferee’s holding and owning of, and dealing with such license 
and the project works in the manner prescribed in the “Agreement and Dec- 
laration of Trust” filed as Exhibit A—2 of the joint application, and of 

(b) The aforementioned “Agreement and Declaration of Trust,” insofar as it 
provides for and prescribes the manner of transfer of the beneficial interests 
thereunder 

Joint application was also filed on April 24, 1951, by The Valley National Bank 
of Phoenix, as Trustee, Northern Arizona Light & Power Co., of Prescott, Ariz., 
and Central Arizona Light & Power Co., of Phoenix, Ariz., for approval of lease 
of the project properties from The Valley National Bank of Phoenix, as Trustee, 
to Northern Arizona Light & Power Co., with Central Arizona Light & Power 
Co. acting as guarantor of the lease, under an “Agreement of Guarantee.” 

On May 22, 1951, joint application (docket No. E-6385) was filed by Northern 
Arizona Light & Power Co., as lessee of the licensed project, and Central Arizona 
Light & Power Co., its parent, as guarantor of the lease, requesting a determina- 
tion by the Commission disclaiming jurisdiction under parts II and III of the 
Federal Power Act over the lease of the project properties to Northern Arizona 
Light & Power Co. and the guarantee of the lease by Central Arizona Light & 
Power Co. 

In support of the last-mentioned joint application, the applicants submitted 
verified data showing that Northern does not presently own or operate any 
facilities for the transmission or sale at wholesale of electric energy in interstate 
colnmerce, 

Central Arizona Light & Power Co. previously has been found to be a “public 
utility” within the meaning of that term as used in the Federal Power Act and 
subject to regulations as such. Central Arizona Light and Power Co., 9 F. P. C. 
15, 84 P. U. R. (N. 8S.) 3 (1950). However, it is organized and operates in the 
State of Arizona under the laws of which the Arizona Corporation Commission, 
by orders dated April # and 10, 1951, respectively, approved the lease of the 
project properties to Northern and the guarantee of that lease by Central. 

Project No. 2069 was placed under license on September 25, 1951, to The Arizona 
Power Co. The license is for a period of 50 years, effective as of January 1, 
1945. 

It appears that by a “Deed and Bill of Sale” executed on December 22, 1950, 
The Arizona Power Co., pursuant to its plan of liquidation and dissolution, con- 
veyed all of its right, title and interest in project No. 2069 to its principal stock- 
holders, as a liquidating dividend in kind, and the principal stockholders by lease 
executed the same day, viz. December 22, 1950, leased the project to Northern. 

It appears also that under an “Agreement and Declaration of Trust,” dated 
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March 29, 1951, the principal stockholders conveyed all of their right, title and 
interest in the project (excepting certain beneficial interests in the “trust prop- 
erty” which are reserved to the principal stockholders as beneficiaries under the 
trust agreement), to The Valley National Bank of Phoenix, as Trustee. On the 
same day, viz. March 29, 1951, the principal stockholders assigned their lease 
with Northern to the Valley Bank, which is before this Commission as assignee 
of the lease and trustee for the project properties. 

The aforementioned “Agreement and Declaration of Trust,” for which Commis- 
sion approval is requested to the extent indicated in paragraph (b) above, pro- 
vides, among other things, that voluntary assignments of any of the beneficial 
interest thereunder may be made by the beneficiaries during the period of the 
lease with Northern without Commission approval. 

The Valley Bank does not intend to maintain, operate, or be in physical pos- 
session of project No. 2069, but rather, the project will be maintained and 
operated and be in the possession of Northern as lessee. 

Counsel for The Arizona Power Co. has advised that notwithstanding the 
aforementioned plan of dissolution of the company, the latter has remained 
legally alive for the purpose of applying for and securing a license for the project 
and of joining with the Valley Bank in applying for transfer of license for the 
project from the former to the latter. 

The Commission finds: 

(1) The Valley Bank, the proposed transferee of the license, is a corporation 
organized under the laws of the state of Arizona and has submitted satisfactory 
evidence of compliance with the requirements of all applicable state laws insofar 
as necessary for the operation of the project. 

(2) Approval of the transfer of the license to the Valley Bank and of the lease 
of the project properties to Northern, as hereinafter provided, and approval of the 
“Agreement and Declaration of Trust,” insofar as the latter provides for and 
prescribes the manner of transfer of the beneficial interests thereunder, will not 
be inconsistent with the public interest. 

(3) The provisions of sections 203 and 204 of the Federal Power Act do not 
require that the lease by Northern as lessee, or the guarantee of that lease by 
Central, be authorized or approved by this Commission; but nothing herein shall 
be construed as indicating that the provisions of part III of the Act, or of rules, 
regulations or orders thereunder, are or will be inapplicable to Northern as a 
licensee or Central’ as a “public utility.” 

The Commission orders: 

(A) The transfer of the license for project No. 2069 from The Arizona Power 
Company to The Valley National Bank of Phoenix, as Trustee, is hereby approved, 
effective as of September 25, 1951, subject to section 9.3 of the Commission’s Reg- 
ulations under the Federal Power Act, and the new licensee shall be subject to all 
of the provisions and conditions of the Act to the same extent as though it were 
the original licensee for the project. 

(B) The leasing of project No. 2069 under the above-mentioned agreement dated 
December 22, 1950, between The Valley National Bank of Phoenix, as Trustee, and 
Northern Arizona Light & Power Co., is hereby approved, subject to the conditions 
set forth in paragraph (C) below, and the lessee shall be subject to all the terms 
and conditions of the license for project No. 2069, of the Federal Power Act, and 
of the rules and regulations of the Commission to the same extent as though the 
lessee were the licensee under the license. 


1 See e. g., Balance Sheet Accounts Instruction No. 7, of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees. 
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(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescense by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(D) The aforementioned “Agreement and Declaration of Trust”, insofar as it 
provides for and prescribes the manner of transfer of the beneficial interests there- 
under, is hereby approved. 

(E) This order shall become final 30 days from the date of its issuance unless 
pplication for rehearing shall be filed as provided by section 313 (a) of the act. 

(F) This instrument shall be accepted and returned to the Commission within 
60 days from date of issuance of this order. 


Adopted: January 3,1952. Issued: January 10, 1952. 


Findings and order issuing certificates of public convenience and necessity 
Cumberland & Allegheny Gas Co. and the Manufacturers Light & Heat Co. 
Docket Nos. G—1542, G—1773 


On December 4, 1950, Cumberland & Allegheny Gas Co. (Cumberland), in 
docket No. G—1542, filed an application, as supplemented on December 26, 1950, 
and August 7, 1951, for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 11 miles of 8-inch natural transmisison pipeline beginning 
in the vicinity of Mountain Lake Park, Garrett County, Md., and extending in 


a southerly direction to a connection with Cumberland’s main 12-inch pipeline 
in Union District, Grant County, W. Va., or, in the alternative, for an order 


disclaiming jurisdiction over the proposed construction and operation. 

On August 23, 1951, Cumberland and The Manufacturers Light & Heat Co. 
(Manufacturers), in docket No. G-1773, filed a joint application, as supplemented 
on October 4, 1951, for certificates of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act authorizing the construction, installation, and 
operation of the following described natural-gas facilities : 

By Cumberland: 

(a) Approximately 35 miles of 10-inch natural-gas transmission line from a 
point near Mountain Lake Park, Md., to a point on the Pennsylvania-West Vir- 
ginia border in Union District, Monongahela County, W. Va., together with a 
measuring and regulating station and connection with Manufacturers at the 
latter point. 

(5) One 880 horsepower compressor near Lock Lynn, Garrett County, Md. 

(c) Approximately 1.1 miles of 6-inch natural-gas transmission line extending 
from an existing 6-inch line of Cumberland to the site of the proposed Lock Lynn 
Compressor Station. 

(d@) Approximately 1.71 miles of 10-inch natural-gas transmission line, 1 mile 
of 6-inch natural-gas line, and 3.5 miles of 8-inch natural-gas line extending from 
a point in Mountain Lake Park Village, Garrett County, Md., to a point in Deer 
Park, Garrett County, Md. 

(e) One 1,200 horsepower compressor unit near Hopemont, Preston County, 


W. Va. 
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(f) Approximately 5 miles of 10-inch natural-gas transmission line extending 
from a point in Preston County, W. Va., to the proposed Hopemont Compressor 
Station. 

(9g) Approximately 3.5 miles of 4-inch natural-gas transmission line extending 
from the proposed 10-inch line (described in (a) above) to the community of 
Albright, Preston County, W. Va., together with a measuring and regulating 
station. 

(h) Conversion of the Thomas Compressor Station, Lewis County, W. Va., 
to two stage operation. 

By Manufacturers: 

(1) Approximately 100 feet of 10-inch natural-gas transmission line in Fayette 
County, Pa., from the end of the proposed line to be constructed by Cumberland 
(described in (a) above) to a connection with Manufacturers’ existing 12-inch 
transmission line to Waynesburg, Pa. 

(j) The exchange of a low-pressure compressor cylinder presently located 
at Manufacturers’ Hundred Compressor Station, Wetzel County, W. Va., for a 
low-pressure cylinder now at Cumberland’s Thomas Compressor Station. 

Temporary authorization to construct, install, and operate the facilities herein- 
before described was granted by the Commission to Cumberland on February 5, 
1951, in docket No. G-1542, and to Cumberland and Manufacturers on October 12, 
1951, in docket No. G-1773. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 29, 1951, respecting the matters involved and the issues presented by 
said applications. No protest to either of said applications has been received. 

The facilities proposed in docket No. G—1542 are to be used for the purpose of 
delivering additional natural gas in the northern part of Cumberland’s system, 
which additional natural gas is to be secured from new gas well drillings in 
Mountain Lake Park, Md. Cumberland’s present 6-inch transmission pipeline 
does not have sufficient capacity to handle the additional volumes of gas. Cum- 
berland estimates that the theoretical maximum capacity of its proposed 8-inch 


line in combination with its presently existing 6-inch line will be approximately 
25,000 M. c. f. per day. 

The facilities proposed in docket No. G-1773 are for the purpose of transporting 
natural gas produced by Cumberland in the Mountain Lake Park region, Garrett 
County, Md., and the Terra Alta field, Preston County, W. Va., north of a connec- 
tion with Manufacturers’ existing pipe-line system near Waynesburg, Pa. 


Cumberland estimates that there are proven reserves in the Terra Alta field 
totaling 27 billion cubic feet, and proven reserves in the Mountain Lake Park 
region totaling 14.6 billion cubic feet. The total production by Cumberland in the 
Terra Alta field and the Mountain Lake Park region will be between 20,000 and 
30,000 M. ec. f. per day. Of that daily production, Cumberland proposes to trans 
port 17,000 M. ec. f. per day, by means of the facilities proposed in docket No. 
G-1773, to Manufacturers. 

The Commission finds: 

(1) Cumberland, a West Virginia corporation, and Manufacturers, a Penn- 
sylvania corporation, each having its principal place of business in Pittsburgh, 
Pa., are engaged in the transportation and sale of natural gas in interstate com- 
merce for resale for ultimate public consumption, subject to the jurisdiction of 
the Commission and each is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission In the Matters of Cum- 
berland and Allegheny Gas Company, Docket No. G-887, 4 F. P. C. 472, and Vanu- 


facturers Light and Heat Company, Docket No. G-593, 4 F. P. C. 821. 
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(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas for resale in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of the applicants’ existing 
pipeline systems and the construction and operation thereof by the applicants are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act, as amended. 

(3) In docket Nos. G-1542 and G—1773, Cumberland and Manufacturers are 
able and willing properly to do the acts and to perform the services proposed and 
to conform to the provisions of the Natural Gas Act, as amended, and the require- 
ments, rules, and regulations of the Commission thereunder. 

(4) In docket No. G—1542, the proposed construction and operation by Cumber- 
land of the facilities hereinbefore described are required by the public convenience 
and necessity. 

(5) In Docket No. G-1773, the proposed construction and operation by Cumber- 
land and Manufacturers of the facilities hereinbefore described, are required by 
the public convenience and necessity. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Cumberland to construct and operate the facilities herein- 
before described all as more fully described in the application filed in docket No. 
G-1542, and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Certificates of public convenience and necessity be and the same are hereby 
issued authorizing Cumberland and Manufacturers to construct and operate the 
facilities hereinbefore described, all as more fully described in the joint applica- 
tion filed in docket No. G-1773, and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(C) Cumberland and Manufacturers shall respectively report to the Commis- 
sion, in writing and under oath, the completion date of the construction by each 
of the facilities hereinbefore described, together with the date of commencement 
of operations. 

(D) The certificates herein issued to Cumberland and Manufacturers are not 
transferable and each shall be effective only so long as the holders thereof continue 
the operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 


Adopted: January 8,1952. Issued: January 9, 1952. 


Order denying motions to dismiss application for an increase in rates and charges 
and changes in classification 


Natural Gas Pipeline Co. of America 
Docket No. G—1697 


On November 26, 1951, counsel for the staff of the Commission filed a 
motion requesting the Commission to dismiss the application for the increase in 
rates and charges and changes in classifications contained in proposed F. P. C. 
gas tariff, first revised volume No. 1 (issued October 12, 1951) filed by Natural 
Gas Pipeline Co. of America (Natural) and thereafter syspended by the 
Commission. 
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On November 30, 1951, the Director of Price Stabilization, an intervener herein, 
joined in the motion of Commission staff counsel upon the grounds set forth 
in the latter’s motion. 

On December 10, 1951, oral argument was had before the Commission 
concerning the matters involved and the issues presented by the aforesaid motions 
as well as by the motions of Natural filed herein on November 1 and 21, 1951. 
Counsel for all the movements participated at such argument. In addition, briefs 
were filed by Natural and staff counsel. 

By separate orders entered on this date the Commission, upon basis of evidence 
of record to date and upon consideration of the briefs filed and of the aforesaid 
oral argument, has (1) denied the motions filed by Natural to lift the suspension 
of the proposed tariff and to terminate the proceeding herein, and (2) recon- 
vened the hearing in this proceeding to commence in Washington, D. C., on 
January 30, 1952. 

It appears that the motions of staff counsel and the Director of Price Stabiliza- 
tion are bottomed upon the grounds that Natural has failed to sustain the burden 
imposed upon it by section 4 (e) of the Natural Gas Act to show that the proposed 
increase in rates and charges and changes in classifications are just, reasonable, 
and nondiscriminatory. Movants allege that the record is barren of evidence 
supporting or justifying the proposed increase in rates and charges and changes in 
classifications, such as the cost accruing to Natural attributable to its sales of 
natural gas and the relationship between such costs and the revenues derived 
therefrom or the other similar matters which are factors to be considered in 
determining whether the increased rates and charges and changes in classifica- 
tions are just, reasonable, and nondiscriminatory. 

Movants also point out that, at the hearing concerning the lawfulness of the 
rates, charges, and classifications set forth in the proposed tariff, Natural flatly 
asserted that it had no further testimony to offer herein no matter how the 
Commission disposed of Natural’s motion to lift the suspension. 

At the oral argument had at its request for an opportunity to show that the 
Commission unlawfully suspended the proposed tariff, Natural asserted that 
the evidence adduced by it conclusively established that the suspended tariff is 
just, reasonable, and nondiscriminatory. The Commission is unable to concur 
in such assertion. A review of the record shows that Natural produced no 
evidence to show the value of its property used and useful in its operations for 
serving its customers under the proposed rates and charges. It offered no proof 
of all operating costs in rendering that service, nor what would constitute a 
reasonable rate of return on the property so used. In absence of such proof, it 
cannot be said that Natural sustained the burden imposed upon it by section 

4 (e). Mississippi River Fuel Corporation v. Federal Power Commission, 121 
FF. 2d 159 (1941). 

As the Commission noted above, the motions of staff counsel and the Director 
of Price Stabilization were predicated, in part, upon an assertion by Natural 
indicating it had rested its case. It appears from statements of counsel for 
Natural at the oral argument, however, that should the Commission deny Nat- 
ural’s motion, as the Commission is doing by separate order, it would be appro- 
priate to set this matter for further hearing. The Commission interprets such 
statements to reflect a disposition by Natural, if an opportunity is afforded to 
it, to attempt properly to sustain the burden of proof imposed upon it by sec- 
tion 4 (e). 

In the circumstances of this case, it appears to the Commission that the grant- 
ing of the motions filed by staff counsel and the Director of Price Stabilization 
would probably result in a refiling by Natural of a new tariff with the attendant 
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duplication of the steps already taken in this proceeding, including, possibly, a 
further suspension period. In view of the foregoing and of the statement of 
counsel for Natural during oral argument noted above, we conclude that it is 
more desirable in the public interest from a procedural standpoint that Natural 
be given another opportunity to attempt to meet the burden of proof imposed 
upon it by section 4 (e) to the end that this proceeding may be expedited. 

The Commission finds: 

Good cause exists for denying the foregoing motions of counsel for the staff 
of the Commission and of the Director of Price Stabilization. 

The Commission orders: 

The motions filed on November 26 and 30, 1951, by counsel for the staff of the 
Commission and by the Director of Price Stabilization, respectively, be and they 
are hereby denied, without prejudice against their resubmission if it appears 
to such counsel that Natural Gas Pipeline Company of America at the reconvened 
hearing to be held in this proceeding does not sustain the burden of proof imposed 
upon it by section 4 (e) of the Natural Gas Act. 


Adopted: January 8, 1952. Issued: January 9, 1952. 


Order granting certificate of public convenience and necessity and granting 
permission to abandon by sale 


Martin Wunderlich, Lee Aikin, and United Gas Pipe Line Co. 
Docket Nos. G—1801, G—1825 


On October 2, 1951, Martin Wunderlich and Lee Aikin, individuals, filed a joint 
application in docket No. G—1801 for a certificate of public convenience and 
necessity authorizing them jointly to acquire and operate certain facilities of 
United Gas Pipe Line Co. (United) included in what is known as the “Wichita 
Falls District” of United, said facilities including approximately 678 miles of 
pipeline ranging in size from 1 inch to 16 inches, and extending from Wheeler 
County, Tex. to Young County, Tex., through Harmon County, Okla., and being 
more fully described in the said application which is on file with the Commission 
and open to public inspection. 

On October 29, 1951, United filed an application in docket No. G-—1825 for per- 
mission and for approval of abandonment by sale to Wunderlich and Aikin of 
the above-described facilities. By order of the Commission dated November 27, 
1951, these proceedings were consolidated for purpose of hearing and, after 
due notice, hearing was begun on December 10 and concluded on December 
11, 1951. 

Martin Wunderlich and Lee Aikin, the individual applicants in docket No. 
G-—1801, are not now, and have not in the past, engaged in the natural-gas 
business. They proposed to acquire, for the sum of $5,000,001, all of United’s 
facilities in the “Wichita Falls District,” together with certain properties of 
United Gas Corp. and Union Producing Co., both affiliates of United, located in 
and around United’s Wichita Falls District. These properties include all gas 
transmission, distribution, and production facilities, together with materials, 
supplies, and other items comprising the North Texas Division of United Gas 
Corp. and the Wichita Falls District of United and Union Producing Co. 

United’s Wichita Falls District is not connected to the rest of United’s system. 
It faces a critical shortage of gas. During 1951-1952, United will have available 
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for distribution only 41,000 M. c. f. of natural gas to meet estimated 63,585 
M. c. f. of peak-day requirements in the Wichita Falls District. For 1952-53, 
United estimates peak-day requirements at 66,900 M. c. f., and states that it 
will have available to meet this demand less than 25,000 M. ¢c. f. per day. The 
sharp decrease in supply to meet 1952-53 requirements would result from the 
anticipated March 31, 1952, expiration of a contract entered into in 1950 between 
United and Consolidated Gas Utilities Corp., by virtue of which United now ob- 
tains up to 17,000 M. ¢. f. per day of natural gas which it uses in its Wichita Falls 
District. Furthermore, United’s witnesses testified that daily availability from 
United’s East Panhandle Field, which serves the Wichita Falls District, is de- 
clining rapidly, and that the field cannot be considered seriously as a source of 
supply for the future requirements of the Wichita Falls District. 

Evidence was introduced on behalf of United to the effect that unsuccessful 
efforts had been made during the past several years to find new sources of gas 
supply for the Wichita Falls District, and that to connect the district with the 
rest of United’s system would not be economically feasible. The record shows 
that, with the exception of the short-term contract with Consolidated Gas Utilities 
Corp., no successful effort by United to provide an adequate gas supply for the 
district has been made, although the present crisis has been foreseen for several 
years. 

Wunderlich and Aikin entered into their agreement of purchase with United 
on August 29,1951. Subsequently, on November 1, 1951, they entered into a series 
of contracts with Lone Star Gas Co. (Lone Star), by virtue of which Lone Star 
would supply Wunderlich and Aikin with gas during the year 1951-52, in return 
for which Wunderlich and Aikin would, on or before December 1, 1952, sell to 
Lone Star, for the sum of $5,752,339.58, all of the properties which they propose 
to acquire from United, as well as properties Wunderlich and Aikin would acquire 
from United Gas Corp. and Union Producing Co. 

In order to serve Wunderlich and Aikin, Lone Star would construct two pipe- 
lines. The first would consist of approximately 8 miles of line extending from 
Lone Star’s line CA-E in Jack County, Tex., to a connection with United’s existing 
system in the Sewell Gas Field. The second would consist of approximately 
2,000 feet of 10-inch line within the city limits of Wichita Falls, Tex., from 
Lone Star’s West Wichita Falls Measuring Station to one of United's 12-inch 
lines. The line to Sewell would physically permit Lone Star to supply Wunder- 
lich and Aikin with 9,000 M. c. f. of natural gas per day, and the connection at 
Wichita Falls would permit the supplying of 15,000 M. c. f. per day. 

The contract between Lone Star and Wunderlich and Aikin sets a limit on 
the amount of gas which Lone Star would be legally obligated to deliver to 
Wunderlich and Aikin. By the terms of paragraph 5 of the contract, Lone Star 
is not obligated “‘to supply gas to Wunderlich and Aikin if to do so would require 
Lone Star to curtail or interrupt service to its domestic and commercial customers 
nor to supply gas to Wunderlich and Aikin for service to their industrial customers 
when to do so would require Lone Star to curtail service to its own industrial 
customers, unless Wunderlich and Aikin shall have first completely curtailed 
service to their own customers who were customarily subject to curtailment by 
United Gas Corp. and United Gas Pipe Line Co. * * *.” 

There has been curtailment in the past on Lone Star’s Zone 7-8-9, from which 
the Wichita Falls District would be served during 1951-52. A minor curtailment 
of 1,000 M. c. f. occurred during a peak day in the winter of 1950-51, and in prior 
years a greater curtailment was necessary. Present availability of gas to Lone 
Star’s Zone 7-8-9 is slightly below the estimated peak-day demand. The record 
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shows, however, that on most days during 1952, Lone Star would be able to 
furnish Wunderlich and Aikin with quantities of gas sufficient to operate without 
significant curtailment. Engineer witnesses employed by Lone Star stated that 
in no case would curtailment in the District during winter 1952 affect other than 
large industrial customers, 

The only evidence submitted in connection with gas supply after 1951-52 
concerned Lone Star’s reserves for service of the Wichita Falls District in the 
event Lone Star acquired the properties. Engineer witnesses of Lone Star 
claimed reserves, either available or which could be made available to serve the 
Wichita Falls District, in the amount of 446,431,089 M. c. f., which quantity is 
claimed to be sufficient to meet Lone Star's own requirements in addition to 
those of the Wichita Falls District for 20.3 years. However, no geological data 
or engineering studies were submitted to show Lone Star’s ability properly to 
provide adequate service to the Wichita Falls District as well as to its existing 
market. 

The Wichita Falls District would be operated jointly by Wunderlich and 
Aikin, as partners. They would borrow virtually the entire amount of the 
purchase price, $5,000,000, from the City National Bank of Houston, Tex. Their 
contract with the bank requires that the loan be evidenced by a joint promissory 
note and permits the bank to require that security be furnished in the form of 
a mortgage or a deed of trust. Such security has not yet been requested by the 
bank. Wunderlich and Aikin testified that they would provide working capital 
in the amount of $500,000 out of their personal funds. 

Both Wunderlich and Aikin presented evidence reflecting their financial worth. 
Mr. Aikin testified that he was engaged in the contracting business with his son 
under a partnership arrangement. The net worth of that partnership is ap- 
proximately $327,768. Mr. Wunderlich testified that his net worth was now 
somewhat higher than the $4,688,576 shown by his net-worth statement as of 
June 30, 1951. 

A pro-forma income statement of the proposed Wunderlich-Aikin operation 
shows estimated operating revenues for 1952 of $2,257,657, net operating income 
of $378,531, and estimated fixed charges of $227,600. Net income would amount 
to only $150,931 before provision for federal income taxes. 

In the interval between the purchase of the properties and the sale to Lone 
Star, Wunderlich and Aikin would operate under a partnership arrangement. 
For this purpose, they have formed a partnership in which they would be 
general partners, with unlimited liability, and a Mr. Charles J. Francis would 
be a limited partner. Operations would be solely under the control of Wunder- 
lich and Aikin. The partnership has filed in Texas under the name of “North 
Texas Gas Co., Ltd.” 

The Commission finds: 

(1) United Gas Pipe Line Corp. (United) is a Delaware corporation having 
its principal place of business at Shreveport, La., and it owns and operates a 
natural-gas transmission pipeline system located in the States of Texas, Okla- 
homa, Mississippi, Louisiana, Alabama, and Florida, and by such operations 
United is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of November 10, 1942, in docket No. G—232, 
3 F. P. C. 863. 

(2) The properties described in the applications in docket Nos. G-1801 and 
G—1825 include facilities which are used in the transportation and sale for re- 
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sale of natural gas in interstate commerce; and the sale of such facilities by 
United is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act, and their acquisition and operation by Wunderlich and Aikin 
is subject to the requirements of subsections (ce), (d), and (e) of section 7 of the 
Natural Gas Act. 

(3) The evidence of record shows that United is unable to provide adequate 
natural-gas service to the Wichita Falls District because of insufficient supplies 
of natural gas, and that United has no plans for provision of an adequate gas 
supply for the Wichita Falls District in the event the sale contemplated in these 
proceedings is not authorized. 

(4) The evidence of record shows that Wunderlich and Aikin, by reason of 
their gas supply contract with Lone Star Gas Co. (Lone Star), will be able to 
render adequate service to the Wichita Falls District during 1952. 

(5) Acquisition and operation by Lone Star of the properties comprising the 
Wichita Falls District may be required by the future public convenience and 
necessity, provided that Lone Star can show that it is able properly to provide 
adequate service to the Wichita Falls District, upon acquisition thereof. 

(6) In the event that Lone Star can demonstrate its ability properly to serve 
the Wichita Falls District, it is desirable and in the public interest that the prop- 
erties described in the applications in docket Nos. G-1801 and G—1825 be acquired 
and operated by Lone Star at the earliest practicable date. 

(7) It is reasonable and in the public interest that any certificate of public 
convenience and necessity granted to Wunderlich and Aiken be conditioned so 
that the certificate shall not become effective unless (a) within 30 days from 
the date of this order Wunderlich and Aikin shall have filed with the Commis- 
sion an application for an order permitting and approving transfer to Lone Star 
of the facilities for which a certificate of public convenience and necessity was 
requested in docket No. G-1801; and unless (0) within 90 days from the date 
of this order Lone Star shall have filed an application for and shall have received 
a certificate of public convenience and necessity authorizing it to acquire and 
operate the facilities for which a certificate of public convenience and necessity 
was requested in docket No. G—1801. 

(8) Public convenience and necessity permits the proposed sale by United 
to Wunderlich and Aikin and an order authorizing and approving the same 
should be made as hereinafter ordered and conditioned. 

(9) Applicants Wunderlich and Aikin are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, as amended, and the requirements, rules, and regulations 
of the Commission thereunder. 

(10) The proposed acquisition and operation by Wunderlich and Aikin are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) United Gas Pipe Line Co. be and it is hereby granted permission and 
approval to abandon by sale to Wunderlich and Aikin such facilities in its 
Wichita Falls District as it seeks authority to sell, all as more fully described 
in the application in docket No. G-1825, subject to the provisions of paragraphs 
(©), (D), and (EB) of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Martin Wunderlich and Lee Aikin, authorizing them to acquire and 
operate such facilities as they seek authority to acquire and operate, all as more 
fully described in the application in docket No. G—1801, subject to the provisions 
of paragraphs (C), (D), and (E) of this order. 
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(C) The permission and approval to abandon granted to United in paragraph 
(A) hereof and the certificate of public convenience and necessity issued to 
Martin Wunderlich and Lee Aikin in paragraph (B) hereof shall not become 
effective unless and until (1) within 30 days from the date of issuance of this 
order, Martin Wunderlich and Lee Aikin shall have filed an application for an 
order of this Commission permitting and approving transfer by them to Lone 
Star Gas Co. of the facilities in the Wichita Falls District for which they re- 
quested a certificate of public convenience and necessity in docket No. G-1801; 
and (2) within 90 days from the date of issuance of this order, Lone Star Gas 
Co. shall have applied for and have received a certificate of public convenience 
and necessity authorizing it to acquire and operate the facilities for which a 
certificate of public convenience and necessity was sought in docket No. G—1801. 

(D) Applicants Martin Wunderlich and Lee Aikin shall report to the Com- 
mission, in writing and under oath, the effective date of the acquisition of the 
facilities hereinbefore described, together with the date of commencement of 
operation thereof. 

(E) The certificate issued hereby is not transferable and shall be effective 
only so long as applicants Martin Wunderlich and Lee Aikin continue the op- 
erations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission. 









Adopted: January 8, 1952. Issued: January 8, 1952. 


Order denying motions to lift suspension of proposed tariff and to terminate 
proceeding 


Natural Gas Pipeline Co. of America 


Docket No. G-1697 























On November 1, 1951, Natural Gas Pipeline Co. of America (Natural) filed a 
motion requesting the Commission to lift the suspension as to its proposed F. P. C. 
gas tariff, first revised volume No. 1 (issued October 12, 1951), to allow said tariff 
to become effective, and to terminate this proceeding. The proposed tariff had 
been suspended by previous orders of the Commission. By order issued October 
10, 1951, the Commission fixed November 20, 1951, as the date of commencement 
of hearing in Washington, D. C., concerning the lawfulness of the rates, charges, 
and classifications set forth in said tariff. 

On November 21, 1951, during the course of such hearing, Natural filed a motion 
renewing its motion of November 1, 1951, upon each and all the grounds set forth 
in the latter motion and as those grounds, in its opinion, were supported and 
established at the hearing on November 20 and 21, 1951. In addition, Natural 
requested that its motions be set for oral argument before the Commission. The 
hearing herein was recessed on November 21, 1951, by the presiding examiner to a 
date to be fixed by further order of the Commission. 

Pursuant to the order of the Commission issued November 29, 1951, oral argu- 
ment was had before the Commission on December 10, 1951, concerning the matters 
involved and the issues presented by the aforesaid motions of Natural as well as 
by the motions filed on November 26 and 30, 1951, by counsel for the staff of the 
Commission and the Director of Price Stabilization, respectively, requesting the 
Commission to dismiss the application for the increase in the rates and charges 
and for the changes in classifications set forth in the proposed tariff. All the 
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movants participated at the oral argument, and briefs in support of their motions 
were filed by Natural and staff counsel. 

By separate orders entered on this date in this proceeding, the Commission, upon 
the basis of the record to date and upon consideration of the briefs filed and the 
oral argument had, has (1) denied the motions filed by staff counsel and by the 
Director of Price Stabilization, and (2) reconvened the hearing in this proceeding 
to commence on January 30, 1952, in Washington, D. C. 

In its written motions and brief, Natural urges the Commission to reconsider 
the orders issued on May 31 and October 31, 1951, suspending the proposed 
tariff. It alleges that the proposed tariff cannot be lawfully suspended. In 
support of this position, Natural asserts that the service to be rendered under 
those provisions of the proposed tariff which are not now contained in its F. P. C. 
gas tariff, original volume No. 1, is a new and initial service. As such, under 
the provisions of the Natural Gas Act and the Commission's substantive rules, 
Natural says, the proposed tariff cannot be suspended. Supplementary thereto, 
Natural also contends that the proposed tariff does not increase any rate or 
charge now contained in its F. P. C. gas tariff, original volume No. 1, within the 
meaning of section 4 (e) of the Natural Gas Act. 

The Commission notes that, although Natural in motions and in opening state- 
ment of counsel, repeatedly requested oral argument on its motions, its counsel, 
in the oral argument, in effect abandoned Natural’s contention that the proposed 
tariff was unlawfully suspended. Counsel for Natural did not argae the ques 
tion of suspendability, but attempted to prove that the evidence adduced by 
Natural at the hearing established that the proposed tariff was just, reasonable, 
and nondiscriminatory. Such argument necessarily assumes that the proposed 
tariff was properly suspended. The Commission, however, is not persuaded 
at this stage of the proceeding that Natural has sustained the burden of proof 
imposed upon it by section 4 (e), and, therefore, by separate order, the Com- 
mission is reconvening the hearing in this proceeding. 

That Natural has apparently abandoned the position expressed in its motions, 
however, does not discharge the Commission’s responsibility of passing upon 
them. It is elementary that jurisdiction cannot be conferred upon the Com- 
mission by consent. In fact, Natural’s motions challenge our jurisdiction. 

The proposed tariff filed by Natural herein is designed to supersede its F. P. C. 
gas tariff, original volume No. 1. Said F. P. C. gas tariff, original volume No. 1, 
contains three rate schedules: rate schedule G-1 general; rate schedule R-1— 
processing ; and R-2—-boiler fuel. The G—1 schedule provides for firm, general- 
use service. It contains a demand charge of $1.35 per M. c. f. per month, and a 
commodity charge of 6.67 cents per M. c.f. The R-1 and R-2 schedules provide 
interruptible service. Natural gas sold thereunder is priced at 11 cents and 10 
cents per M. c. f. respectively. 

Under the suspended tariff, Natural proposes to replace the G—1 schedule with 
rate schedule CD-1, and the R-1 and R-2 schedules, with rate schedule I-1. 
The CD-1 schedule, which provides for firm, general-use service, contains a two 
block demand-commodity rate. The first block of the billing demand is different 
for each of Natural’s customers. Such block is equal to any customer's allocated 
portion of Natural’s capacity of 522,750 M. c.f. Under the second block of billing 
demand, Natural proposes to allocate an additional 81,822 M. c. f. of natural gas 
to its customers west of Joliet, which is made available by purchase from Texas 
Illinois Natural Gas Pipeline Co. (Texas-Illinois). The delivery of the addi- 
tional 81,822 M. c. f. daily to Natural’s customers west of Joliet will be made by 
displacement. The second block of billing demand is priced at an increased 
rate. 
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Under the CD-1 schedule, Natural proposes to allow each of its customers to 
purchase the first block at a demand rate of $1.35 per M. c. f. per month and 
a commodity charge of 6.67 cents per M.c. f. For additional quantities of natural 
gas, the schedule consists of a demand charge of $2.50 per M. c. f. per month, 
and a commodity charge of 16 cents per M. c. f. The demand and commodity 
components of the second block of billing demand are identical to the cor- 
responding components in the effective tariff of Texas-Illinois. In effect, it 
appears that the blocking arrangement so provided will result in establishing 
19 separate rates, one for each of Natural’s customers. Under the proposed 
I-1 rate schedule, interruptible gas is priced at 16 cents per M. c. f. 

Upon an appraisal of the evidence of record as made thus far, the briefs, and 
the oral argument had, it appears to the Commission that no new or initial 
service is provided for under the proposed tariff. Such tariff merely provides 
for deliveries of greater volumes of gas for firm service to Natural’s customers 
west of Joliet by increasing the contract demands. The additional volumes are 
physically delivered in substantially the same manner and at substantially the 
same delivery points and under substantially similar circumstances as lesser 
quantities of natural gas were delivered. It is true, as we noted above, that 
such additional volumes are made available by displacement. That fact, how- 
ever, does not of itself make the service new or initial. 

Clearly, Natural could deliver the additional quantities of natural gas under 
the provisions of its F. P. C. gas tariff, original volume No. 1. It would require, 
of course, the amendment of certain index sheets in such tariff to provide for the 
increase in contract demands. 

Followed to its logical end, under Natural’s contention every increase in con- 
tract demand would constitute a new and initial service, and every rate schedule 
providing for such increase would constitute an initial rate schedule beyond 
the suspension power of the Commission. Such an interpretation would effec- 
tively nullify the legislative rate scheme provided for by Congress in section 4, 
and particularly subsection (e) thereof. We have rejected a similar contention 
in the past. In the Matter of Panhandle Eastern Pipeline Co., docket No. 
G-1010, 7 F. P. C. 456. In essence, the proposed tariff provides for more of the 
same kind of service to the customers west of Joliet at increased rates and 
charges. 


Since the Commission considers the service rendered under the proposed 
tariff is not new or initial, it is unnecessary to deal at length with the subsidiary 
contention of Natural that the proposed tariff does not increase the rates and 
charges contained in F. P. C. gas tariff, original volume No. 1, within the meaning 
of section 4 (e). Such subsidiary contention takes its substance from Natural’s 
major premise which we have rejected. 


The submittals filed by Natural with its proposed tariff clearly show that the 
application of the rates contained therein to the sales for resale anticipated 
during the calendar year 1952 will increase the charges to customers west of 
Joliet by approximately $2,400,000. Those submittals also show that if the 
proposed rates had been applied to sales actually made by Natural during the 
year ending May 31, 1951, they would have returned to the pipeline revenues in 
excess of those received from the application of the rates contained in F. P. C. 
gas tariff, original volume No.1. Clearly, the proposed tariff increases the rates 
and charges to those customers of Natural west of Joliet in relationship to total 
load. 

Morever, the Commission is unable to perceive how Natural can contend that 
its proposed interruptible rate schedule does not change the present rates and 
charges for such service. As we have seen, the suspended tariff replaces the 
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present interruptible schedules with the proposed I-1 schedule. It also increases 
the rates and charges from 10 and 11 cents per M. c. f. to 16 cents per M. c. f. 

Furthermore, a cursory review of the proposed tariff reveals, in addition to 
the changes previously noted, changes in terms and conditions, such as the in- 
clusion of a provision of penalties for takes in excess of contract demands, and 
changes in the form of the effective service agreement. Section 4 (e) plainly 
empowers the Commission to suspend any change in rate, charge, classification, 
or service, or in any rule, regulation, or contract relating thereto filed under 
section 4 (d). 

Natural further contends that the proposed tariff is justified under, required 
by, and in conformity with orders of the Commission entered Jn the Matters of 
Texas Illinois Natural Gas Pipeline Co., in Docket Nos. G-1246 and G-1477. In 
the opinion, 9 F’. P. C. 105, and accompanying order issued June 14, 1950, however, 
the Commission expressly pointed out that Natural was not a party to that 
proceeding and that the manner in which Natural was to bill its customers west 
of Joliet for additional volumes provided out of any gas purchased from Texas 
Illinois was not a matter before the Commission at that time. 

Upon a review of the evidence of record to date, the briefs filed, and oral 
argument had, the Commission concludes that it properly and lawfully suspended 
the proposed increase in rates and charges set forth in Natural’s proposed tariff. 

The Commission finds: 

Good cause exists for denying the motions filed by Natural in this proceeding 
on November 1 and 21, 1951. 

The Commission orders: 

The motions of Natural Gas Pipeline Co. of America filed on November 1 and 21, 
1951, in this proceeding be and they are hereby denied. 

Adopted: January 8, 1952. Issued: January 9, 1952. 


Order consolidating proceedings and fixing date of hearing on petition to amend 
order issuing certificate of public convenience and necessity 


Rockland Light and Power Co., Atlantic Seaboard Corp., The Manufacturers 
Light & Heat Co., Transcontinental Gas Pipe Line Corp., and United Fuel 
Gas Co. 


Docket Nos. G-1728, G-1621, G-1747, G—1633, G-1277, G-1650, G-1713, G-1800 


On January 2, 1952, Transcontinental Gas Pipe Line Corp. (Transcontinental), 
a Delaware corporation, having its principal place of business at Houston, Tex., 
filed a petition for temporary amendment of the Commission’s order in docket No. 
G-1277, dated April 28, 1950, issuing a certificate of public convenience and neces- 
sity authorizing Transcontinental to sell and deliver natural gas to certain utilities 
and municipalities, among them being: Consolidated Edison Co., the Brooklyn 
Union Gas Co., Public Service Electric & Gas Co., Philadelphia Electric Co., and 
Long Island Lighting System. 

The Commission by order issued December 7, 1951, reopened the proceedings 
in docket No. G-1277 for the purpose of determining the disposition of 64,000 
M. c. f. per day of natural gas heretofore authorized for delivery to Northeastern 
Gas Transmission Co. A public hearing is to be held in the reopened proceedings 
commencing on January 28, 1952. 
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Pending a final determination by the Commission in the reopened proceedings, 
Transcontinental seeks authority, by its petition, to make the following daily 
deliveries in excess of those authorized by the Commission’s order of April 28, 
1950: M. c. f. 

Consolidated Edison Co ; ales _.. 15, 000 
The Brooklyn Union Gas Co : ; cn ES 
Public Service Electric & Gas Co_-_- : _. 16, 000 
Philadelphia Electric Co__.----~- ; 7, 500 
Long Island Lighting System ie 1, 500 


Total_ ; 46, 000 


The remaining 18,000 M. ec. f. per day of natural gas would be delivered to the 
Columbia Gas System, Inc., under existing exchange agreements between Trans- 
continental and subsidiaries of the Columbia Gas System. 

Transcontinental proposes, in its petition, that such temporary deliveries would 
be made in accordance with its rate schedule CD-2, and with the applicable 
provisions of the general terms and conditions of its F. P. C. gas tariff on file 
with the Commission. However, it appears that petitioner's effective rate schedule 
CD-2 is not applicable to the type of service proposed, for among other reasons, it 
is applicable only to long-term (20-year) sales of gas. As stated above, Trans- 
continental, in its petition, proposes the sale of gas to the specified customers 
in the stated quantities only for a temporary period until such 64,000 M. ec. f. per 
day of gas may be disposed of by final Commission order in the reopened pro- 
ceedings. 

In our opinion, Jn the matter of Transcontinental Pipe Line Corp., docket 
No. G—1277, 9 F. P. C. 32, this Commission noted that there would be available on 
Transcontinental’s system a certain quantity of natural gas in excess of require- 
ments to meet its contract obligations to its customers during its initial period of 
operation, which is the situation existing at this time, and that such excess gas 
could be sold under Transcontinental’s excess gas rate schedule E, which provides 
a price of 22¢ per M. c. f. 

Thus, Transcontinental may dispose of any excess gas above its contract obli 
gations in accordance with the provisions of its effective rate schedule EK by 
offering it to its firm-service customers in proportion to their respective contract 
or maximum daily demands. Such service may be rendered under Transconti- 
nental’s present certificate authorizations. Instead, Transcontinental in its 
petition states it offered such excess gas only to its present customers north of 
compressor station No. 16, and proposes to increase temporarily its daily deliveries 
to certain of its customers, as indicated above, under its effective rate schedule 
CD-2 at a price which averages about 28¢ per M. c. f. at 100% load factor. 

When the Commission issued its aforementioned order of December 7, 1951, 
reopening the proceeding in docket No. G—1277, consolidating the above docketed 
matters, and fixing the date of hearing therefor, said order recited that since 
it appeared Transcontinental has a substantial volume of gas available which 
may be used for the purpose of alleviating the critical market shortages in the 
areas adjacent to its system, it therefore found it would be in the public interest 
to reopen the proceedings in docket No. G-1277 for the purpose of determining: 

(1) Whether the certificate in that docket should be modified to provide for 
the sale and delivery of 64,000 M. c. f. to specified customers on a permanent 

1 Exclusive of the proceeding in docket No. G-—1728 which was consolidated with the 
several proceedings by order issued December 26, 1951. 
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basis; (2) whether such volume of gas should be disposed of by further order 
of the Commission on a temporary basis; or (3) whether some other plan should 
be devised for the utilization of the 64,000 M. c. f. which may be available in the 
Transcontinental system. 

The Commission finds: 

(1) The issues raised by Transcontinental’s petition to amend are included 
among those set forth in this Commission’s order of December 7, 1951, herein- 
before mentioned. 

(2) It is appropriate in administering the Natural Gas Act that a hearing 
be held on Transcontinental’s petition to amend in conjunction with the above- 
docketed matters; orderly procedure requires that said proceeding be consoli- 
dated for the purpose of hearing with the above-docketed matters to be held at 
the time and place heretofore fixed by the Commission's orders issued December 
7 and December 26, 1951. 

The Commission orders: 

(A) The proceeding in relation to Transcontinental Gas Pipe Line Corp.’s 
petition to amend the Commission’s order dated April 28, 1950, in docket No. 
G-1277, be and the same is hereby consolidated for the purpose of hearing with 
the consolidated proceedings in docket Nos. G-—1621, G-—1747, G-—1633, G-—1277, 
G-1650, G-1713, G-1728 and G—1800. 

(B) Pursuant to the authority contained in and by virtue of the jurisdiction 
conferred upon the Commission by sections 7 and 15 of the Natural Gas Act, and 
the Commission’s Rules of Practice and Procedure, a public hearing be held 
commencing January 28, 1952, at 10 a. m. (e. s. t.) in the hearing room of the 
Federal Power Commission, 1800 Pennsylvania Avenue NW., Washington, D. C., 
concerning the matters involved and the issues presented by the proceedings 
consolidated in paragraph (A) hereof. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s Rules of Practice 
and Procedure. 
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Adopted: January 9, 1952. Issued: January 10, 1952. 


Order supplementing prior determination of emergency and granting exemption 
for use of interconnections 


rrin 


Tennessee Valley Authority, Atomic Energy Commission, The Cleveland Electric 
lluminating Co., Columbus & Southern Ohio Electrie Co., Duquesne Light 
Co., and The Toledo Edison Co. 


Docket No. E-6369 











By order entered July 27, 1951, upon the joint application of Tennessee Valley 
Authority, Atomic Energy Commission, The Cleveland Electric Illuminating Co., 
Columbus & Southern Ohio Electric Co., Duquesne Light Co. and the Toledo 
Edison Co., the Commission found and determined that an emergency exists 
within the meaning of section 202 (d) of the Federal Power Act in the system 
of Tennessee Valley Authority by reason of the unprecedented increase in the 
demand for electric energy and the shortage of generating and transmission 
equipment and facilities necessary to carry adequately the increased loads of 
Atomic Energy Commission at its Oak Ridge plant and ordered that the main- 
tenance and use of the interconnections specified in said order for the purpose 
of making available to TVA 100,000 kilowatt capacity until June 30, 1952, will 
help serve the emergency needs of TVA and be in the public interest and shall 
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not affect the status under the Federal Power Act of the four companies joining 
in the application. 

By application filed December 20, 1951, by the Marietta Electric Co., (Marietta 
Co.) concurred in by Union Carbide and Carbon Corp. (Union Carbide), it is 
requested that the order of July 27, 1951, be supplemented to add to the inter- 
connections there specified the interconnection between Marietta Co. and Union 
Carbide located at the substation adjacent to the plant of Union Carbide in 
Riverview, Warren Township, Washington County, Ohio. There is an agreement 
between Union Carbide and Marietta Co. pursuant to which electric energy is 
interchanged between the parties at 142,000 volts. Since the generation and sale 
under which such interchange agreement of electric energy may involve the 
sale at wholesale of electric energy in interstate commerce as a result of the 
transmission and sale of electric energy by Marietta Co., in alleviation of the 
emergency in the system of TVA, it is requested that for such time as the 
Marietta Co. makes available electric capacity and energy, as comprehended 
by the order of July 27, 1951, the supply of electric energy by Union Carbide 
and the use of its facilities pursuant to the agreement referred to for the purpose 
stated above will not subject it to the jurisdiction of the Commission. 

The Commission finds and determines: 

(1) The maintenance and use of the interconnection between Union Carbide 
and the Marietta Co. described above, for the purpose hereinafter authorized 
may involve the transmission and sale at wholesale of electric energy in interstate 
commerce Within the meaning of section 201 of the act. 

(2) Union Carbide, by furnishing electric capacity and energy to the Marietta 
Co. through the use of the interconnection described above, will assist Marietta 
Co. in supplying energy in alleviating the emergency in the TVA system as con- 
templated in the order of July 27, 1951, and will be in the public interest. 

The Commission orders: 

The order of July 27, 1951, in the proceeding, be and hereby is supplemented 
to the following extent : 

(i) The maintenance and use of the interconnection between Marietta Co. and 
Union Carbide, described above, for the purpose of assisting Marietta Co. in 
supplying energy in alleviating the emergency found to exist in the TVA system 
is approved to June 30, 1952, or the earlier termination of the emergency. 

(ii) The maintenance and use of the interconnection referred to above for the 
purpose herein authorized shall not affect the status of Union Carbide under the 
Federal Power Act. 

(iii) Marietta Co. shall on the fifteenth of each month report to the Commis- 
sion the amounts of electric energy received by it over the interconnection for 
the purpose herein authorized, as well as such other information as the Com 
mission may from time to time require. 


Adopted: January 15,1952. Issued: January 16, 1952. 


Declaratory order determining status and terminating order approving the 
maintenance of a permanent connection for emergency use only in Docket No. 
IT-5761 


The United Illuminating Co. 
Docket No. E-6394 


The United Illuminating Co. (applicant), a corporation organized and existing 
under the laws of the State of Connecticut having its principal office at 80 Temple 
Street, New Haven, Conn., filed an application for the issuance of a declaratory 
order to remove uncertainty as to whether or not applicant would become subject 
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to the jurisdiction of the Commission if the applicant and the Connecticut Light 
& Power Co. should operate and maintain on a regular basis and without regard 
to emergencies the existing permanent connection between them at Devon, Conn., 
which at the present time is operated and maintained for emergency use only 
pursuant to an order of the Commission entered April 11, 1942, in docket No. IT- 
5761, In the Matter of the United Illuminating Co., 3 F. P. C. 678. 

By order entered April 5, 1949, In the Matter of the Connecticut Light € Power 
Co., docket No. E-6193, 8 F. P. C. 787, the maintenance and use of permanent 
connection for emergency use only between the transmission facilities of the 
Connecticut Light & Power Co. and those of the Connecticut Power Co., at New 
Britain, Conn., was authorized and approved and ordered that the status of the 
Connecticut Light & Power Co., under the Federal Power Act, shall not be 
affected by the maintenance and use of said New Britain connection. This order 
provided, among other things, that: 

The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

Applicant proposes to integrate its operations with those of Connecticut Light 
& Power through the closing and regular use of the Devon connection and thereby 
improve its service and advance the defense efforts in its service area. 

By the proposed operation of the two companies with the interconnection at 
Devon closed it appears that the only time when energy generated by applicant 
might be transmitted to and consumed at points outside of Connecticut or elec- 
tric energy generated outside of Connecticut might be transmitted and distributed 
by applicant would be as a result of the closing of the interconnection between 
the Connecticut Light & Power Co. and the Connecticut Power Co. at New Britain 
for emergency purposes pursuant to the Commission’s order of April 5, 1949, in 
docket No. E-6193 referred to above. 

Applicant requests the Commission to declare that as a result of its co- 
erdinated operation with Connecticut Light & Power through the Devon con- 
nection closed at all times its status under the act will not be affected by the 
use and operation of the New Britain connection for emergency purposes. 

The Commission finds and determines: 

(1) The regular use of the Devon connection in the manner proposed in the 
integration of the system operations of the applicant and the Connecticut Light 
& Power Co. superseding its use for emergency purposes only will be in the public 
interest as expressed in the act. 

(2) The maintenance and use of the Devon connection at such times as the 
connecting switches of the New Britain connection are closed may involve the 
transmission and sale at wholesale of electric energy in interstate commerce 
within the meaning of section 201 of the act but within the purview of section 
202 (d) thereof. 

(3) The maintenance and use of the New Britain connection for emergency 
purposes only as heretofore authorized by order of April 5, 1949, referred to 
above, shall not affect the status of applicant under the act. 

The Commission orders: 

(A) The order entered April 11, 1942, in docket No. J T-5761, referred to above 
be and it hereby is terminated. 

(B) The integration of the system operations of applicant and the Con- 
necticut Light & Power Co. through the regular use of the Devon connection 
shall not affect the status of applicant under the act so long as the New Britain 
connection is maintained and used in the manner authorized by the order of 
April 5, 1949, in docket No. E-6193, referred to hereinbefore. 


Adopted: January 15, 1952. Issued: January 16, 1952. 


















APPENDIX—ORDERS 
Order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6397 


California Electric Power Co. (applicant), incorporated under the laws of 
the State of Delaware, doing business in the States of California and Nevada, 
and having its principal business office in Riverside, Calif., filed an application 
with the Federal Power Commission on December 17, 1951, for an order authoriz- 
ing the issuance of short-term notes pursuant to section 204 of the Federal 
Power Act. 

On June 1, 1951, applicant entered into a loan agreement with Bank of 
America National Trust and Savings Association as agent for a revolving credit 
of $9,000,000 to be available up to April 30, 1953. The borrowings are to be 
evidenced by promissory notes maturing within one year of the date of issue 
and bearing an interest rate equivalent to one-fourth of 1 percent per annum 
in excess of the New York prime rate for 90-day to 180-day prime commercial 
loans, but in any event the rate shall not be less than 2%4 percent nor more than 
34 percent per annum. 

Under the loan agreement, applicant may renew any of the notes providing 
the final maturity date of any renewal shall be on or before April 30, 1954. It 
is contemplated that the borrowings under the agreement will be discharged by 
permanent financing which is expected to be undertaken late in 1952 or early in 
1953. 

Pursuant to the loan agreement, applicant on November 24, 1951, issued a note 
in the amount of $500,000 and expects borrowings to aggregate $4,150,000 prior 
to March 31, 1952. Should permanent financing not be feasible until March 1953, 
notes in the foregoing amount would have to be renewed. But, in any event, the 
total amount outstanding at any one time will not exceed $9,000,000. 

Applicant states that the proceeds of the $9,000,000 credit, or such portion 
as may be borrowed by applicant from time to time, will, under the loan agree- 
ment, be applied as interim financing to the payment of the cost of a new steam 
electric generating plant and for additions, betterments and improvements to 
applicant’s properties used in and devoted to the conduct of applicant’s public 
utility business and of its wholly owned subsidiary, Interstate Telegraph Co. 

A commitment fee of one-fourth of 1 percent will be charged on the unused 
portion of the available credit. Available credit may be reduced by applicant 
on 30 days’ notice. Notes may be prepared without penalty except that if they 
are prepaid from other short-term borrowings, a premium of 1 percent will be 
charged. 

No underwriter’s or finder’s fee will be incurred or paid in connection with the 
proposed issue of notes. 

Written notice of the aforesaid application has been given to the Public Utilities 
Commission of California, and the Public Service Commission of Nevada and to 
the Governors of each of those States. Notice has also been given by publication 
in the Federal Register on December 29, 1951 (16 F. R. 13162), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before January 8, 1952. No protest, 
petition or request to be heard in opposition to the granting of the application 
has been received. 

The Commission finds: 

(1) Applicant owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy transmitted between the States of 
Arizona, California, and Nevada and consumed at points outside the State in 
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which it is generated, all of which facilities are in addition to, and do not include, 
facilities used for the generation of electric energy or facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter. Applicant is, therefore, a public utility within the meaning of 
that term as used in section 204 of the Federal Power Act. 

(2) The proposed issuance of short-term notes described above will be in 
excess of 5 percent of the par value of the other securities of applicant and there- 
fore will not be exempt by section 204 (e) from the requirements of section 204 
(a) of the act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the act, and the proposed issue is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the Federal 
Power Act. 

(4) The period of public notice given in this matter is reasonable. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of applicant and compatible with 
the public interest which is appropriate for and consistent with the proper per- 
formance of service by applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance of short-term notes, the total amount outstanding 
at any one time not to exceed $9,000,000 and renewals with final maturity date 
not beyond April 30, 1954, as described above, upon the terms and conditions 
and for the purposes specified in the application, is hereby authorized, subject 
to the provisions of the order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before April 30, 1953. 

(C) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing in 


this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 


Adopted: January 15,1952. Issued: January 16, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket Nos. G—1805, G—1835 


El Paso Natural Gas Co. (applicant) filed with the Commission on October 
5, 1951, an application in docket No. G—1805 for a certificate of public con- 
venience and necessity pursuant to section 7 (c) of the Natural Gas Act authoriz- 
ing the construction and operation of a line tap and meter station on its San 
Juan line at Fruitland, N. Mex., for the purpose of selling and delivering natural 
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gas to Southern Union Gas Co., for resale in Fruitland and Kirtland, N. Mex.; 
and on November 13, 1951, an application in docket No. G—1835 for a certificate 
of public convenience and necessity pursuant to section 7 (¢c) of the Natural Gas 
Act authorizing the construction and operation of a regulator and metering 
station on applicant’s line adjacent to the northeast corner of Fort Huachuca 
Military Reservation in Cochise County, Ariz., for the purpose of selling and 
delivering natural gas to Arizona Edison Co., Inc., for resale and distribution 
in Fry, Ariz. 

By order of the Commission issued December 19, 1951, the above-entitled 
proceedings were consolidated for purpose of hearing and disposition. Pursuant 
to due notice, a public hearing was held in Washington, D. C., on January 8, 1952, 
respecting the matters involved and the issues presented by the applications. No 
protest to the granting of the applications has been received. 

Natural gas service is not presently available to residents and other consumers 
in Fruitland and Kirtland, N. Mex., or in Fry, Ariz. Through the facilities pro- 
posed in docket No. G—1805, applicant will sell and deliver approximately 18,000 
M. c. f. of natural gas per year by the fifth year of operation with a daily maxi- 
mum of about 300 M. ¢. f. Throvgh the facilities proposed in docket No. G—-1835, 
applicant expects to deliver about 14,000 M. c. f. per year by the fifth year of 
operation, with a daily maximum of about 60 M. ¢. f. of natural gas. The pro- 
posed sales will be made under presently effective rate schedules on file with the 
Commission. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
at El Paso, Tex., owns and operates, among other facilities, a natural gas trans- 
mission pipeline system located in the States of Texas, New Mexico, and Arizona, 
and by such operations applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is a “‘natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Comnission, as integral parts of applicant's existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)), of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and certificates therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same hereby 
are issued, authorizing applicant to construct and operate the facilities herein- 
before described, and as more fully described in the applications in this consol- 
idated proceeding and the exhibits appended thereto, for the transportation and 
sale of naturul gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 
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(B) Applicant shall report to the Commission in writing, under oath, the date 
of completion of construction of the facilities hereinbefore described, together 
with the date of commencement of operations. 

(C) These certificates are not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized, in accordance with 
the provisions of the Natural Gas Act and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under applicant’s presently effective rate schedules. 

Adopted: January 15,1952. Issued: January 16, 1952. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—1826 


On October 29, 1951, United Gas Pipe Line Co. (applicant) filed an application 
for a certificate of public convenience and necessity pursuant to section 7 (c) of 
the Natural Gas Act, as amended, authorizing the construction and operation of 
a 4-inch natural-gas transmission pipeline, approximately 1.7 miles in length, 
extending from a point on its 16-inch Mud Lake pipeline southwesterly to the 
plant of Great Lakes Carbon Corp., together with appurtenant facilities, all 
located in the vicinity of Port Arthur, Jefferson County, Tex. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 9, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

Through the facilities for which authorization is sought, applicant proposes 
to deliver, subject to its standard priority of service and proration clause, up to 
a maximum daily volume of 3,000 M. c. f. of natural gas for direct sale to Great 
Lakes Carbon Corp. Such gas is proposed to be delivered under the terms of a 
contract extending for a period of 2 years, and renewable on a year-to-year basis. 
Under such contract applicant agrees to supply the fuel requirements of the 
aforesaid carbon plant. 

The evidence shows that with a 24-hour average inlet pressure of approximately 
225 pounds per square inch gage and an average outlet pressure of 100 pounds 
per square inch gage at the point of delivery, the capacity of the proposed line 
will be approximately 5,700 M. c.f. per day. Applicant estimates the daily demand 
of the carbon plant for the calendar year 1952 will be 2,750 M. c. f. 

Further, the evidence shows that the gas to be delivered through the proposed 
facilities will come from reserves presently connected to applicant’s system, 
particularly those reserves described In the Matter of United Gas Pipe Line 
Company, docket No. G-1237, 8 F. P. C. 1211, in which proceeding the Commission 
on October 26, 1949, issued a certificate of public convenience and necessity to 
applicant herein. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, La., owns and operates a natural-gas transmission pipeline system 
located in the States of Texas, Louisiana, Mississippi, Alabama, and Florida. 
By such operations, applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
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mission in its order of November 10, 1942, In the Matter of United Gas Pipe Line 
Company, docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
exhibits appended thereto, for the transportation of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) Applicant shall report to the Commission, in writing, under oath, the date 
of the completion of construction of the facilities hereinbefore described, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, as amended, and any pertinent rules, regula- 
tions, or orders heretofore or hereafter issued by the Commission. 


idopted: January 15, 1952. Issued: January 16, 1952. 


Vindings and ordcr issuing a certificate of public convenience and necessity 
Texas Illinois Natural Gas Pipeline Co. 
Docket No. G-1829 


On November 1, 1951, Texas Illinois Natural Gas Pipeline Co. (applicant) filed 
with the Commission an application for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the acquisition 
by purchase and operation of all the metering facilities of Chicago District Pipe- 
line Co. (Chicago District) installed near Joliet, Ill., through which deliveries 
of natural gas to Chicago District from Natural Gas Pipeline Co. of America 
(Natural Gas Pipeline) have been measured. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
January 10, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The record shows that the facilities proposed to be acquired by applicant consist 
of a check meter station located at a point of interconnection between the pipe- 
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line facilities of Chicago District and those of Natural Gas Pipeline near Joliet, 
Ill., which heretofore was used by Chicago District to check the volumes of 
natural gas delivered to it by Natural Gas Pipeline. On September 26, 1951, the 
Commission issued its order in docket No. G-1738, 10 F. P. C. 1378, authorizing 
and approving the abandonment of said facilities by Chicago District. Appli- 
cant proposes to acquire said facilities and to use them in connection with its 
delivery of natural gas to Chicago District for transportation and delivery to 
Peoples Gas Light & Coke Co., Public Service Co. of Northern Illinois and Northern 
Indiana Public Service Co. as heretofore authorized by the Commission. The 
record further shows that the purchase and use of said facilities by applicant 
will enable it to save time and cost in its construction program and to conserve 
searce materials. 

Applicant proposes to acquire said facilities for the sum of $50,045.37, the net 
book value, representing the original cost less accrued depreciation, and to pay 
for the same out of funds now on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Chicago, Ili., will, upon the construction of facilities authorized in docket No. 
(G—-1246 and docket No. G-1477, own and operate a natural-gas transmission pipe- 
line system located in the States of Texas, Arkansas, Missouri, and Illinois, and 
transport by means of such pipeline system natural gas produced in Texas 
through the aforesaid States, and sell such natural gas for resale for ultimate 
public consumption. By reason of such operations, applicant will, upon com- 
mencement of operations, be engaged in the transportation and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Commis- 
sion and will be a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its orders issued on June 14, 
1950, in docket No. G—1246, 9 F. P. C. 122, and on December 1, 1950, in docket No. 
G-1477, 9 F. P. C. 1293. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the acquisition and operation thereof by 
applicant are subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and ali the requirements of the provisions of section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed acquisition and operation of the facilities hereinbefore 
described, by applicant, are required by the public convenience and necessity and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to acquire and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation and sale of natural gas, as herein authorized. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of acquisition of facilities hereby authorized together with the date of 
commencement of operations. 
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(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: January 15,1952. Issued: January 16, 1952. 


Order accepting surrender of license (transmission line) 
West Penn Power Co. 
Project No. 636 


Application was filed November 30, 1951, by West Penn Power Co., licensee for 
transmission-line project No. 636 for surrender of the license for the minor-part 
project which was issued December 3, 1925, for a period terminating November 1, 
1975, to Keystone Power Corp. and subsequently transferred to West Penn Power 
Co. on January 23, 1932. 

The facilities covered by the license consist of parts of two 132,000-volt trans- 
mission lines of twin-pole construction, and an auxiliary telephone line on single 
wood poles, at a distance of approximately 40 feet from the transmission lines 
extending from Ridgeway to Warren, Pa., and from Ridgeway to Piney, Pa., 
crossing lands of the United States for a total distance of 5.756 miles within the 
Allegheny National Forest in Elk County, Pa. 

The application for surrender was filed at the suggestion of the Commission in 
its letter dated June 28, 1950, advising licensee that the lines are not part of a 
project as defined in section 3 (11) of the Federal Power Act, and that appropriate 
authorization for occupancy of the lands of the United States should be obtained 
from the Forest Service. A part of the Ridgeway Warren line has been acquired 
by the Pennsylvania Electric Co. and a special use permit was obtained by that 
company from the Forest Service on October 16, 1951, covering the part of the 
line acquired. Licensee obtained a special use permit from the Forest Service 
on October 16, 1950, covering the remainder of the lines involved. 

The licensee has paid the annual charges through December 31, 1950, and its 
copy of the license instruments has been returned to the Commission. 

The Commission finds: 

Acceptance of surrender of the license for project No. 636 is appropriate as 
hereinafter provided. 

The Commission orders: 

Surrender of the license for project No. 636 is hereby accepted, effective as of 
December 31, 1951, subject to payment of annual charges in the amount of $57 
within 30 days from issuance of this order. 


Adopted: January 15, 1952. Issued: January 17, 1952. 


Order issuing preliminary permit 
The Windsor Locks Canal Co. 
Project No. 2038 
Application was filed January 16, 1950, as amended May 21, 1951, by the Windsor 


Locks Canal Co., of Hartford, Conn., for a preliminary permit under the Federal 
Power Act (hereinafter referred to as the act) for proposed project No. 2038, 
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known as the Enfield Rapids development, to be located on the Connecticut 
River, a navigable waterway of the United States, in Hartford County, Conn., and 
Hampton County, Mass. 

As described in the application, the proposed project would consist of a concrete 
dam with spillway located on the Connecticut River immediately upstream from 
the New York, New Haven & Hartford Railroad bridge at Windsor Locks; a 
reservoir having a full pool elevation of 45 feet (Hartford datum) extending 
to Holyoke, Mass. ; a powerhouse located on the right end of the dam containing 
4 turbines having a total capacity of 56,300 horsepower connected to four genera- 
tors with a total capacity of 42,000 kilowatts; and other appurtenant facilities. 

The power generated at the proposed project will be disposed of through the 
system of the Connecticut Light & Power Co. 

The Chief of Engineers, Department of the Army, and the Acting Assistant 
Secretary of the Interior have reported on the application. 

Several individuals, paper companies, towns and others in the vicinity of the 
proposed project have protested or expressed concern over possible flooding 
effects by the proposed project. 

The Commission finds: 

(1)The applicant is a corporation organized and doing business in the State 
of Connecticut, and is a wholly owned subsidiary of the Connecticut Light & 
Power Co. 

(2) Public notice of the application has been given as required by the act. 
No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is 
apparent at this time for its development by the United States, although further 
examination of this and other relevant questions will be made in the event an 
application for license is filed, and the issuance of this permit should not be 
construed in any way as determinative of those matters which are determined 
in the issuance of a license. 

The Commission orders: 

(A) This preliminary permit is issued to The Windsor Locks Canal Co. 
(hereinafter referred to as the permittee) for a period of three years, effective 
as of the first day of the month in which the acceptance hereof is filed with the 
Commission, for the sole purpose of maintaining priority of application for 
license for proposed project No. 2038 to be located on the Connecticut River, « 
navigable waterway of the United States, in Hartford County, Conn., and Hamp- 
ton County, Mass., subject to the terms and conditions of the act, which is incorpo- 
rated by reference as a part of this permit, and subject to such rules and regula- 
tions as the Commission has issued or prescribed under the provisions of the act. 

(B) This permit shall be subject also to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,’ which terms 
and conditions, described as articles 1 through 8 therein, are attached hereto 
and made a part hereof, and subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The permittee shall submit at the close of each 6-month period from 
the effective date of the permit to the regional engineer of the Commission having 
supervision over the project, or to such other officer as the Commission may desig- 
nate accurate statements of the work accomplished during the period and of 
the work contemplated under the preliminary permit for the ensuing period. 

Article 10. Project planning shall be carried on by the permittee in coopera- 
tion with the United States Fish and Wildlife Service insofar as necessary to give 
consideration to the protection of the fish and wildlife resources of the affected 
area. 
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Article 11. The permittee shall design the dam so that the spillway will have 
sufficient gate capacity to pass the expected flood flows without increasing the 
flood heights at Springfield, West Springfield, Chicopee, and Holyoke. 

Article 12. The permittee shall make provisions in the plans to provide 
navigation facilities, including a lock or locks comparable to the existing installa- 
tions at Windsor Locks and Enfield Dam. 

Article 13. The permittee shall make provisions in the plans for the construc- 
tion of a commercial lock by the United States at a later date should navigation 
conditions warrant. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed by the applicant as provided by section 
313 (a) of the act. 

(D) This permit shall be accepted and returned to the Commission within 60 
days from date of issuance of this order. 


Adopted: January 15,1952. Issued: January 18, 1952. 





Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 223 
Docket No. DA-416—Idaho—Charles J. Dahle 


An application was filed by Charles J. Dahle, of Salmon, Idaho, for restoration 
to entry, requiring a determination under section 24 of the Federal Power Act 
with respect to the following-described lands: Boise meridian, Idaho: T. 11 N., 
R. 18 E., sec. 14, lots 1, 5, 6, and 7, and NW14SE\, sec. 15, lots 1 and 2. 

The lands are adjacent to the right bank of the Salmon River and are with- 
drawn in power site reserve No. 223, dated November 12, 1911, as modified on 
July 1, 1913. 

The lands lie within the flow line of a suggested power development in the 
SW of sec. 32, T. 13 N., R. 19 E. However, the development is considered 
remote inasmuch as there are more attractive sites along this stretch of the 
Salmon River. 

Use of the lands in the meantime for other purposes, including agricultural 
purposes, as contemplated by the applicant, will have little effect on their power 
value. 

Interested Federal officials have reported favorably on the application and 
state officials have interposed no objection to the application. 

Pursuant to application for a highway right-of-way, the Commissien on 
August 31, 1948, determined (DA-393—Idaho) that the value of the affected 
portion of the lands in lots 1, 5, 6, and 7 of sec. 14, and in lots 1 and 2 of see. 15, 
T. 11 N., R. 18 E., Boise meridian, Idaho, among other lands, not already legally 
occupied by virtue of rights acquired prior to withdrawal of the lands for power 
purposes would not be injured or destroyed for purposes of power development 
by location thereon of the proposed highway right-of-way as shown by plans 
filed as part of the application (Blackfoot 056051—B. L. M. series) subject to the 
provisions of section 24 of the Federal Power Act, and subject to the stipulation 
that if and when the lands used for the highway are required for purposes of 
power development by the United States or its permittees or licensees under the 
Federal Power Act, the transferee of the proposed highway right-of-way shall 
relocate and reconstruct at its own expense as much of the highway at such 
higher elevation as may be necessary to avoid interference with such power 
development. 


304039—57——49 
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The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended. 

The above-described lands remain in a withdrawn status until the Bureau of 
Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the lands is acquired by the filing of the applica- 
tion for restoration or by this action taken by the Commission with respect to 
the lands. 


Adopted: January 15,1952. Issued: January 17, 1952 



































Order granting special permission and suspending rate schedule 
South Jersey Gas Co. 


Docket No. G—1856 








By application made on December 20, 1951, and December 29, 1951, South 
Jersey Gas Co. (South Jersey) requested special permission under section 154.66 
of the Commission’s general rules and regulations relative to filing of changes 
in rate schedules under suspension and those kept in effect by reason of sus- 
pension; and also filed its second revised sheet No. 8 to its F. P. C. gas tariiff. 
South Jersey proposed by the filing of second revised sheet No. 8 to change a 
tariff filing made on November 19, 1951, of first revised sheet No. 8, which filing 
of November 19 included first revised sheet No. 4. Both first revised sheets Nos. 
4 and 8 were suspended and hearing ordered thereon by the Commission’s order 
issued on December 19, 1951, in the above docket, and use thereof was deferred 
until May 20, 1952, and until such time thereafter as made effective in accordance 
with the procedure prescribed by the Natural Gas Act. 

The tendered filing of second revised sheet No. 8 provides for an increase in 
the commodity charge in South Jersey’s rate schedule E-1 from the presently 
effective charge of 28 cents per M. c. f. to 35.76 cents per M. c. f. in place of the 
proposed charge of 24 cents set forth in the suspended first revised sheet No. 8. 
South Jersey states that no sales are being made under the subject rate schedule 
and claims that the proposed increase is to reflect an amended rate increase filed 
by its supplier, Transcontinental Gas Pipe Line Corp., which amended increase 
is now under suspension in docket No. G-1842 and of which it had no knowledge 
at the time of filing its first revised sheet No. 8. 

If the requested special permission is granted, second revised sheet No. 8 
would take effect on January 20, 1952, unless suspended. 

The Commission finds: 

(1) Good cause has been shown to grant permission to South Jersey to file the 
aforesaid second revised sheet No. 8 in place of the first revised sheet No. 8 now 
under suspension. 

(2) The proposed increase in the commodity charge set forth in the aforesaid 
second revised sheet No. 8 has not been shown to be justified and may be unjust, 
unreasonable, unduly discriminatory and preferential and place an undue burden 
upon the consumers of natural gas. 

(3) It is necessary and desirable in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed increase in rates 
and charges resulting from the filing of the aforesaid second revised sheet No. 8 
and that the filing be suspended pending hearing and decision thereon. 
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The Commission orders: 
(A) Permission be and the same hereby is granted South Jersey pursuant to 
section 154.66 of the Commission’s general rules and regulations to file the afore- 
said second revised sheet No. 8 to its F. P. C. gas tariff in place of the first revised 
sheet No. 8 to said tariff. 

(B) Pursuant to section 4 of the Natural Gas Act, a public hearing be held on 
the date to be hereafter fixed by the Commission in this docket in the hearing 
room of the Federal Power Commission, Hurley Wright Building, 1800 Pennsyl- 
vania Avenue NW., Washington, D. C., concerning the lawfulness of the rates and 
charges, subject to the jurisdiction of the Commission, resulting from the afore- 
said rate filing of South Jersey designated second revised sheet No. 8 to its F. P. C 
gas tariff. 


(C) Pending such hearing and decision thereon, as provided in section 4 (e) of 
the Natural Gas Act, South Jersey's second revised sheet No. 8 to its F. P. C. gas 
tariff be and it hereby is suspended and use thereof is deferred until June 20, 1952, 
and until such time thereafter as such filing shall be made effective in the manner 
prescribed by the Natural Gas Act. 

(D) Interested State commissions may participate as provided by section 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission's rules of practice and 
procedure. 


Adopted: January 17,1952. Issued: January 18, 1982. 





Order authorizing issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6399 


Pacific Power & Light Co. (applicant), a corporation organized and existing 
under the laws of the State of Maine qualified and authorized to do business as a 
foreign corporation in the States of Oregon and Washington, and having its 
principal business office at Portland, Oreg., filed its application on December 21, 
1951, and amendments thereto on January 3 and 11, 1952, for an order pursuant 
to section 204 of the Federal Power Act authorizing the issuance of 200,000 shares 
of additional common stock, no par value, and requesting that the issuance and 
sale of such stock be exempted from the requirements for competitive bidding 
of sections 34.la (b) and (c) of the Commission’s general rules and regulations. 

The applicant proposes to sell such stock to a group of underwriters headed 
by Lehman Bros., Union Securities Corp., Dean Witter & Co., and Bear, Stearns 
& Co., for reoffer to the public. The price to be paid to the applicant for the 
common stock, the price to the public, and the resulting discount to the under- 
writers (not more than 42.5 cents and not less than 30 cents per share) presently 
being negotiated by the applicant with the underwriters pursuant to authority 
granted by the Commission on December 18, 1951, under section 34.2 (k) (2) 
(ii) of the rules, are to be submitted for the Commission’s consideration by 
amendment to the application. 

Concurrently with the purchase of the common stock to be issued by the ap- 
plicant, the underwriters also propose to purchase 352,792 shares of common 
stock of the applicant from the holders thereof for reoffer to the public. A 
proportionate share of the expenses of issuance, which are estimated at $65,000, 
will be borne by the present stockholders seeking to sell the 352,792 shares. 

The applicant proposes to apply the proceeds from the sale of additional com- 
mon stock to the construction, improvement and extension of its plant facilities. 
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Written notice of the aforesaid application has been given to the Public 
Utilities Commissioner of Oregon, Public Service Commission of Washington 
and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on January 5, 1952 (17 F. R. 
176) stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before January 
16, 1952. No protest or petition or request to be heard in opposition to the 
granting of said application has been received. 

By orders dated January 7, 1952, and January 15, 1952, respectively, the 
Washington Public Service Commission and the Public Service Commissioner of 
Oregon authorized the issuance and sale by applicant of 200,000 shares of its no 
par value common stock subject to the entry of supplemential orders approving 
the price at which the additional shares are to be sold and the amount of the 
underwriters’ compensation. 

The Commission finds: 

(1) The applicant, a corporation, is a public utility within the meaning of 
section 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission's order of August 8, 1944, 
in Pacific Power & Light Company, Docket No. IT-5904, 4 F. P. C. 680. 

2) The proposed issuance and sale of 200,000 shares of no par value common 
stock described above will constitute an issuance of securities within the purview 
of section 204 of the Federal Power Act. 

(3) The applicant is not organized and operating in a state under the laws 
of which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require 
ments of section 204 of the act. 

(4) The proposed issuance and sale of the common stock as hereinafter 
authorized will be for a lawful object, within the corporate purposes of the 
applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(5) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through ownership of securities or otherwise between the appli- 
eant and any of the underwriters. 

(6) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance and sale of the 200,000 shares of common stock 
from the competitive bidding requirements of section 34.la (b) and (c) of the 
Commission’s general rules and regulations. 

The Commission orders: 

(A) The proposed issuance of 200,000 additional shares of no par value 
common stock and the sale of such stock to underwriters, us described above, 
upon the terms and conditions and for the purposes specified in the application, 
as amended, hereby are authorized subject to the provisions of this order. 

(B) The proposed issuance and sale of the 200,000 shares of common stock, 
no par value, shall not be consummated until: 

(i) The applicant shall have advised the Commission by telegram of the price 
to the applicant per share, the commission to be paid to the underwriters, and 
that the amendment furnishing such data has actually been mailed to the 
Commission. 

(ii) The Commission shall have approved the price to be received by the appli- 
cant per share of stock and the commission to be paid to the underwriters. 
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(C) The proposed issuance and sale of common stock, referred to in paragraph 
(A) above, hereby are exempted from the competitive bidding requirements of 
section 34.1la (b) and (c) of the Commission’s general rules and regulations. 

(D) This authorization shall expire unless the issuance and sale of such 
common stock hereby authorized are consummated within 60 days of the date 
of this order. 

({E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: January 18,1952. Issued: January 18, 1952. 


Interim order approving increased rates to be effective December 17, 1951 
Tennessee Gas Transmission Co. 
Docket Nos. G—1741, G—1764 


By order dated December 17, 1951, the Commission found that Tennessee Gas 
Transmission Co. was reasonably entitled to an increase in revenue of approxi- 
mately $11,414,696 in order to provide revenue to meet its cost of service, includ- 
ing Federal income taxes, and realize a return of 6 percent on its depreciated 
investment in utility property devoted to public service and, upon the terms 
and conditions specified, Tennessee was authorized to file, on or before January 
11, 1952, new schedules of increased rates and charges reflecting an increase in 
revenue of approximately $11,414,696 based on 1951 operations to be effective as 
of December 17, 1951, in lieu of and in substitution for schedules of increased 
rates and charges suspended by orders of the Commission on July 12, 1951, and 
August 14, 1951; provided, however, that Tennessee had the full obligation and 
duty under the Natural Gas Act to justify the reasonableness and correctness 
of the increased rates and charges so filed by Tennessee, both as to the specific 
rates and charges in the various zones and the distribution of costs between the 
demand and commodity elements reflected in such rates and charges. 

Pursuant to adjournment on December 6, 1951, hearing in these consolidated 
proceedings reconvened on January 8, 1952, for the purpose of considering pro- 
posed schedules of increased rates to be filed by Tennessee Gas Transmission 
Co. reflecting an overall increase in revenue of approximately $11,414,696 based 
on 1951 operations and setting forth the specific demand charges and commodity 
rates by which Tennessee proposed to allocate such costs to its individual utility 
customers in the several zones comprising its service areas. Following entry 
of appearances, the hearing was adjourned from day to day to January 11, 1952, 
to permit all parties in interest a full opportunity to discuss informally the 
proposed rates, the bases upon which they were developed, their reasonableness 
per se and between zones as well as the reasonableness of the demand and com- 
modity elements of such proposed rates. 
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Although there were many conflicting views as to allocations and methods of 
allocation reflecting broad differences in interest of the various utility purchasers 
in different zones, the conferees reached unanimous agreement respecting rates 
for the different zones, it being concluded by all, including the staff of the Com- 
mission, that the rates agreed upon were fair, equitable and within the realm 
of reasonableness as a whole and as to each zone. The following tabulation sets 
forth Tennessee’s present, suspended and proposed rates per M. c. f. at 100 per- 
cent load factor, as well as the rates agreed upon by the conferees: 


Present | Suspended | Proposed Conference 






agreement 
Cents | Cents | Cents | Cents 
Southern Zone. --_---. 15. 28 | 17. 48 | 17. 49 17. 09 
Central Zone ‘ 17.61 | 22. 08 21. 24 21.14 
Eastern Zone a 7 18. 78 | 58 22. 40 22. 30 
Northern Zone ‘ ; 23. 09 27. 26 25. 40 25. 82 
New York Zone ; | 30. 56 | 33. 62 30. 56 31. 36 
| 





The rates agreed upon in conference reflect the following modification of the 
proposed contracted demand and general service rates by making the following 
adjustments to the commodity component : 


Per M. C. F. 
eee sis gs dace ea clala icles . —0.4 
Central Zone_______.--- ee eae iit i 
Sn a car re te eae il cates - ~0.1 
NTE | ‘é ee ey 
er ee oo ee eee Ms Sitectislialaniaantloabt +0.8 


The storage rates and the transportation rates in the respective zones were 
increased or decreased by like amounts and the interruptible and emergency 
service rates reflect the same changes per M. ¢c. f. 

The total revenue resulting from the application of the rates agreed upon, as 
computed by Tennessee, indicated that such rates would result in total revenue 
to Tennessee of $85,374,000 based on 1951 operations. This amount of revenue 
is approximately $95,600 less than the total cost of service to which the Commis- 
sion found in its order dated December 17, 1951, Tennessee was entitled. How- 
ever, Tennessee agreed that the rates approved by the conferees would provide 
revenue reasonably adequate to meet the cost of service as provided by the Com- 
mission’s order of December 17, 1951, and that the rates agreed upon by the 
conferees were satisfactory to it. 

Accordingly, Tennessee revised its proposed gas tariff and reflected in schedules 
of rates therein the rates which had been agreed upon by the conferees and on 
January 11, 1952, filed its rate tariff containing such rates in conformity with the 
terms and conditions of the Commission’s order entered in these consolidated 
proceedings and dated December 17, 1951. 

All parties present unanimously agreed upon the record in open hearing that 
the intermediate decision procedure should be omitted and that the matter of the 
adjustment of Tennessee’s rates should be submitted to the Commission upon 
the basis of the agreement of the parties reflected in the public record at the 
hearing on January 11, 1952. It was further recommended to the Commission 
that a proper order be entered at the earliest date possible giving the Commis- 
sion’s final approval to the rates agreed upon by the conferees so that all pur- 
chasers of gas from Tennessee would know what their cost of gas was to be and 
appropriate steps taken to reflect such costs in their operations. This was par- 
ticularly stressed by counsel for Hope Natural Gas Co. and United Fuel Gas Co. 
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who stated that they had proceedings pending before various State commissions 
wherein the cost of gas purchased from Tennessee was a vital element in deter- 
mining the level of rates for which they sought approval from such State com- 
missions; and that an early order definitely fixing the level of the rates on gas 
purchased from Tennessee to the end that such proceedings could be brought to 
an early termination was most desirable in the public interest. 

However, there was one issue involved in these proceedings upon which there 
has not been agreement and that relates to the minimum bill provisions of 
Tennessee’s gas tariff which generally provides that all contracted demand pur- 
chasers take or pay for 75 percent of such contracted demand. On the other 
hand, under certain contract arrangements with Hope Natural Gas Co. and 
United Fuel Gas Co., Tennessee’s gas tariff permits such purchasers, as to such 
contracts and under certain conditions provided for in such contracts, to reduce 
their obligations to 6214 percent of the contract demand. This the staff of 
the Commission contends is discriminatory as to other purchasers of gas under 
Tennessee’s contract demand schedules and asserts that to remove this dis- 
crimination Tennessee should provide by tariff that all its customers have the 
same opportunity to reduce the volume of gas which they are obligated to take 
or pay for under similar circumstances. Tennessee asserted upon the record 
in these proceedings that it was unwilling to make the change proposed by the 
staff of the Commission; likewise Hope and United Fuel stated that they were 
unwilling to eliminate the provisions from their contracts which entitled them 
to reduce the volume of gas which they were obligated to take or pay for under 
specified conditions. The staff of the Commission presented testimony setting 
forth the basis for its claim that the tariff provisions favorable to Hope and 
United Fuel were discriminatory and Tennessee, Hope and United Fuel main- 
tained that they were not prepared to meet the full issue presented by the claim 
of the staff at the hearing on January 11, 1952, requesting that the matter of 
the hearing upon the issue of the reasonableness of the tariff provisions as they 
relate to the minimum bill provisions therein be recessed to enable them to pre- 
pare to meet the issue fully. Accordingly, upon their request and without ob- 
jection, the examiner recessed the hearing upon the particular issue relating to 
the minimum bill provisions of Tennessee’s gas tariff to February 4, 1952 

The Commission finds: 

(1) The increased rates and charges in Tennessee’s gas tariff filed on January 
11, 1952, reflecting the rates agreed upon by the conferees as recited above and 
estimated to produce annual revenue based on 1951 operations of approximately 
$95,600 less than the $11,414,696 found by our order dated December 17, 1951 
to be the increase to which Tennessee was entitled to meet cost of service, in- 
cluding Federal income taxes, and 6 percent on the depreciated cost of its utility 
property devoted to public service, fairly reflect the overall cost of service to 
which Tennessee is entitled. 

(2) It is reasonable and in the public interest that an appropriate order be 
entered accepting for filing the rate tariff filed by Tennessee on January 11, 1952, 
Provided, however, That the issue relating to the minimum bill provision of the 
contracted demand rate schedules contained in such tariff, be reserved for future 
determination after full hearing in which Tennessee shall have the burden of 
justifying all provisions relating to minimum bills therein provided. 

(3) Due and timely execution of the Commission’s functions with respect to 
the gas tariff filed by Tennessee Gas Transmission Co. on January 11, 1952, 
providing increased rates and charges to provide annual revenue based on 1951 
operations as set forth in our order dated December 17, 194J, imperatively and 
unavoidably requires that the intermediate decision in these proceedings be 
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omitted and that the Commission forthwith render its final decision respecting 
the reasonableness of the rates and charges provided in Tennessee’s gas tariff 
filed on January 11, 1952. 

The Commission orders: 

The gas tariff filed by Tennessee Gas Transmission Co. on January 11, 1952, 
is accepted for filing and Tennessee is discharged from all obligations reflected 
in paragraphs (B), (C), and (D) of the order of December 17, 1951, in these 
dockets except to the extent that the issue respecting a proper minimum bill 
provision remains for hearing and determination and with respect to that issue 
Tennessee should have the full obligation and duty under the Natural Gas Act 
to justify the reasonableness and correctness of such provisions. 


Adopted: January 18,1952. Issued: January 21, 1952. 










Findings and order issuing certificates of public convenience and necessity 
Southern Natural Gas Co. and Transcontinental Gas Pipe Line Corp. 
Docket Nos. G—1803, G—1819 


On October 3, 1951, Southern Natural Gas Co. (Southern), a Delaware corpo- 
ration, having its principal place of business at Birmingham, Ala., filed an 
application as amended December 38, 1951, for a certificate of public convenience 
and necessity, pursuant. to section 7 of the Natural Gas Act, authorizing the 
construction and operation of certain natural-gas transmission facilities for the 
exchange or sale and delivery of natural gas between Southern’s pipeline 
system and the pipeline system of Transcontinental Gas Pipe Line Corp. 
(Transcontinental). 

Southern proposes to establish two points of interconnection between its 
system and that of Transcontinental: (1) on its 18-inch Gwinville-Selma line 
near Selma, Ala.; and (2) on its 12-inch Macon branch line near Jonesboro, Ga. 
In establishing such interconnections, Southern proposes to construct and 
operate the following described natural-gas facilities: 

(1) One line tap and appurtenant facilities on Southern’s Gwinville-Selma 
line near Selma, Ala., to connect with Transcontinental’s proposed tap on its 
30-inch line near Selma ; 

(2) A line tap on Southern’s Macon branch line, a meter station, and approx- 
imately 100 feet of 12-inch pipeline between the tap on Southern’s Macon 
branch line and a tap to be constructed by Transcontinental on its transmission 
pipeline. 

The estimated total cost of Southern’s proposed facilities is $31,000 which 
will be financed from Southern’s current fund. 

On October 16, 1951, Transcontinental, a Delaware corporation, having its 
principal place of business in Houston, Tex., filed an application as supplemented 
on December 13, 1951, for a certificate of public convenience and necessity, 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of certain natural-gas facilities necessary for Transcontinental to 
complete the interconnections with the system of Southern described above, 
and to exchange or sell and deliver natural gas by means of said interconnec- 
tions. To complete such interconnections, Transcontinental proposes to con- 
struct and operate the following facilities: 

(1) A meter station and appurtenant facilities on Transcontinental’s 30-inch 
main transmission pipeline, near Selma, Ala. ; 










APPENDIX—ORDERS 741 


(2) A line tap and appurtenant facilities on Transcontinental’s 30-inch main 
transmission pipeline near Jonesboro, Ga. 

The estimated total cost of the proposed facilities is $28,134 which will be 
financed from current funds. 

Southern and Transcontinental each requested that its application be heard 
under the shortened procedure provided for by section 1.32 (b) of the Commis- 
sion’s rule of practice and procedure (18 CFR 1.32 (b) ). 

The facilities for which authorization is sought are to be used for the exchange 
of indeterminate quantities of natural gas between Southern and Transconti- 
nental, in accordance with Transcontinental’s presently effective form of service 
agreement for the exchange of gas under its presently effective rate schedule 
EX-~1 and Southern’s rate schedule EX-1. The gas to be exchanged is to be gas 
not required by the respective parties to meet their other delivery obligations, or 
the requirements of their other customers, and deliveries are to be subject to 
curtailment or interruption at any time when gas is not available for delivery. 
Such exchanges of gas could be made at times when either applicant requires an 
emergency supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 15, 1952, respecting the matters involved and the issues presented by the 
applications. No protest to either of the applications has been received. 

The Commission finds: 

(1) Southern and Transcontinental, Delaware corporations, having their 
principal places of business in Birmingham, Ala., and Houston, Tex., respectively, 
are engaged in the transportation and sale of natural gas for resale in interstate 
commerce, subject to the jurisdiction of the Commission and each is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission In the Matter of Southern Natural Gas Company, docket No. 
G-296, 3 F. P. C. 822, and In the Matter of Transcontinental Gas Pipe Line 
Corporation, docket No. G-1277, 8 F. P. C. 1266. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas for resale in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of the applicants’ existing 
pipeline systems and the construction and operation thereof by the applicants 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Southern and Transcontinental are each able and willing properly to do 
the acts and perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(4) Southern and Transcontinental having requested the omission of the inter- 
mediate decision procedure and all the requirements of the provisions of rule 1.32 
(b), (18 CFR 1.32 (b)), having been satisfied, sufficient cause exists for the 
Commission forthwith to render its final decision in the instant proceedings. 

(5) The proposed construction and operation of the facilities by Southern and 
Transcontinental are required by the public convenience and necessity and a 
certificate therefor should be issued to each of them as hereinafter ordered and 
conditioned. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same are hereby 
issued authorizing Southern and Transcontinental to construct and operate the 
facilities hereinbefore described, all as more fully described in each of the applica- 
tions hereinbefore mentioned, and the exhibits appended thereto, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 
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(B) The natural-gas facilities hereby authorized are to be used for the exchange 
or sale and delivery of natural gas by and between Southern and Transcontinental, 
but neither applicant shall exchange or sell and deliver natural gas to the other 
if such exchange or sale and delivery would, directly or indirectly, impair natural- 
gas service to its existing firm or interruptible customers. 

(C) Southern and Transcontinental shall respectively report to the Commis- 
sion, in writing and under oath, the completion date of the construction by each of 
the facilities hereinbefore described, together with the date of commencement 
of operations. 

(D) The certificates herein issued to Southern and Transcontinental are not 
transferable, and each shall be effective only so long as the holder thereof con- 
tinues the operations hereby authorized in accordance with the provisions of the 
Natural Gas Act, and any pertinent rules, regulations, or orders heretofore or 
hereafter issued by the Commission. 


Adopted: January 18, 1952. Issued: January 21, 1952. 


Supplemental order authorizing issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6399 


By order dated January 18, 1952, the Commission authorized Pacific Power & 
Light Co. (applicant) to issue 200,000 shares of common stock, no par value, and 
to sell such stock to underwriters through negotiated sale, subject to the pro- 
visions, among others, set forth in paragraph (B) of that order, reading as 
follows: 

(B) The proposed issuance and sale of the 200,000 shares of common stock, 
no par value, shall not be consummated until: 

(i) The applicant shall have advised the Commission by telegram of the price 
to the applicant per share, the commission to be paid to the underwriters, and 
that the amendment furnishing such data has actually been mailed to the Com- 
mission ; 

(ii) The Commission shall have approved the price to be received by the Appli 
cant per share of stock and the commission to be paid to the underwriters. 

The applicant, on January 21, 1952, filed certain data pursuant to the require- 
ments of the order of January 18, 1952, setting forth that it proposes to accept 
the negotiated offer of the underwriters to purchase the 200,000 shares of common 
stock at a price of $15.475 per share to the applicant and an underwriting com- 
mission of $0.40 per share. The initial public offering price of those shares by 
the underwriters will be $15.875 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of January 18, 1952, and under the negotiated offer it 
proposes to accept, the price to be paid to the applicant for the common stock and 
the underwriting commission thereon are reasonable. 

(2) The proposed issuance and sale of common stock as hereinafter authorized 
will be for a lawful object within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service and is reasonably appropriate 
for such purposes. 
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The Commission orders: 

(A) The price to be paid to the applicant for the common stock and the under- 
writing commission thereon, as set forth above, are approved as reasonable. 

(B) The proposed issuance of common stock, referred to above, upon the terms 
and conditions and for the purposes specified in the application as amended and 
as supplemented by the data referred to above, hereby is authorized, subject only 
to the provisions of paragraphs (C), (D), (E) and (F) of the Commission’s order 
of January 18, 1952, in this docket. 

Adopted: January 21,1952. Issued: January 22, 1952. 


Order confirming and approving rate schedules 
Bonneville Project, Columbia River, Washington-Oregon 
Docket Nos. IT-6087, IT-6088, IT-6089, IT-6090, E-6331 


Bonneville Power Administration (Bonneville), through the Secretary of 
the Interior, on November 1, 1951, filed for confirmation and approval by the 
Federal Power Commission pursuant to the provisions of the Bonneville Act (50 
Stat. 731), as amended, rates and charges contained in contracts between Bonne- 
ville and Portland General Electric Co., Docket No. IT—6087, Puget Sound Power 
& Light Co., Docket No. IT-6088, Pacific Power & Light Co., Docket No. IT—6U89, 
Mountain States Power Co., Docket No. IT—-6090, and The Washington Water 
Power Co., Docket No. E-6331. The proposed contracts are for an initial term 
of five years beginning October 1, 1951, and may be extended for periods of one 
year upon mutual agreement three years in advance of extension. 

The proposed rates and charges supersede similar rates and charges approved 
on a yearly basis by Commission orders dated October 28, 1947, May 11, 1949, 
December 13, 1949 and January 5, 1951. 

Until such time as Bonneville will be able to supply the companies their full 
firm purchased-power requirements, the proposed contracts provide for (1) 
maximum permissible rates of taking (contract demands) of interruptible power, 
(2) minimum obligations on Bonneville, and (3) priority in the companies over 
industrials for interruptible power up to the companies’ contract demands. The 
contract demands and the minimum obligations on Bonneville will be revised 
annually. The contracts also provide a schedule of priorities for allocation of 
additional firm power to all classes of customers as such power becomes available 
to Bonneville through completion of additional Federal projects. 

The proposed rates, until Bonneville can supply the companies’ full firm pur- 
chased-power needs, will consist of Bonneville’s C-4 Rate Schedule ($17.50 per 
kilowatt-year) applied on a monthly basis to a calculated demand, which is the 
demand that would have resulted if the energy actually taken had been used for 
base load, plus $0.75 per kilowatt per month for all demand actually taken in 
excess of the calculated demand. Deliveries of power and energy will be made 
by Bonneville at several interconnection points, and as an adjustment for diver- 
sity in the flow of power at the several points of delivery, the contracts contain 
the following monthly diversity charges: 


Mountain States Power Co___---------.----- __.---.---.. 0. T75¢ per kilowatt 
GIT FOGE Ce RANee Gibco eicenteunseeeeaneen 0. 845¢ per kilowatt 
By CD iiss teectemccsws 1.185¢ per kilowatt 
eee De SOWO Ge Ee Cn ss ch eer cad ~0. 690¢ per kilowatt 


The Washington Water Power Co......................... 0. 075¢ per kilowatt 
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At such time that Bonneville will be able to supply the companies’ full firm 
purchased-power requirements, the billing therefor will be in accordance with 
Bonneville’s standard rate schedules, except that if separate rates are established 
for projects other than the Bonneville, Grand Coulee, and Hungry Horse, the 
rates of the projects other than those enumerated will apply, provided, however, 
that the companies may cancel their contracts upon written notice if such latter 
rates are higher than those referred to herein. 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on November 17, 1951 (16 F. R. 11705). 
No protests or requests for hearing thereon have been received. Favorable re- 
sponses were received from the Public Utilities Commission of Oregon and the 
Public Service Commission of Washington. 

The Commission finds: 

The rates and charges contained in the contracts between Bonneville and the 
above-named companies submitted on November 1, 1951, will encourage advan- 
tageous use of power available from Bonneville’s faciilties pending construction 
of more power resources in the area and should be confirmed and approved. 

The Commission orders: 

The rates and charges contained in the contracts filed November 1, 1951, be- 
tween Bonneville and the companies listed above, are confirmed and approved. 


Adopted: January 22, 1952. Issued: January 23, 1952. 


Order approving exhibits 
Niagara Mohawk Power Corp. 


Project No. 2060 


Applications were filed May 21, 1951, and November 5, 1951, respectively, by 
Niagara Mohawk Power Corp., licensee for major project No. 2060, known as the 
Carry Falls Development, for amendment of the license for the project to cover 
certain changes in the project. 


The May 21, 1951, application covers a change in the tailwater elevation of 
the project. Applicant states that studies in connection with the Stark Develop- 
ment (one of five developments constituting project No. 2084), the headwater of 
which it is proposed to back up to the Carry Falls dam, have shown that it 
would be desirable to raise the tailwater elevation of the Carry Falls Develop- 
ment from 1350 feet to 1355 feet. Exhibit L, sheet 1A (F. P. C. No. 2060-16), 
which shows the tailwater elevation of the project as 1355 feet, and supersedes 
Exhibit L, sheet 1 (F. P. C. No. 2060-9), now part of the license for the project, 
was filed as part of the application. 

The November 5, 1951, application covers a change in the ownership of certain 
lands adjacent to the reservoir above contour elevation 1,400 feet U. S. G. 8S. 
datum in section No. 32 of the Township of Hollywood conveyed to the Jordan 
Club by deed dated September 18, 1951. Exhibit K, sheet 6A (F. P. C. No. 2060- 
17), which reflects the change in status of the lands, and supersedes Exhibit K, 
sheet 6 (F. P. C. No. 2060-7), now part of the license for the project, was filed 
as part of the application. 

The Commission finds: 

(1) The following above-referred-to exhibits conform to the Commission’s rules 
and regulations and should be approved as part of the license for the project: 
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Evhibit K: Sheet 6A (F. P. C. No. 2060-17), entitled “Detail Map of Carry 
Falls Development,” and signed Niagara Mohawk Power Corporation by E. S. 
Bundy, vice-president & chief engineer, on October 30, 1951; and 

Erhibit L: Sheet 1A (F. P. C. No. 2060-16), entitled “Carry Falls Develop- 
ment—General Plan & Sections Dam & Intake,” and signed Niagara Mohawk 
Power Corporation by E. S. Bundy, vice-president & chief engineer, on May 14, 
1951. 

(2) Superseded Exhibit K, sheet € (F. P. C. No. 2060-7), and Exhibit L, sheet 
1 (F. P. C. No. 2060-9), now part of the license for the project, should be elimi- 
nated from the license for the project. 

The Commission orders: 

(A) The exhibits specified and described in finding (1) above are approved 
as part of the license for the project. 

(B) The exhibits specified in finding (2) above are eliminated from the 
license for the project. 


Adopted: January 22,1952. Issued: January 23, 1982. 


Order denying application for rehearing 
City of Tacoma, Wash. 
Project No. 2016 


On December 26, 1951, the Department of Fisheries and the Department of 
Game of the State of Washington, and the Washington State Sportsmen’s Council, 
Inc., all being interveners, filed an application for rehearing on our opinion and 
accompanying order, 10 F. P. C. 424, issued November 28, 1951, in the above- 
designated matter. 

The order issued a license to the city of Tacoma, Wash., pursuant to the 
Federal Power Act, authorizing the city to construct, operate, and maintain a 
water power project on the Cowlitz River, Wash., commonly known as the 
Cowlitz project. The license authorizes two dams and associated electric 
generating and other facilities, the Mayfield Dam to be located at about river mile 
52 and the Mossyrock Dam at about river mile 65. In addition, the license pro- 
vides that the licensee shall construct, operate and maintain such fish ladders, 
fish traps or other fish handling facilities or fish protective devices and make such 
stream improvements and provide such fish hatcheries and similar facilities and 
comply with such reasonable modifications of the project structures and operation 
in the interest of fish as may be prescribed by the Commission upon its own 
motion or upon the recommendation of the Secretary of the Interior. Further- 
more, the licensee is required, before commencing construction of any permanent 
fish facilities, to make further studies, tests, and experiments to determine the 
probable effectiveness of such facilities and to submit plans therefor and obtain 
Commission approval. The license also requires the licensee to cooperate with 
the United States Fish and Wildlife Service and the State of Washington Depart- 
ments of Fisheries and Game in carrying out such studies, experiments, and 
tests. 

The interveners appear to be under the impression that the Commission failed 
to consider the proposed Cowlitz project in relation to the Columbia Basin as a 
whole. As shown by the numerous specific findings in the opinion and order issued 
November 28, 1951, the Commission considered and analyzed the evidence as 
related specifically to the Cowlitz project alone and as related to the compre- 
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hensive development of the entire Columbia River Basin. It was only after the 
Commission had examined all the plans in evidence relating to the comprehensive 
development of the Pacific Northwest region that it reached the conclusion that 
the Cowlitz project was best adapted to a comprehensive plan for developing the 
Columbia River watershed for the use and benefit of interstate commerce and 
the other beneficial public uses. 

The interveners take exception to the findings with respect to the lack of ade- 
quate power supplies in the Pacific Northwest and call attention to newspaper 
reports of the power requirements and power supply in the area. The Commis- 
sion cannot rely upon newspaper reports, as suggested by the interveners, when it 
has before it so much sound factual evidence dealing with the power situation in 
great detail. So long as the electric power supply in the area is insufficient to 
satisfy the power requirements of the area, there will continue to be what has 
been generally recognized as a power shortage in the area. 

Interveners express concern because articles 30 and 31 of the license do not 
specifically provide that they be given an opportunity to be heard before the 
Commission approves the final plans for the fishery facilities. This concern is 
unfounded. ‘The act of August 14, 1946 (60 Stat. 1080, 16 U. S. C. 661) requires 
us to “consult with * * * the head of the agency exercising administration over 
wildlife resources of the State wherein the impoundment * * * is to be con- 
structed” for the purpose of determining the measures that should be adopted to 
prevent loss of and damage to wildlife resources (which term is defined as in- 
cluding fishery resources). Consequently, the Washington State conservation 
agencies will be consulted when the plans for fishery facilities are submitted for 
Commission approval and will be given every opportunity to furnish any evidence 
deemed material and relevant to the plans for conserving the fishery resources 
of the Cowlitz River. 

The interveners have excepted to many other findings and conclusions and to 
other provisions of the order, but those exceptions are found to be without merit 
when considered together with the evidence of record. Likewise, the legal 
exceptions to the order deal with questions fully argued and considered and do 
not require further comment. 

The Commission finds: 

No good reason appears for granting a rehearing on the opinion and order 
issued November 28, 1951, in this matter. 

The Commission orders: 

The application for rehearing is hereby denied. 

Adopted: January 22,1952. Issued: January 24, 1952. 


Order issuing new license (minor) 
Chester O. Miller, Faye S. Miller, Henry W. Miller, and Betty M. Miller 


Project No. 1808 


Application was filed July 3, 1951, by Chester O. Miller, Faye S. Miller, Henry 
W. Miller, and Betty M. Miller, of Lowman, Idaho, for a new license under the 
Federal Power Act (hereinafter referred to as the act) for constructed minor 
project No. 1808, located on Clear Creek, in Boise County, Idaho, and affecting 
lands of the United States in the E\% of sec. 27, T. 9 N., R. 7 E., Boise meridian, 
Idaho, within the Boise National Forest. 
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The project—the original license for which expired October 21, 1951—oc- 
cupies 2.32 acres of lands of the United States and consists of: 

(a) All lands constituting the project area, the limits of which are 25 feet 
on each side of the center line of ditch, penstock, dam, and transmission line, 
and on each side of powerhouse and ends of dam; 

(b) Project structures, comprising a low rock-and-timber diversion dam; a 
ditch about 3,000 feet long; a steel penstock about 420 feet long; a wood-frame 
powerhouse on the right bank of the creek containing a 6-foot Pelton water wheel 
connected to a 100-kilovolt-ampere generator—the static head being 63.3 feet 
and the installed capacity of the project as limited by the ditch capacity being 
about 41 horsepower—; and about 500 feet of transmission line; and 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by certain exhibits which formed part of the expired license, and which are 
described as follows: 

Evrhibit FP: (¥F. P. C. No. 1808-1), a map entitled “Power Project of Buise Trust 
Co.—Trustee of the W. V. & Rose C. Regan Estates—Lowman, Idaho. Boise 
National Forest, Idaho.” and signed by W. W. Howell, vice president, on Oc- 
tober 25, 1940; and 

Exhibit G: A typewritten statement entitled “General Description of Me- 
chanical, Electrical, and Transmission Equipment” and signed by W. W. Howell, 
vice president, on October 25, 1940. 

The original license for the project, which was issued to Boise Trust Co. on 
October 22, 1941, for a period of 10 years, was transferred as of March 1, 1945, 
to Hans Thorne and Helen A. Thorne and from the latter to the present appli- 
cants effective as of January 28, 1946. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Boise National Forest, has reported favorably on the ap- 
plication, subject to the imposition in the license of a condition substantially 
as hereinafter provided for the installation of fish screens. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application, subject to the imposition in 
the license of certain provisions substantially as hereinafter provided in the 
interest of fish conservation. 

The State of Idaho Department of Fish and Game has requested the im- 
position in the license of certain provisions substantially as hereinafter provided 
in the interest of fish life. 

The Commission finds: 

(1) The applicants are citizens of the United States and have submitted 
satisfactory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should presently be undertaken 
by the United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Boise National 
Forest was created or acquired. 
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(5) The installed capacity of the project is about 41 horsepower and the 
energy generated thereby is used by the applicants for domestic power and 
lighting in their resort hotel and cabins. 

(6) The amount of annual charges to be paid by the licensees under the 
license for the purposes of reimbursing the United States for the costs of ad- 
ministration of part I of the act and for recompensing it for the use, occupancy, 
and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibits described and designated in the second paragraph of this 
order conform with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived ; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves; 10 
(d) ;10 (f) ; 11; 12; 14, except insofar as the power of condemnation is reserved ; 
15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), insofar as 
it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Chester O. Miller, Faye S. Miller, Henry W. 
Miller, and Betty M. Miller under sections 4 (e) and 15 of the act for a period of 
10 years, effective as of October 22, 1951, for the operation and maintenance of 
minor project No. 1808 upon lands of the United States within the Boise National 
Forest, subject to the terms and conditions of the act which is hereby incorporated 
by reference as a part of this license (except that the terms and conditions of 
part I of the act referred to in finding (8) above are hereby waived to the extent 
therein specified), and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-7, entitled “Terms and Conditions of License for Minor Project Affecting 
Lands of the United States,” which terms and conditions are attached hereto 
and made a part hereof; and subject to the following special conditions set 
forth herein as additional articles: 

Article 15. The licensees shall construct and maintain at the point of diver- 
sion a fish screen with apertures not greater than one-half inch and a trash rack, 
and shall make reasonable modifications of the diversion dam and works which 
will permit unrestricted movement of migrant fish. 

The foregoing fish screen, trash rack, and modifications of the diversion dam 
and works shall be completed by September 30, 1952, and be subject to the 
approval of the State of Idaho Department of Fish and Game. 

Article 16. The licensees shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, $5; and 

(ii) For the purpose of recompensing it for the use, occupanc 
of its lands, $5. 

(C) The exhibits described and designated in the second paragraph of this 
order are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This new license shall be accepted and returned to the Commission within 
60 days from date of issuance of this order. 

Adopted: January 22,1952. Issued: January 25, 1952. 


y, and enjoyment 


? 
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Order further amending license (major) 
New England Power Co. 
Project No. 1892 


Application was filed September 13, 1951, by New England Power Co., licensee 
for major project No. 1892, known as the Wilder project, and located on the 
Connecticut River near the towns of Wilder, Vt., and Lebanon, N. H., and ap- 
proximately 2 miles upstream from White River Junction, Vt., in the counties 
of Orange and Windsor, Vt., and in the counties of Cheshire, Grafton, and Sullli- 
van, N. H., for approval as part of the license for the redeveloped project 
which was completed and placed in operation on December 1, 1950—of certain 
exhibits showing the project as constructed. 

The exhibits, among other things, show the capacity of each of the two tur- 
bines to be 23,750 horsepower and the installed capacity of the project to be 
47,500 horsepower instead of 23,700 horsepower and 47,400 horsepower, respec- 
tively, as presently shown in the license, and they also describe a 650-foot 
13.8-kilovolt transmission line connecting the project with the system of the 
Green Mountain Power Corp. 

The effect of the amendment of the license by including the said exhibits 
will be to change the description of each of the two turbines from 23,700 horse- 
power to 23,750 horsepower; to include a 650-foot transmission line; and to 
increase the authorized installed horsepower capacity of the project from 47,400 
horsepower to 47,500 horsepower, and consequently increase the annual charge 
by basing it on 47,500 horsepower instead of 47,400 horsepower. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The 13.8-kilovolt transmission line extending about 650 feet from the out- 
door substation to the system of the Green Mountain Power Corp. as described 
in exhibit M and shown on exhibit L (F. P. C. No. 1892-65) is part of the project 
within the meaning of section 3 (11) of the Federal Power Act, and should be 
included in the license for the project. 

(3) The authorized installed horsepower capacity of the project as increased 
under the amendment of license is 47,500 horsepower, and the annual charge 
for reimbursing the United States for the costs of administration of part I of 
the act, based on such capacity, as hereinafter provided, is reasonable. 

(4) Exhibit L, sheets Nos. 1C, 2C, 3C, 4C, 5C, 6B, 7B, 8B, 9B, 10D, and 11B 
(F. P. C. Nos. 1892-65 to and including —75), and exhibit M filed as part of the 
application conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project. 

(5) Superseded exhibit L, sheets Nos. 1B, 2B, 3B, 4B, 5B, 6A, TA, 8A, 9A, 10C, 
and 11A (F. P. C. Nos. 1892-13 to and including -21, and -35, and -36), and 
exhibit M, now part of the license for the project, should be eliminated from 
the license. 

The Commission orders: 

(A) The above-specified exhibits filed as part of the application are approved 
as part of the license for the project. 

(B) The above-specified superseded exhibits are eliminated from the license 
for the project. 

(C) The license issued April 22, 1944, to Bellows Falls Hydro-Electrice Corp. 
for project No. 1892, and transferred as of July 28, 1948, to New England Power 
Co., the present licensee, be and the same is hereby further amended, effective 
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as of the first day of the month in which the accepted amendment is filed with the 
Comunission, to provide for a change in the description of the turbines installed 
in the project powerhouse; the inclusion of a 650-foot 13.8-kilovolt transmission 
line; an increase in the authorized installed horsepower capacity of the project, 
and consequently an increase in the annual charge; the describing and showing 
of the project as constructed ; the incorporation in the license of certain exhibits 
showing the said changes; and the elimination from the license of certain super- 
seded exhibits; said amendment being: 

PARAGRAPH I. Paragraphs B and D of article 2 of the license as amended 
are hereby amended to read as follows: 

Paragraph B: 

B. Project works, consisting principally of an earth embankment and con- 
crete dam with taintor gates and flashboards, located in Connecticut River ap- 
proximately 2 miles upstream from White River Junction, Vt.; a fishway; a 
powerhouse integral with the dam having installed two 23,750-horsepower tur- 
bines each connected to an 18,000-kilovolt-ampere generator; a pond extending 
approximately 46 miles upstream from the dam with the maximum normal pool 
level at elevation 385 feet (U. S. Geological Survey Datum as described for 
U. S. G. S. Bench Mark “ADJ 430” with elevation 430.449 feet in Wilder, Vt., 
in U. 8. G. S. Bulletin 437—Results of Spirit Leveling in Maine, New Hampshire, 
and Vermont, 1896 to 1909, inclusive, published in 1910) at the dam; an outdoor 
substation near the powerhouse; a single circuit 110,000-volt transmission line 
from the outdoor substation to the licensee’s Bellows Falls plant of project No. 
1855; three short transmission lines connecting the project to the systems of the 
Granite State Electric Co., the Central Vermont Public Service Corp., and the 
treen Mountain Power Corp.; and other appurtenant facilities; the location, 
nature and character of which project works are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
formed part of the applications for amendment of the license and which are 
designated and described as follows: 

Exhibit L: Sheet 1C (F. P. C. No. 1892-65) entitled “General Layout Proposed 
Redevelopment” ; 

Sheet 2C (F. P. C. No. 1892-66) entitled “Dam and Power House—General 
Plan” ; 

Sheet 8C (F. P. C. No. 1892-67) entitled “Dam—Typical Sections” ; 

Sheet 4C (F. P. C. No. 1892-68) entitled “Dike and Yard Sections” ; 

Sheet 5C (F. P. C. No. 1892-69) entitled “Profile and Downstream Elevation” : 

Sheet 6B (F. P. C. No. 1892-70) entitled “Power House and Abutment—Sec- 
tions” ; 

Sheet 7B (F. P. C. No. 1892-71) entitled “Power House Basement Plan”; 

Sheet 8B (F. P. C. No. 1892-72) entitled “Power House Section” : 

Sheet 9B (F. P. C. No. 1892-73) entitled “Future Unit Bay—Section” ; 

Sheet 10D (F. P. C. No. 1892-74) entitled “Fishway General Plan and Details”; 
and 

Sheet 11B (F. P. C. No. 1892-75) entitled “Fishway Details.” 

Exhibit M: A statement in three sheets entitled “General Descriptions and 
General Specifications of Mechanical, Electrical, and Transmission Equipment and 
Their Appurtenances in Sufficient Detail To Enable the Commission To Have 
a Full Understanding of the Project, To Determine the Installed Capacity in 
Horsepower, and To Determine the Safety of the Project Works and Their 
Adequacy and Suitability for the Development and Utilization of the Resources 
Involved,” and filed in the Commission September 13, 1951. 

Paragraph D: 

D. The installed capacity of the project is 47,500 horsepower. 
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Paragraph IT. Article 16 of the license as amended is hereby amended by 
changing 47,400 horsepower to 47,500 horsepower, so that said article as 
amended shall read : 

Article 16. Subject to the provisions of Section 10 (e) of the act and the 
rules and regulations of the Commission thereunder, the licensee shall pay 
to the United States, effective as of August 23, 1950, an annual charge for the 
purpose of reimbursing the United States for the costs of administration of 

art I of the Act, of one (1) cent per horsepower on the authorized installed 

capacity (47,500 horsepower), plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

Paragraph III. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as hereto- 
fore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This amendment of the license for project No. 1892 shall be accepted 
and returned to the Commission within 60 days from date of issuance of this 
order. 

Adopted: January 22,1952. Issued: January 25, 1952. 





Order issuing license (major) 
Connecticut River Power Co. 
Project No, 2077 


Application was filed March 16, 1951, and supplemented August 28, 1951, by 
Connecticut River Power Co. of Littleton, N. H., for license under the Federal! 
Power Act (hereinafter referred to as the act) for partially constructed major 
project No. 2077, known as the Fifteen Mile Falls project, located on the Con- 
necticut River in Grafton and Coos Counties, N. H. and in Caledonia and Essex 
Counties, Vt. 

On August 14, 1951, the Commission determined, In the Matter of Connecticut 
River Power Company, docket No. E-6346, that the Connecticut River from its 
mouth to points above the proposed Fifteen Mile Falls project is a navigable 
water of the United States and that the interests of interstate or foreign com- 
merce would be affected by the proposed construction and operation. 

The Fifteen Mile Falls project consists of the constructed MecIndoes and 
Comerford developments and the proposed Littleton development, comprising : 

(a) Alllands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interests in such lands neces- 
sary or appropriate for the purposes of the project whether such lands or 
interests therein are owned or held by the applicant or by the United States; the 
general location of such project area and project boundary being tentatively 
shown and described by certain exhibits which formed part of the application 
for license and which are designated and described as follows: 

Erhibit J-1: Sheet 1 (F. P. C. No. 2077-1) a general map entitled “Connected 
Transmission System” signed Connecticut River Power Co. by Thomas J. Rouner, 
vice president, on March 14, 1951. 
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McIndoes Development 


Exhibit J (1)-2: Sheet 1 (F. P. C. No. 2077-2) entitled “General Map,” signed, 
Connecticut River Power Co. by Thomas J. Rouner, vice president, on March 14, 
1951. 

Evhibit K (1)-4: Sheet 1 (F. P. C. No. 2077-5) entitled “Project Boundary 
Map, McIndoes-Comerford Transmission Line,” signed, Connecticut River Power 
Co. by Thomas J. Rouner, vice president, on March 14, 1951. 


Comerford Development 


Exhibit J (2)-2: Sheet 1 (F. P. C. No. 2077-3) entitled “General Map,” signed, 
Connecticut River Power Co. by Thomas J. Rouner, vice president, on March 14, 
1951 

Littleton Development 


Exhibit J (3)-2: Sheet 1 (F. P. C. No. 2077-4) entitled “General Map,” signed, 
Connecticut River Power Co. by Thomas J. Rouner, vice president, on March 14, 
1951. 

(b) All project works consisting principally of: 


McIndoes Development 


A gravity concrete dam about 730 feet long composed of a spillway section, a 
nonoverflow section, and a powerhouse section, creating a reservoir about 5 miles 
long at elevation 454 feet ; a powerhouse containing four turbines, each rated at 
3,800 horsepower and connected to a 2,640-kilowatt generator; a tailrace; a 
step-up substation; and a 34.5-kilovolt transmission line about 5.6 miles long 
extending from the transformer bank to the Comerford switching station; the 
location, nature, and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license and which are 
designated and described as follows: 

Exhibit L (1): Drawing in four sheets, signed Connecticut River Power Co., 
by Thomas J. Rouner, vice president, on March 14, 1951; comprising: 

Sheet 1 (F. P. C. No. 2077-6), entitled “General Layout of Plant” ; 

Sheet 2 (F. P. C. No. 2077-7), entitled “Elevation Looking Upstream” ; 

Sheet 3 (F. P. C. No. 2077-8), entitled “Details of Spillway” ; 

Sheet 4 (F. P. C. No. 2077-9), entitled “Details of Power House”; and 

Exhibit M (1): Four typewritten sheets, of general descriptions and general 
specifications of mechanical, electrical, and transmission equipment and their 
appurtenances pertaining to McIndoes Development, signed, Connecticut River 
Power Co., by Thomas J. Rouner, vice president, on March 14, 1951. 


Comerford Development 


A dam about 2,253 feet long composed of two earth embankment sections, a 
concrete spillway section, a concrete nonoverflow section, and a concrete intake 
section, creating a reservoir about 8 miles long at elevation 650 feet; four pen- 
stocks, each about 150 feet long; a powerhouse at the foot of the dam containing 
four turbines, each rated at 54,200 horsepower and connected to a 35,100-kilowatt 
generator; a tailrace about 6,600 feet long; a substation; and a switchyard; the 
location, nature, and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 


exhibits which also formed part of the application for license and which are 
designated and described as follows: 
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Exhibit L (2): Drawings in six sheets, signed Connecticut River Power Co., 
by Thomas J. Rouner, vice president, on March 14, 1951, comprising: 

Sheet 1 (F. P. C. No. 2077-10), entitled “General Layout of Plant” ; 

Sheet 2 (F. P. C. No. 2077-11), entitled “Elevation Looking Upstream” ; 

Sheet 3 (F. P. C. No. 2077-12), entitled “Power House—Floor Plan” ; 

Sheet 4 (F. P. C. No. 2077-138), entitled “Sections—Dam, Intake and Power 
House” ; 

Sheet 5 (F. P. C. No. 2077-14), entitled “Details of Spillway” ; 

Sheet 6 (F. P. C. No. 2077-15), entitled “East Embankment and Wall”; and 

Exhibit M (2): Four typewritten sheets, of general descriptions and general 
specifications of mechanical, electrical, and transmission equipment and their 
appurtenances pertaining to Comerford Development, signed, Connecticut River 
Power Co., by Thomas J. Rouner, vice president, on March 14, 1951. 


Littleton Development 


A dam about 5,325 feet long composed of two earth embankment sections, a 
concrete intake section, and a concrete spillway section, creating a reservoir 
about 11 miles long at elevation S09 feet having a usable storage of 115,000 acre- 
feet with a drawdown of 40 feet; four penstocks, each 296 feet long; a power- 
house at the foot of the dam containing four turbines, each rated at 55,000 horse- 
power and connected to a 35,100-kilowatt generator; a step-up substation; and 
two 230-kilovolt single circuit transmission lines about 7 miles long extending 
from the switchyard to the Comerford switchyard; the location, nature, and 
character of which project works are more specifically shown and described by 
the exhibits hereinbefore cited and by certain other exhibits which also formed 
part of the application for license and which are designated and described as 
follows: 

Evrhibit L (3): Drawings in six sheets signed, Connecticut River Power Co., 
by Thomas J. Rouner, vice president, on March 14, 1951; comprising: 

Sheet 1 (F. P. C. No. 2077-16), entitled “General Layout of Plant” ; 

Sheet 2 (F. P. C. No. 2077-17), entitled “Profile and Elevation Looking Up- 
stream” ; 

Sheet 3 (F. P. C. No. 2077-18), entitled “Cross Section—Intake and Power 


’ 


House” ; 
Sheet 4 (F. P. C. No. 2077-19), entitled “Power House—Floor Plan” ; 

Sheet 5 (F. P. C. No. 2077-20), entitled “Details of Spillway”: 

Sheet 6 (F. P. C. No. 2077-21), entitled “North Embankment and Wall.” 
Exhibit M (3): Two typewritten sheets of general descriptions and general 


specifications of mechanical, electrical, and transmission equipment and their 
appurtenances pertaining to Littleton Development, signed, Connecticut River 
Power Co. by Thomas J. Rouner, vice president, on March 14, 1951. 


(c) All other structures, fixtures, equipment, or facilities used or useful in the 
construction, operation, and maintenance of the project and located in the project 
area, including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is ap- 
proved or acquiesced in by the Commission ; also all riparian and other rights, the 
use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

(d) It appears that applicant or its affiliates in the New England Electric 
System will own and operate other facilities as part of the Fifteen Mile Falls 
project. These additional facilities consist principally of an-existing dam at the 
First Connecticut Lake; an existing dam at the Second Connecticut Lake; two 
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existing and one proposed Comerford-Bedford switching station 220-kilovolt lines ; 
two existing Bedford switching station—Tewksbury 220-kilovolt lines; two pro- 
posed Bedford switching station—Pratt Junction 220-kilovolt lines; the proposed 
Bedford switching station; and the existing Central New Hampshire switching 
station at Andover if such station is maintained in the 220-kilovolt lines. 

The Comerford development was constructed during the years 1928-30 and the 
McIndoes development during the years 1930-31. These existing developments 
serve as system load regulators in the New England Electric system and are op- 
erated primarily for peaking purposes. The proposed Littleton development 
would normally be operated to serve the extreme peak requirements of the 
system load. 

The office of the Chief of Engineers, Department of the Army, has reported 
favorably on the application substantially as hereinafter provided concerning 
the interests of navigation. 

The Fish and Game Department of the State of New Hampshire and the De- 
partment of the Interior have reported favorably on the application substantially 
as hereinafter provided concerning conservation of the fish and wildlife resources. 

The Public Service Commissions of the States of New Hampshire and Vermont 
have been notified of the filing of the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Hampshire and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should presently be undertaken by the United 
States itself. 

(4) Under present circumstances and conditions and upon the terms herein- 
after imposed, the project is best adapted to a comprehensive plan for the improve- 
ment and utilization of waterpower development, and for other beneficial public 
purposes, including recreational purposes. 

(5) The installed horsepower capacity of the project hereinafter authorized, 
as limited by the generators, is 419,200 horsepower, and the energy generated 
thereby will be used for public-utility purposes. 

(6) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of part I of the 
act is reasonable as hereinafter specified. 

(7) In accordance with section 10 (d) of the act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(8) The exhibits designated and described in paragraph (a) and (b) above 
conform to the Commission's rules and regulations and should be approved as part 
of the license for the project. 

The Commission orders: 

(A) This license is issued to Connecticut River Power Co. of Littleton, N. H., 
under section 4 (e) of the act for a period of fifty (50) years commencing August 
1, 1951, and terminating July 31, 2001, for the operation and maintenance of 
project No. 2077, on the Connecticut River, a navigable waterway of the United 
States; subject to the terms and conditions of the act which are incorporated by 
reference as a part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the act. 
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(B) This license shall also be subject to the terms and conditions set forth 
in form L-4 entitled “Terms and Conditions of License for Unconstructed Major 
Project Affecting Navigable Waters of the United States,” which terms and 
conditions, described as articles 1 through 18, are attached hereto and made a 
part hereof, except for article 14 thereof, and subject to the following special 
conditions set forth herein as additional articles: 

Article 19. The licensee shall commence construction of the Littleton develop- 
ment on or before January 1, 1953; shall thereafter in good faith and with due 
diligence prosecute such construction, and shall complete the Littleton develop- 
ment and place it in operation on or before December 31, 1956; 

Article 20. The licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations supplemental exhibit F detail statement of project 
lands, and exhibit K detail maps of project area and project boundary, within 
3 years from date of issuance of this order ; 

Article 21. The licensee shall prior to flooding the Littleton Reservoir clear all 
lands in the bottom and margin of the reservoir between contour elevations S09 
feet and 765 feet, and shall dispose of all temporary structures, unused timber, 
brush, refuse, or inflammable material resulting from the clearing of the lands 
or from the construction and maintenance of the project works. In addition, 
all trees along the margins of reservoirs which may die from its operation shall 
be removed. The clearing of the lands and the disposal of the material shall 
be done with due diligence and to the satisfaction of the authorized representative 
of the Commission ; 

Article 22. The actual legitimate original cost, estimated where not known, and 
the accrued depreciation of the parts of the project completed prior to the effec- 
tive date of license shall be determined by the Commission as of such effective 
date, in accordance with the act, and the rules and regulations of the Commission, 
and such cost less such accrued depreciation, so determined, shall be the net 
investment in the project as of such effective date ; 

Article 28. The actual legitimate original cost of the parts of the project to be 
completed after the effective date of the license, and of any addition to or better- 
ment of the project, shall be determined by the Commission in accordance with 
the act and rules and regulations of the Commission thereunder ; 

Article 24. The reservoirs shall be operated during flood periods so that re- 
leases from the reservoirs shall be limited to amounts not greater than their 
inflows. Except in advance of high runoff and for seasonal storage the Comer- 
ford Reservoir shall be maintained at a high elevation insofar as feasible and 
consistent with the primary purpose of the project ; 


Article 25. The licensee shall install and operate facilities for the passage of 
fish approved by the Secretary of the Interior at such time as the Comniission 
shall specify upon the recommendation of the Secretary of the Interior that 
need for such facilities exists as evidenced by the successful operation of similar 
facilities at all downstream dams ; 


Article 26. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structure 
and operation in the interests of fish and wildlife resources as may be hereafter 
prescribed by the Commission upon the recommendation of the Secretary of the 
Interior ; and 

Article 27. The licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of part I of the act, one (1) cent per horsepower on the authorized in- 
stalled capacity (419,200 horsepower) plus two and one-half (214) cents per 
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1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

(C) The Commission expressly reserves the right to determine at some future 
date what additional facilities, if any, should be placed under license as part 
of the Fifteen Mile Falls project. 

(D) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(F') This license shall be signed for the licensee and returned to the Com- 
mission within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 


Adopted: January 22,1952. Issued: January 25, 1952. 


Order suspending changes in rates and services 
Northern Natural Gas Co. 
Docket No. G-1881 


On December 26, 1951, Northern Natural Gas Co. (Northern) filed with the 
Commission third revised sheets Nos. 5, 12, 13, and 14 to its F. P. C. gas tariff, 
first revised volume No. 2, and proposed that the third revised sheets Nos. 5, 12, 
and 13 become effective on January 27, 1952, and the third revised sheet No. 14 
become effective on February 27, 1952. 

The said third revised sheets Nos. 5, 12, 13, and 14 are filed to supersede 
Northern’s presently effective second revised sheets Nos. 5, 12, 13, and 14 filed on 
October 27, 1950, and which second revised sheets were filed to supersede first 
revised sheets Nos. 5, 12, 13, and 14, filed on March 27, 1950, to the said F. P. C. gas 
tariff, first revised volume No. 2. The said first and second revised sheets Nos. 
5, 12, 13, and 14, with other filed tariff sheets, were suspended within the purview 
of and in accordance with section 4 (e) of the Natural Gas Act by the Commis- 
sion’s orders issued on April 26, 1950, in docket No. G-1382 and on November 13, 
1950, in docket No. G—-1533, respectively, and hearings were held thereon and an 
initial decision has been rendered by the presiding examiner, which decision was 
served on January 21, 1952. On September 27, 1950, the said first revised sheets 
Nos. 5, 12, 13, and 14 became effective on motion upon furnishing of a bond pur- 
suant to the Commission’s order issued October 4, 1950, in docket No. G-13882, and 
on April 27, 1951, the second revised sheets Nos. 5, 12, 13, and 14 likewise became 
effective on motion upon furnishing of a bond pursuant to the Commission’s order 
issued May 9, 1951, in docket No. G—-1533. 

The proposed increase filed on December 26, 1951, affects all customers purchas- 
ing natural gas under Northern’s CD-1 rate schedule and the various proposed 
increases to such customers by this filing and prior suspended filings are as 
follows: 





Prior to 
filing of 
Mar. 27, 1950 


Filing of | py); : 
Oct. 27, Filing of Dec. 26, 


1950 oe 


Filing of 
Mar. 27, 1950 


Demand charge (monthly basis). ..-.-.....| $1.25......-.) $1.21 !_......) $1.37 '.....) $1.67.1 
Commodity charge...........-.......-... 12.7 cents....| 14.6 cents....| 17 cents...| 20.3 and 22 cents. 


1 Stated on a daily basis in the rate schedule. 
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This third rate increase application raises to approximately $21,000,000 the 
total increase sought by Northern since March 27, 1950, of which approximately 
$10,600,000 is reflected in the present application. 

In addition to the change in rate level, Northern also proposes to continue in 
effect alleged service classifications which are now an issue in the proceeding 
in docket Nos. G—1382 and G—1533, in that it proposes to name separate “so-called” 
rate schedules CD-1, G-1, IND-1 and IND-2, being the third revised sheets 
Nos. 5, 12, 18, and 14, respectively, in place of a single rate schedule similar to 
that in effect before the filings which are the subject of the proceeding in docket 
Nos. G—1382 and G—1533. 

Protests against the said filing of December 26, 1951, have been received from 
20 customer companies of Northern, § cities, the States of Iowa and Minnesota, 
and the State Corporation Commission of Kansas. 

The rates, charges, classifications, services, rules, regulations, and practices 
as set forth in the third revised sheets Nos. 5, 12, 13, and 14 may be unjust, 
unreasonable, unduly discriminatory and preferential, and place an undue 
burden upon the consumers of natural gas. 

In addition to the issues usually presented in proceedings under section 4 
and 5 of the Natural Gas Act, the following issues are presented by the filing 
of the aforesaid third revised sheets Nos. 5, 12, 13, and 14, which issues are also 
involved in the present proceedings in docket Nos. G—1382 and G—1533, to wit: 

1. Whether the rates and charges for all natural gas sold by Northern and 
delivered in bulk at one point to a purchasing distributor are subject to the 
jurisdiction of the Commission when part of such gas is consumed by the pur- 
chaser. 

2. Whether and to what extent the rate schedules of Northern provide for 
the sale of natural gas to purchasing distributors for their own use. 

3. Whether volumes of gas equal to those consumed by the purchasing distrib- 
utor should be subtracted from the commingled delivery and be considered as 
nonjurisdictional. 

4. Whether and to what extent the rate schedules of Northern provide for the 
sale of natural gas to purchasing distributors for resale for industrial use only. 

5. Whether volumes of gas equal to those consumed by industrial consumers 
of Northern’s purchasing distributors should be subtracted from the com- 
mingled delivery to such purchasing distributors and be considered as gas sold 
for resale for industrial use only. 

6. Whether Northern may lawfully change from schedules providing a single 
rate for a single classification of general service to the purchasing distributors, 
to provide a single, or several rates or charges for several classifications of 
service. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing concerning the lawfulness of the proposed rates, charges and classifi- 
cations, and the rules, regulations and practices relating thereto, as set forth 
in third revised sheets Nos. 5, 12, 13, and 14 to Northern’s F. P. C. gas tariff, 
first revised volume No. 2, and that the said tariff sheets be suspended pending 
hearing and decision thereon. 

The Commission orders: 

(A) Pursuant to the authority contained in sections 4 and 5 of the Natural 
Gas Act, a public hearing be held on a date to be fixed by further order of the 
Commission in the hearing room of the Federal Power Commission, 1800 Penn- 
sylvania Avenue NW., Washington, D. C., concerning the lawfulness of the rates, 
charges and classifications, and the rules, regulations and practices relating 
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thereto, subject to the jurisdiction of the Commission, set forth in third revised 
sheets Nos. 5, 12, 13, and 14, filed with the Commission on December 26, 1951. 

(B) Pending such hearing and decision thereon, Northern’s third revised 
sheets Nos. 5, 12, 13, and 14 to its F. P. C. gas tariff, first revised volume No. 2 
be and they hereby are suspended within the purview of and in accordance 
with section 4 (e) of the Natural Gas Act and the use of such third revised sheets 
Nos. 5, 12, and 13 is deferred until June 27, 1952, and until such further time 
thereafter as said third revised sheets shall be made effective in the manner 
prescribed by the Natural Gas Act, and the use of such third revised sheet No. 
14 is deferred until July 27, 1952, and until such further time thereafter as said 
third revised sheet shall be made effective in the manner prescribed by the 
Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 


Adopted: January 24,1952. Issued: January 25, 1952. 


Order further extending effectiveness of interim gas tariff and rejecting proposed 
F. P. C. gas tariff 


Alabama-Tennessee Natural Gas Co. 
Docket No. G—585 


On December 28, 1951, the Commission in the above-docketed proceeding issued 
an order which, among other things: (1) found that Alabama-Tennessee Natural 
Gas Company’s (Alabama-Tennessee) F. P. C. gas tariff, original volume No. 1, 
second revised sheet No. 4, filed November 28, 1951, and proposed to be made 
effective as of January 1, 1952, did not constitute satisfactory compliance with 
the designated terms and conditions of the Commission’s orders issued herein on 
July 2, 1948, and June 16, 1950, which required that Alabama-Tennessee file, 
before designated dates, a tariff “satisfactory to the Commission”; (2) rejected 
said second revised sheet No. 4: (3) directed that a public hearing be held, 
commencing on January 14, 1952, “to determine the just, reasonable, non- 
preferential or non-discriminatory rate, charge, classification, rule, regulation, 
service, practice, or contract to be thereafter observed and in force by Alabama- 
Tennessee for sales of natural gas for resale in interstate commerce and to fix 
the same by order”; and (4) extended the period of effectiveness for one month 
to and including January 31, 1952, of Alabama-Tennessee’s presently effective 
F. P. C. gas tariff original volume No. 1, first revised sheet No. 4, which by the 
terms of the Commission’s order of June 16, 1950, expired on December 31, 1951. 

Said hearing commenced, as ordered, on January 14, 1952, and is now in 
progress. 

On said date of January 14, 1952, after commencement of the hearing, Alabama- 
Tennessee tendered for filing third revised sheet No. 4 to its F. P. C. gas tariff, 
to take effect on February 13, 1952, which proposes to establish new rates for all 
natural gas sold for resale consisting of a monthly demand charge of $2.75 per 
M. ce. f. of billing demand and a commodity charge of 24.5 cents per M. ¢. f., as 
compared to a $3.00 demand and 16.5 cents commodity charge proposed in said 
second revised sheet No. 4, and as further compared to a $2.70 demand and 
12.3 cents commodity charge proposed by Alabama-Tennessee at the hearing 
on its application for a certificate of public convenience and necessity which 
would be charged by it for sales for resale in interstate commerce. 
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Said proposed third revised sheet No. 4 would result in an increase in the charge 
for natural-gas service from an average of approximately 41.6 cents per M. c. f. 
of natural gas sold thereunder to an average of 47.5 cents per M. c. f. Said 
proposed new rates would result in increased payments by Alabama-Tennessee’s 
customers amounting to $81,371, which is an increase of 14 percent over that 
which would be collected by the company under its presently effective interim 
rates if applied to the estimated sales for the year 1952. 

In support of its filing of said third revised sheet No. 4 proposing to establish 
new rates for all natural gas sold for resale, Alabama-Tennessee has submitted 
data which are the same as those submitted in the hearing now in progress. 
The issues presented by said third revised sheet No. 4 are included among the 
issues now the subject of said hearing, as referred to in the first paragraph above. 

Pursuant to section 154.16 of the Commission’s Regulations under the Natural 
Gas Act, a copy of said third revised sheet No. 4 has been sent to each customer 
affected thereby, and also to various state, county and municipal authorities. A 
letter protesting said third revised sheet No. 4 has been received from the City 
Power, Water & Gas Department of the City of Sheffield, Ala. 

The Commission finds: 

(1) Alabama-Tennessee’s F. P. C. gas tariff, original volume No. 1, third 
revised sheet No. 4, filed January 14, 1952, and proposed to be made effective as of 
February 13, 1952, should be rejected, Alabama-Tennessee being currently afforded 
an opportunity in the hearing now in progress, in connection with fulfillment of the 
aforementioned terms and conditions of the Commission’s orders issued herein 
on July 2, 1948, and June 16, 1950, to present evidence with respect to “the just, 
reasonable, nonpreferential, or nondiscriminatory rate, charge, classification, 
rule, regulation, service, practice, or contract” to be observed and in force by 
Alabama-Tennessee. 

(2) Pending determination of the issues now in hearing herein, it is necessary 
or appropriate in the public interest that the period of effectiveness of Alabama- 
Tennessee’s presently effective interim F. P. C. gas tariff, original volume No. 1, 
first revised sheet No. 4, which period of effectiveness was extended by order of 
the Commission issued herein December 28, 1951, for one month from December 31, 
1951, to and including January 31, 1952, be further extended for a period ending 
not later than March 31, 1952. 

The Commission orders: 

(A) Alabama-Tennessee Natural Gas Company’s F. P. C. gas tariff, original 
volume No. 1,, third revised sheet No. 4, submitted for filing on January 14, 1952, 
and proposed to become effective on February 13, 1952, be and the same is hereby 
rejected, and it shall have no force and effect as a schedule of rates and charges 
filed under the Natural Gas Act. 

(B) Pending determination of the issues now in hearing herein, the period of 
effectiveness of Alabama-Tennessee Natural Gas Company's presently effective 
F. P. C. gas tariff, original volume No. 1, first revised sheet No. 4, which by the 
terms of the Commission’s order of June 16, 1950, expired on December 31, 1951, 
and by the terms of the Commission's order of December 27, 1951, was extended 
for one month to and including January 31, 1952, be and the same is hereby 
extended for a period ending not later than March 31, 1952. 

(C) Nothing herein shall be construed as limiting the right of the Commission 
with respect to the extension, cancellation, or other action concerning any tariff 
of Alabama-Tennessee Natural Gas Co. now on file with the Commission on an 
interim basis, nor as limiting the right of the Commission to permit any new 
tariff to become effective on an interim basis. 


Adopted: January 31,1952. Issued: February 1, 1952. 
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Order extending temporary certificates of public convenience and necessity 
Mississippi River Fuel Corp. 
Docket Nos. G—1281, G—1454, G-1510, G-1755 


On January 5, 1952, Mississippi River Fuel Corp. (Mississippi) filed a motion, 
in docket Nos. G—1281, G—1454, G-1490, G-—1505, G-1510, G-—1524, G—1653, and 
G-1755, requesting that such dockets be consolidated for the purpose of hearing, 
that the temporary certificate authorizations previously issued pursuant to sec- 
tion 7 of the Natural Gas Act in said dockets be extended for a period of 30 days, 
and that the Commission set the said dockets for hearing upon a consolidated 
basis not later than January 29, 1952. 

The above-entitled proceedings involve applications of Mississippi for cer- 
tificates of public convenience and necessity, pursuant to section 7 of the Natural 
Gas Act, to authorize the acquisition or construction and operation of certain 
natural-gas transmission pipeline facilities designed to increase its sales capacity, 
to supply additional quantities of natural gas to existing customers and to supply 
gas in part for service to certain communities not heretofore supplied with 
natural gas, and to connect new sources of gas supply to Mississippi’s system. 
Official notice is hereby taken of the Commission’s opinions, findings, and other 
actions heretofore entered or taken in the above-entitled proceedings, particularly 
the issuance upon certain conditions of temporary certificate authorizations to 
terminate on February 2, 1952, without prejudice to future Commission action in 
the proceedings. Particular notice is taken of such authorizations issued in 
docket No. G—1281 upon the condition, among others, that Mississippi file emer- 
gency service rules and regulations to govern its deliveries of natural gas to all 


of its customers for the period ending February 2, 1952, and of the Commission’s 


order putting into effect such rules and regulations as of November 1, 1950, for a 
period extending to February 2, 1952. 

It was developed at a conference on January 23, 1952, between attorneys for 
Mississippi and Commission staff representatives concerning the matters referred 
to in Mississippi’s January 5, 1952, motion, that Mississippi is yet to submit sub- 
stantial necessary data relating to the certificate applications pending in the 
dockets referred to in the said motion. At that conference Mississippi counsel 
agreed to submit soon to the Commission a written statement detailing in what 
respect, the extent to which, and the reasons why Mississippi considers that it is 
prepared to proceed to hearing on the pending applications in the said dockets. 

Upon consideration of the foregoing, the aforesaid January 5, 1952 motion 
and the record pertinent thereto, the Commission finds: 

It is appropriate and necessary for carrying out the provisions of the Natural 
Gas Act and good cause exists for extending, as hereinafter ordered, such tempo- 
rary certificate authorizations as have heretofore been granted Mississippi River 
Fuel Corp. in the above-entitled dockets upon the terms and conditions hereinafter 
ordered. 

The Commission orders: 

(A) Such temporary certificate authorizations as have heretofore been granted 
Mississippi River Fuel Corp. in the above-entitled dockets, pursuant to section 7 
of the Natural Gas Act, to terminate not later than February 2, 1952, be and the 
same are hereby extended and the same shall terminate not later than June 30, 
1952, upon the same terms and conditions as therein contained to the extent 
not in conflict with the provisions of this order. 
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(B) Mississippi shall maintain in effect emergency service rules and regula- 
tions governing its deliveries of natural gas to all its customers for the period 
ending March 31, 1953, in accordance with the Commission order entered this 
date allowing emergency service rules and regulations to take effect on February 
2, 1952, subject to change or termination by the Commission for good cause at 
any time, with or without application or motion. 

(C) The facilities of Mississippi shall not be used for the transportation or 
the sale of natural gas to any new customers except upon specific authorization 
granted by the Commission, and shall not be used for the transportation or sale 
of natural gas to any customers except as specifically authorized by the 
Commission. 

(D) This order is without prejudice to Commission action with respect to other 
requests in the aforesaid motion filed by Mississippi on January 5, 1952, and is 
without prejudice to Commission action with respect to other matters pending 
in the above-entitled proceedings, or any findings or orders heretofore or here- 
after made by the Commission in any proceeding now pending or hereafter 
instituted. 


Adopted: January 31,1952. Issued: February 1, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Co., Ine. 
Docket No. G-1827 


On October 30, 1951, Kansas-Nebraska Natural Gas Co. (Kansas-Nebraska), 


a Kansas corporation having its principal place of business at Phillipsburg, Kans., 
filed an application, as supplemented December 13, 1951, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of certain natural-gas facilities, viz, one 


and 
one-half miles of 314 inch pipeline, one and one-half miles of 2% inch pipeline, and 


a standard orifice meter station, to furnish direct industrial natural-gas service 
to the Norfolk State Hospital, Norfolk, Nebr., pursuant to a contract providing 
for interruptible service. 

The volume of natural gas proposed to be delivered by means of the facilities 
described above is stated to be 180,000 M. c. f. per year. The estimated cost of 
construction of the facilities is $17,091, to be financed out of current working 
funds. 

On November 8, 1950, Kansas-Nebraska filed an application at docket No. 
G-—1532 which was supplemented on January 18, 22, and 25, 1951, for a certificate 
of public convenience and necessity authorizing it to construct and operate certain 
natural-gas facilities, among them being facilities designed to render natural-gas 
service to Norfolk, Nebr. Included in the estimated annual demand of natural 
gas for Norfolk, Nebr., as shown in exhibit No. 12 appended to the application of 
November 8, 1950, was 550,000 M. c. f. of gas to be delivered to a power plant 
in Norfolk. A hearing was had upon said application and a certificate was issued 
by Commission order of February 28, 1951. 

Kansas-Nebraska states in its supplemented application filed herein, that the 
power plant proposed to be served in its application of November 8, 1950, docket 
No. G-1532, is now shut down, and that there are no present plans for reopening 
the plant. Therefore, the deliveries of natural gas to the Norfolk State Hospital 
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proposed herein will not constitute additional requirements upon Kansas-Ne- 
braska’s reserves and system over and above those included in previously certifi- 
sated facilities. The elimination of the power plant requirements and the addi- 
tion of the hospital load will decrease the annual market requirements by approxi- 
mately 370,000 M. c. f. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 25, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Kansas-Nebraska, a Kansas corporation having its principal place of 
business at Phillipsburg, Kans., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Kansas and 
Nebraska, and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 6, 1948, in docket No. G—259, 3 F. P. C. 966. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Kansas-Nebraska’s existing pipeline 
system, and the construction and operation thereof by Kansas-Nebraska are 
subject to the requirements of subsection (c) and (e) of section 7 of the Natural 
Gas Act, as amended. 

(3) Kansas-Nebraska is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission 
thereunder. 

(4) Kansas-Nebraska having requested the omission of the intermediate de- 
cision procedure and all the requirements of the provisions of section 1.32 (b) 
of the Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation by Kansas-Nebraska of the 
facilities hereinbefore described are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter conditioned 
and ordered. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing Kansas-Nebraska to construct and operate the facilities as 
hereinbefore described, all as more fully described in the application, as supple- 
mented, in this proceeding, for the transportation of natural gas, as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 


(B) Kansas-Nebraska shall report to the Commission, in writing and under 
oath, the completion date of the facilities herein authorized to be constructed, 
together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
Kansas-Nebraska continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 

Adopted: January 31,1952. Issued: February 1, 1952. 
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Findings and order issuing a certificate of public convenience and necessity 
Hope Natural Gas Co. 


Docket No. G—1844 






On November 29, 1951, Hope Natural Gas Co. (applicant) filed an application, 
which was supplemented on January 23, 1952, for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act, authorizing 
the acquisition and operation of certain natural-gas facilities, subject to the 
jurisdiction of the Commission, from South Penn Natural Gas Co. (South Bend). 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
January 31, 1952, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the application has been received. 

The record shows that applicant proposes to acquire certain gas pipelines and 
compressor station facilities, together with incidental facilities and the distribu- 
tion system now owned by South Penn, as described in an agreement between 
the parties entered into on November 8, 1951. In this proceeding, applicant seeks 
authority to acquire such of said properties as applicant proposes to classify and 
operate as transmission facilities to be operated as an integral part of its existing 
transmission system in the State of West Virginia. Said properties which appli- 
cant proposes to classify as transmission facilities consist of three field compres- 
sor stations, known as Emmons Station in Kanawha County, W. Va.; Griffiths 
Station in Lincoln County, W. Va., and Madison Station in Boone County, W. Va.; 
and nine gas pipelines aggregating approximately 105.7 miles of various size pipe, 
ranging from 1-inch to 16-inch pipe, and located in Boone, Lincoln, Kanawha, 
Logan, and Roane Counties, in West Virginia, all as more fully described in the 
application, as supplemented, in this proceeding. 

The record further shows that South Penn presently sells natural gas to 
applicant under the terms of a contract dated April 10, 1930, whereby all the 
natural gas available to South Penn, except the requirements of its own opera- 
tions and of its local customers together with gas from isolated wells not acces- 
sible to its lines, is purchased by applicant. After the consummation of the 
acquisition proposed herein, applicant will continue to purchase natural gas from 
South Penn pursuant to the aforesaid contract dated April 10, 1980, as amended, 
but the delivery points for the gas to be transported through pipelines acquired 
from South Penn will be moved to meters established by applicant on existing 
field lines of South Penn. 

Applicant also proposes to process the gas for the extraction of hydrocarbons, 
and will secure the treatment of the gas by Carbide and Carbon Chemicals Corp. 
Applicant will receive the revenues therefrom, rather than South Penn, which 
receives them at present. Under the foregoing arrangement, applicant antici- 
pates a saving of approximately $46,000 per year in the cost of its purchased 
gas after payment of operating costs for processing the purchased gas. The 
record shows that by letter dated November 1, 1951, Carbide and Carbon Chem- 
icals Corp. has consented to the proposed arrangement. 

The agreed upon base purchase price to be paid by applicant for all of the 
properties to be acquired from South Penn under the terms of said agreement 
dated November 8, 1951 is an amount equal to the net original cost per books 
of South Penn on the date of transfer. The net original cost of said facilities 
per books of South Penn on May 31, 1951 was $157,059.29. The base purchase 
price of said facilities as shown by the books of South Penn on the date of trans- 
fer is proposed to be adjusted to reflect normal changes in plant and plant reserves 
as recorded on the books of South Penn between May 31, 1951, and the date 
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of transfer as finally determined. Applicant proposes to pay for the facilities 
to be acquired from cash on hand. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Co., a West Virginia corporation, having 
its principal place of business at Clarksburg, W. Va., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the State 
of West Virginia, is engaged in the production of natural gas in West Virginia, 
and the purchase of natural gas produced in the States of West Virginia, Texas, 
and other states, and in the transportation and sale of such gas in interstate 
commerce for resale for ultimate public consumption in states other than those 
in which the gas is produced; by such operations applicant is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of April 27, 1943, in docket No. G-290, 3 F. P. C. 994. 

(2) The facilities hereinbefore described which applicant proposes to acquire 
from South Penn, include facilities which are to be used for the transportation 
and sale in interstate commerce of natural gas for resale for ultimate public 
consumption as an integral part of applicant’s existing natural-gas system, and 
the acquisition and operation thereof by applicant are subject to the requirements 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed acquisition and operation of the facilities subject to the 
jurisdiction of the Commission as hereinbefore described are required by the 
public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) It is reasonable and in the public interest to require applicant to submit, 
for consideration by the Commission, proposed journal entries in accordance with 
the requirements of the Uniform System of Accounts for Natural Gas Com- 
panies as to the appropriate accounting for the transaction. 

(6) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Hope Natural Gas Co., to acquire and operate 
such of the facilities of South Penn Natural Gas Co. hereinbefore described as 
are subject to the jurisdiction of the Commission, all as more fully described in 
the application, as supplemented, in this proceeding, for the transportation and 
sale for resale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) Applicant, after the acquisition of the facilities herein authorized, 
shall submit for consideration by the Commission proposed journal entries in 
accordance With the requirements of the Uniform System of Accounts for Natural 
Gas Companies as to the appropriate accounting for the transaction. 

(C) Applicant shall report to the Commission in writing and under oath, 
the date of the acquisition of facilities as herein authorized, as well as the date 
on which operations by means thereof commenced. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
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provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 
Adopted: January 31,1952. Issued: February 1, 1952. 





Order amending and correcting order approving and directing disposition of 
amounts classified in adjustment accounts 


United Natural Gas Co. 


By order dated December 27, 1951, issued December 29, 1951, the Commission 
approved and directed the disposition by United Natural Gas Co. of amounts 
classified in account 100.5, gas plant acquisition adjustments, and account 107, 
gas plant adjustments. Paragraph (A) of that order provides that the amounts 
classified in account 107 be disposed of as proposed, subject to the requirement 
that $2,000,000 be transferred from account 271, earned surplus, to account 250.2, 
reserve for amortization and depletion of producing natural gas land and land 
rights. 

On the basis of advice from the company subsequent to the issuance of the above 
order and further study, it now appears that the $2,000,000 in question applies to 
the depreciable plant accounts and that it is therefore includible in account 
250.1, reserve for depreciation of gas plant, instead of account 250.2. 

It is further noted that the above order contains certain typographical errors 
that should be corrected. 

The Commission finds: 

It is necessary and appropriate for the purposes of the Natural Gas Act that 
the above-named order be amended by substituting therein the paragraph (A) 
set forth below, and that the typographical errors in said order be corrected as 
hereinafter provided. 

The Commission orders: 

(A) Paragraph (A) of the order dated December 27, 1951, issued December 
29, 1951, in this matter, hereby is amended to read as follows: 

(A) The disposition of the amount of $6,344,247.94 classified in account 
107, in the manner described above, be and the same hereby is approved and 
directed subject to the company’s transfer of $2,000,000 from account 271, 
earned surplus, to account 250.1, reserve for depreciation of gas plant, such 
action to be without prejudice to the company’s right to seek, or to the Com- 
mission’s right to require such adjustments of the depletion, depreciation 
and amortization reserves as may be appropriate in rate or other proceedings. 

(B) The order dated December 27, 1951, issued December 29, 1951, in this 
matter, hereby is corrected as follows: 

(i) The dollar amounts in the second paragraph and the first line of the third 
paragraph both be made to read “$6,536,796.65.” 

(ii) Footnote 2 be referenced to the amount of $6,344,247.94, and made to 
read: 

“As the company agreed in its letter of October 24, 1951, the above disposi- 
tion is subject to its transfer of $2,000,000 from earned surplus to the 
depreciation reserve.” 

(iii) In paragraph (B), line 2, the following be inserted after the words 
“account 100.5” : 

by charging $90,423.15 to account 250.1 and by amortizing the balance of 
$102,125.56 

Adopted: January 31,1952. Issued: February 4, 1952. 
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Order approving and directing disposition of amounts classified in account 107, 
gas plant adjustments 


Amere Gas Utilities Co. 


On October 1, 1951, Amere Gas Utilities Co. filed reclassification and original 
cost studies of gas plant, as of January 1, 1939, and on November 6, 1951, certain 
additional statements which brought the studies up to February 28, 1951, the 
approximate date on which the company became a natural-gas company subject 
to the jurisdiction of the Commission under the Natural Gas Act, all in compliance 
with gas plant accounts instruction 2—-D of the Uniform System of Accounts and 
the Commission’s order No. 73 relating thereto. 

The studies show a net amount of $41,187.47 classified in account 107, gas plant 
adjustments, as of February 28, 1951. The items comprised in such amount 
and the disposition plan proposed by the company are summarized as follows: 


| 
Proposed disposition to— 
Particulars Account 250, 
Reserve for 
depreciation 
of gas plant 


Account 270, 
special capi- 
tal surplus 





Adjustment for: F 
Inter-company profit included in fees paid to an affiliated 
company improperly charged to gas plant__...............| $25, 375. 82 
Cost of connecting customers’ services, etc., improperly 
charged to miscellaneous intangible plant account dl 
Recorded and unrecorded retirements of property, ete. 
(net) _ sachacitnares atin hilalaiesaidaetca a at eiaataaiaons 5, 929. 20 5, 929. 3 
Items of plant erroneously omitted from charges to gas plant (4, 109. 52 (4, 109. 52 


1 $14, 503. 09 2 $24, 864. 70 





Total (met).-.- (Chtkbdoancatenniershodadomadawehe 7.47 16, 322. 77 | 24, 864. 70 


i This represents the amount reserved in account 250 as a result of periodic accruals applicable to the first 
two adjustment items. 

2 The company has advised that the special capital surplus was created under the authority of an order of 
the Securities and Exchange Commission dated Mar. 16, 1943, in the amount of $38,000 as the result of cancel- 
lation by Atlantic Sraboard Corp. (parent company) of $38,000 principal amount of income demand loans 
due to such company by Amere Gas Utilities Co. This capital contribution was made as of Dec. 31, 1937, at 
which time earned surplus was extinguished, and is available for charges to surplus arising from transactions 
applicable to periods prior to Jan. 1, 1938, including charges to property accounts as of Dec. 31, 1937; the 
plant adjustments of $24,864.70 proposed for disposition to this special capital surplus were incurred during 
the years 1929, 1930, 1931, and 1932. 


By letter of December 28, 1951, the Public Service Commission of West Virginia 
approved the above disposition plan. 

The Commission finds: 

The proposed disposition of the net amount of $41,187.47 as described above is 
reasonable and appropriate for the purposes of the Natural Gas Act. 

The Commission orders: 

(A) The disposition of the amount of $41,187.47 as described above be and the 
same is hereby approved and directed. 

(B) Company submit within 30 days from the date of this order two certified 
copies of the accounting entries giving effect to the requirements of paragraph 
(A) of this order. 

(C) Since the Commission staff has not made a field examination of the 
reclassification and original cost studies of Amere Gas Utilities Co., the Commis- 
sion reserves the right, at any time hereafter, to make such examinations and 
analysis of the reclassification and original cost studies submitted as the Com- 
mission deems warranted, and to require Amere Gas Utilities Co. to make further 
accounting adjustments with respect thereto. 


Adopted: January 31, 1952. Issued: February 1, 1952. 
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Order directing and approving disposition of accounting adjustments 
Kansas-Nebraska Natural Gas Co., Inc. 


On May 16, 1941, Kansas-Nebraska Natural Gas Co., Inc. (Kansas-Nebraska) 
filed reclassification and original cost studies of gas plant, as of January 1, 1940, 
in compliance with gas plant accounts instruction 2-D of the Uniform System of 
Accounts prescribed for natural gas companies and the Commission’s order No. 73. 
Thereafter a field examination was made by the staff of the Commission, of the 
original cost studies and of property additions to December 31, 1949. 

Upon the conclusion of the field examination, conferences were held between 
company representatives and staff members at which tentative agreement was 
reached upon the matter of the plant adjustments proposed by the staff and a 
plan for the disposition of such adjustments. In accordance with a conference 
understanding, the company filed on September 19, 1951 a proposed plan for the 
disposition of the amounts classified in account 100.5, gas plant acquisition 
adjustments, and account 107, gas plant adjustments. 

The plant adjustments include $269,677.87 classified in account 100.5, gas plant 
acquisition adjustments, representing net excess of purchase cOst over original 
cost applicable to various property acquisitions during the years 1941, 1942, 1946 
and 1949 and $105,423.43 classified in account 107, gas plant adjustments, of which 
$77,706.92 represents excess of recorded cost over original cost resulting from 
write-up in gas plant account and $19,880.46 represents adjustments for excessive 
interest charged to plant accounts. 

Kansas-Nebraska has proposed that the amounts classified in accounts 100.5 
and 107 be disposed of as follows: 


Amounts for disposition 


Proposed disposition | a Account 
} a 107, gas init 
plant plant Totals 
adjustments adjustments 





By charges to: 
Account 250.1, reserve for depreciation of gas plant 
Account 251, reserve for amortization of other limited-term 
gas investments oa ‘ enn asian 
Account 271, earned surplus. ‘ sudebeadunanaaabenginndl 


| 
1 $242,016.05 | 2 $12,969.84 | $254, 985. 89 


1, 072. 80 | 27, 197.42 | 3% 28, 270. 22 


| acquisition 
! 
| 26, 589. 02 | 65, 256. 17 91, 845. 19 
| | 


| 269, 677.87 | 105, 423.43 | 375, 101.30 





1 $77,349.70 of this amount represents retirements; the balance, $164,666.35, is represented by amounts 
accrued in account 250.1. 

2 $3,358.85 of this amount represents retirements; the balance, $9,610.99, is represented by amounts accrued 
in account 250.1. 
3 The proposed charge represents periodic accruals against related adjustments. 











The Kansas State Corporation Commission by telegram of January 24, 1952, 
has advised that it has no objection to the proposed disposition. 

The Commission finds: 

The disposition of the amount of $269,677.87, classified in account 100.5 and 
the amount of $105,423.43 in account 107, as of December 31, 1949, in the manner 
described above, is reasonable and appropriate for the purpose of the Natural 
Gas Act. 

The Commission orders: 

(A) The disposition of the $269,677.87, classified in account 100.5 and the 
amount of $105,423.48 in account 107, as of December 31, 1949, in the manner 
described, be and the same is hereby approved and directed. 
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(B) The company shall submit, within 30 days from the date of this order, 
two certified copies of the accounting entries giving effect to the dispositions 
herein approved and directed. 

Adopted: January 31,1952. Issued: February 1, 1952. 


Order instituting an investigation under section 10 (f) of the Federal Power Act 


The Montana Power Co., Pend Oreille Mines & Metals Co., Puget Sound Power & 
Light Co., and The Washington Water Power Co. 


Docket No. E-6384 


Puget Sound Power & Light Co.’s project No. 943 (Rock Island) is located at 
mile 453 on the Columbia River. The Washington Water Power Co.’s project 
No. 637 (Chelan) is located at mile 4 on the Chelan River, a tributary of the 
Columbia, entering that river at mile 503. The Grand Coulee Dam, constructed 
by the United States, is located on the Columbia River at mile 600. Pend Oreille 
Mines & Metals Co.’s project No. 1393 (Metalline Falls) is located at mile 28 on 
the Pend Oreille River, a tributary of the Columbia River entering that river 
at mile 748. The Albeni Falls Dam, now being constructed by the United States 
under the supervision of the Corps of Engineers and Secretary of the Army, is 
located at mile 90 on the Pend Oreille River, and it is expected that initial 
storage operations will commence in the latter part of 1952. The Washington 
Water Power Co. has under construction project No. 2058 (Cabinet Gorge) which 
project is located on Clark Fork River, a tributary of Pend Oreille River, 150 
miles above the mouth of Pend Oreille River. Initial operation of the project is 
expected to commence in the latter part of 1952. The Montana Power Co.’s 
project No. 1869 (Thompson Falls) is located on the Clark Fork River, 208 miles 
above the mouth of Pend Oreille River. The Montana Power Co. project No. 5 
(Flathead) is located on the Flathead River, 318 miles above the mouth of Pend 
Oreille River, the Flathead River being a tributary of the Clark Fork River which 
becomes the Pend Oreille River at the outlet of Pend Oreille Lake. The Hungry 
Horse project, now being constructed by the United States under the supervision 
of the Secretary of the Interior, is located on the South Fork of Flathead River, 
400 miles above the mouth of Pend Oreille River. 

Pursuant to the provisions of section 10 (f) of the Federal Power Act, the 
Commission is required to determine and assess headwater improvement benefit 
charges against the owner of any project directly benefited by headwater im- 
provements constructed by the United States. The Administrator of the Bonne- 
ville Power Administration has requested that the Commission initiate an in- 
vestigation to determine the downstream benefits to be furnished by the Grand 
Coulee project, Albeni Falls and Hungry Horse projects in the Columbia River 
Basin. This determination is desired by the Administrator in connection with 
the establishment of rates for the sale of power from these three projects. Fur- 
ther study and investigation will be required before it can be determined whether 
any of the projects specified above as being under license pursuant to the Federal 
Power Act will be directly benefited by the projects presently being constructed 
by the United States, and if so, the amount to be paid to the United States for 
the benefits so provided. 

The Commission finds: 

It is appropriate and in the public interest that an investigation be instituted 
by the Commission as hereinafter provided. 
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The Commission orders: 

An investigation is hereby instituted pursuant to the provisions of the Federal 
Power Act, particularly section 10 (f) thereof, for the purpose of enabling the 
Commission to determine whether any of the above designated projects is directly 
benefited by the construction and operation of the constructed Grand Coulee 
Dam and will be benefited in the future by the operation of that project and by 
construction and operation of the Albeni Falls and Hungry Horse projects and if 
it so finds, to determine particularly the equitable proportion of the estimated 
annual charges for interest, maintenance and depreciation on the Albeni Falls 
and Hungry Horse projects which it is probable the owners of the projects 
referred to above may be required to pay in the early years of operation of the 
Albeni Falls and Hungry Horse projects: Provided however, That any deter- 
mination made by the Commission prior to the date of initial operation of the 
project so expected to provide benefits may be subject to change after the 
project is placed in operation. 


Adopted: January 31,1952. Issued: February 4, 1952. 


Order dismissing incomplete application for license (major), application for 
withdrawal, and declaration of intention under section 23 (b) of the Federal 
Power Act, and issuing license (major) 


Consolidated Water Power Co. 
Projects Nos. 1506, 1953, Docket No. DI-164—-Wisconsin 


Application was filed July 26, 1946, and supplemented on December 13, 1948, 
September 12, 1949, and December 21, 1950, respectively, by Consolidated Water 
Power Co., of Wisconsin Rapids, Wis., for license under the Federal Power Act 
(hereinafter referred to as the act) for constructed major project No. 1953, 
known as the DuBay project, located on the Wisconsin River, in Portage, 
Marathon, and Wood Counties, Wis., and affecting unsurveyed public lands of 
the United States. 

The project consists of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the applicant or by the United States; 
the general location of such project area being shown and described by a cer- 
tain exhibit which formed part of the application for license, and which is 
designated and described as follows: 

Erhibit J: (F. P. C. No. 1953-1) A general map in one sheet, showing the 
general location of the project, signed Consolidated Water Power Co. by R. R. 
Cole, treasurer, on December 7, 1948. 

(b) Principal structures consisting of a gravity type concrete dam about 730 
feet long comprising 2 nonoverflow sections; a spillway section with 11 tainter 
gates and an intake section; an earth dike about 7,900 feet long on the right 
abutment; a short earth dike on the left abutment; a reservoir with an area 
of about 6,400 acres; a powerhouse built integral with the intake section of 
the dam containing three turbines rated at 3,000 horsepower and one turbine 
at 1,680 horsepower connected to three generators of 2,000 kilowatts capacity 
and one of 1,200 kilowatts, respectively ; a substation; a 44,000-volt transmission 
line about 21 miles long from the DuBay plant to Biron, Wis.; and appurtenant 
electrical facilities; the location, nature, and character of which are more spe- 




























































































































































































770 FEDERAL POWER COMMISSION 





cifically shown by the exhibit hereinbefore cited and by certain other exhibits 
which also formed part of the application for license and which are designated 
and described as follows: 

Exhibit L.—Drawings in four sheets, signed Consolidated Water Power Co. by 
R. R. Cole, treasurer, on December 7, 1948, comprising: 

Sheet 1 (F. P. C. No. 1953-4) showing one-line diagram of substation layout 
at the DuBay plant; Sheet 2 (F. P. C. No. 1953-5) showing plan and sections 
of DuBay powerhouse; Sheet 3 (F. P. C. No. 1953-6) showing plan and sections 
of DuBay dam and powerhouse; and Sheet 4 (F. P. C. No. 1953-8) showing plan 
and section of earth dikes and concrete bulkhead. 

Exhibit M.—A statement in one sheet entitled “General Descriptions and Speci- 
fications of Equipment, DuBay Station” signed Consolidated Water Power Co. 
by W. F. Thiele, vice president, on December 15, 1950. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and to be located on the project 
area, including such portable property as may be used or useful in connection 
with the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the main- 
tenance and operation of the project. 

The project was constructed pursuant to a permit issued by the Public Service 
Commission of Wisconsin dated November 4, 1941. Actually, construction had 
commenced June 30, 1941, and the first unit placed in operation in September 
1942, with the project being completed about January 1, 1943. 

On August 10, 1938, the applicant herein filed an incomplete application for 
license for proposed project No. 1506 covering substantially the same project 
works as are included in its application for license for proposed project No. 1953, 
and on November 10, 1939, the applicant applied for permission to withdraw the 
1938 application. Later, on August 18, 1941, the applicant filed a declaration of 
intention (DI-164—Wisconsin) to construct what appeared to be substantially 
the same project works contemplated for project No. 1506. 

No formal Commission action was taken on the August 10, 1938, application 
for license, on the November 10, 1939, application for withdrawal, and on the 
declaration of intention because of proceedings in which the Commission was 
then engaged involving a declaration of intention (DI-134—Wisconsin) filed 
by the Wisconsin Public Service Corp. to construct a dam and powerplant, known 
as the Tomahawk project, on the same river, namely, the Wisconsin River, the 
navigable status of which was in issue. Upon the evidence in that proceeding 
the Commission found that the entire Wisconsin River is a navigable waterway 
of the United States. Wisconsin Public Service Corp. v. Federal Power Com- 
mission, 147 Fed. 743, cert. denied, 325 U. S. 860. 

The Chief of Engineers, Department of the Army, an Assistant Secretary of 
the Army, and the Conservation Department of the State of Wisconsin, have 
reported favorably on the application as hereinafter provided. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) After dismissal of the applicant’s above-mentioned incomplete application 
for license for proposed project No. 1506, as hereinafter ordered, no conflicting 
application is before the Commission. Public notice has been given as required 
by the act. 
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(3) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any withdrawal of public lands. 

(5) Under present circumstances and conditions and upon the terms herein- 
after imposed, the project is best adapted to a comprehensive plan for the 
improvement and utilization of water-power development, and for other beneficial 
public purposes, including recreational purposes. 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 10,680 horsepower, and the total energy generated thereby would be distributed 
through the applicant’s existing system for public utility purposes. 

(7) The applicant has filed satisfactory evidence of its financial ability to 
construct and operate the proposed project. 

(8) The aforementioned 4.16/44kilovolt 7,500-kilovolt-amperes step-up sub- 
station at the DuBay hydroelectric plant, and the 21-mile, 44-kilovolt DuBay-Biron 
transmission line are primary transmission facilities, and should be included 
under the license as parts of the project. 

(9) The amount of annual charges to be paid under the license for reimbursing 
the United States for the costs of administration of part I of the act, and for 
recompensing it for the use, occupancy and enjoyment of its lands is reasonable 
as hereinafter fixed and specified. 

(10) In accordance with section 10 (d) of the act, the rate of return upon the 


net investment in the project, and the proportion of surplus earnings to be paid 


into and held in amortization reserves, are reasonable as hereinafter specified. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be included as 
part of the license for the project. 

The Commission orders: 

(A) The aforementioned incomplete application for license for proposed proj- 
ect No. 1506 filed August 10, 1938, the aforementioned application for permission 
to withdraw, filed November 10, 1939, and the aforementioned declaration of 
intention (DI-—164—Wisconsin) filed August 18, 1941 are hereby respectively 
dismissed. 

(B) This license is issued to the Consolidated Water Power Co. under section 
4 (e) of the act for a period of fifty (50) years effective as of July 1, 1941, for 
the operation and maintenance of project No. 1953, known as the DuBay project 
on the Wisconsin River, in Portage, Marathon, and Wood Counties, Wis., subject 
to the terms and conditions of the act which are incorporated by reference as a 
part of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the act. 

(C) This license shall also be subject to the terms and conditions set forth in 
form L—5 entitled “Terms and Conditions of License for Constructed Major Proj- 
ect Affecting Navigable Waters and Lands of the United States,” which terms and 
conditions, described as articles 1 through 26, are attached hereto and made a 
part hereof, except for articles 6, 8, 11, and 18 thereof, and subject to the follow- 
ing special conditions set forth herein as additional articles: 

Article 27. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structures 
and operation in the interest of fish and wildlife resources as may be hereafter 
prescribed by the Commission upon the recommendation of the Secretary of the 
Interior, 
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Article 28. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (10,680 horsepower), plus 24% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $16. 

Article 29. The licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations supplemental exhibits F, K, and M for the pro- 
posed transmission line and exhibit K for the project lands within one year 
from the date of issuance of the license. 

Article 30. The licensee shall commence construction of the rock parapet wall 
extending to elevation 1,125 feet on the top of the earth fill section of the dam 
on or before July 1, 1952; shall thereafter in good faith and with due diligence 
prosecute such construction, and shall complete the work on or before December 31, 
1953. 

(D) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the Act. 

(F) This license shall be accepted and returned to the Commission within 60 
days from date of issuance of this order. 


Adopted: January 31, 1952. Issued: February 4, 1952. 


Order issuing new license (minor) 
Murray W. Haws 
Project No. 1710 


Application was filed November 30, 1950, by Murray W. Haws of Pasadena, 
Calif., for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 1710 located in N4sSW\ (unsurveyed) 
Sec. 6, T. 6 S., R. 30 E., Mount Diablo meridian, on Rock Creek, a tributary of 
Owens River, in Inyo County, Calif., and affecting lands of the United States 
within the Inyo National Forest. 

The project, license No. 1 for which, issued to applicant, expired on January 10, 
1951, consists of: 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise detined ; 

(b) Project structures, comprising a rock and earth diversion dam about 3 
feet high across a stream about 6 feet wide ; a 6-inch steel pipe about 20 feet long; 
a covered 5-inch reaction water wheel driving a one-fourth-kilowatt generator; 
and an underground transmission line about 242 feet long. The static head is 
estimated at about 6 feet. 

(c) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights and interests the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 
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The said lands and project works are more specifically shown and described 
by a certain map, exhibit F, which by reference formed a part of the application 
for license and which is redesignated as exhibit K and is described as follows: 

Erhibit K: (F. P. C. No. 1710-1), entitled “Minor Power Project of Murray W. 
Haws” and signed on March 26, 1940 by Murray W. Haws. 

The Chief, Forest Service, acting for the Secretary of Agriculture, an Assistant 
Secretary of the Interior, and the State of California, Division of Fish and 
Game, have reported favorably on the application for renewal of license. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a license for the project. 

(2) No conflicting application is before the Commission. 

(3) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Inyo National 
Forest was created or acquired. 

(4) The project does not affect any government dam nor will the issuance of a 
new license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself. 

(5) The installed capacity is about 0.4 horsepower, and the energy generated 
is used to furnish lights for a summer cabin. 

(6) The exhibit hereinbefore described as K conforms substantially with the 
Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f) ; 11; 12; 14, except insofar as the power of condemnation is re- 
served ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued, without charge, to Murray W. Haws under sections 
{ (e) and 15 of the act for a period of 10 years, effective as of January 11, 1951, 
for the operation and maintenance upon lands of the United States of constructed 
minor project No. 1710, subject to the terms and conditions of the act which is 
hereby incorporated by reference as part of this license (except that the terms 
and conditions of part I of the act referred to in finding (7) above are hereby 
waived to the extent therein specified), and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7 entitled “Terms and Conditions of License for Minor Project Affecting Lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof. 

(C) Exhibit K (F. P. C. No. 1710-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This license shall be accepted and returned to the Commission within 60 
days from date of issuance of this order. 


Adopted: January 31, 1952. Issued: February 4, 1925. 
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Order issuing license (major) 
Niagara Mohawk Power Corp. 


Project No. 2084 





Application was filed May 21, 1951 by Niagara Mohawk Power Corp., of Syra- 
cuse, N. Y., for license under the Federal Power Act (hereinafter referred to as 
the act) for proposed project No. 2084, known as the Raquette River project, 
to be located on the Raquette River, in St. Lawrence County, N. Y. 

In the matter of docket No. DI-179, the Commission, in its opinion in that 
proceeding, issued November 22, 1949, found that the Raquette River, from its 
confluence with the St. Lawrence River to at least Piercefield at about mile 91, 
is a navigable water of the United States. 

The proposed project would consist of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined, and/or interests in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or in- 
terests therein are owned or held by the applicant or by the United States, such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Ecvhibit J: Sheet No. 1 (F. P. C. No. 2084-1) entitled “General location map”, 
signed Niagara Mohawk Power Corp. by E. S. Bundy, vice president and chief 
engineer, on May 14, 1951; 

Lerhibit K: Sheets Nos. 1 through 10 (F. P. C. Nos. 2084-2 through -11) maps 
showing project area and project boundary entitled “Detail map,” signed Niagara 
Mohawk Power Corporation by E. S. Bundy, vice president and chief engineer, 
on May 14, 1951. 

(b) All project works consisting principally of: 








































Stark Development.—A dam about 35 feet high with a concrete overflow section 
and a control gate section flanked by earth dikes; six earth saddle dikes; a 
reservoir about 1.5 miles long with normal pool elevation of 1,355 feet (U.S. G. S. 
datum) and backing water up to the Carry Falls dam of project No. 2060; an 
intake; a tunnel about 2,100 feet long; surge tank; a penstock; a powerhouse 
containing a 20,500-kilowatt generating unit ; and a substation. 

Blake Falls Development.—A concrete gravity dam about 75 feet high with 
overflow spillway section; an earth dike across Dead Creek; a reservoir about 
5.5 miles long with normal pool elevation of 1,250 feet (U. S. G. S. datum) and 
backing water up to the Stark powerhouse; an intake; a short penstock; a 
powerhouse containing a 15,300-kilowatt generating unit; and a substation. 

Rainbow Falls Development.—A concrete gravity dam about 75 feet high with 
overflow section and flanked by an earth dike about 1,600 feet long; an earth 
saddle dike; a reservoir about 3.5 miles long with normal pool elevation of 
1,174 feet (U. S. G. S. datum) and backing up water to the Blake Falls power- 
house; an intake; a penstock ; a powerhouse containing a 20,250-kilowatt gener- 
ating unit; and a substation. 

Five Falls Development.—A concrete gravity dam about 50 feet high with 
overflow section and flanked at each end by an earth dike; a pond about 1 mile 
long with normal pool elevation of 1,077 feet (U. S. G. S. datum) and backing 
up water to the Rainbow Falls powerhouse; an intake; a pipeline about 1,200 
feet long; a surge tank; a powerhouse containing a 20,250-kilowatt generating 
unit; and a substation. 

South Colton Development.—A concrete gravity overflow dam about 45 feet 
high with earth abutments and concrete intake; a reservoir about 1.5 miles long 
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with normal pool elevation of 973 feet (U. S. G. S. datum) and backing up 
water to the tailrace of Five Falls powerhouse; a pipeline about 1,300 feet long; 
a surge tank; a penstock ; a powerhouse containing a 15,300-kilowatt generating 
unit; a substation; and a transmission line connecting the substations of the 
tive developments to the licensee’s power system at Colton. 


the location, nature, and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license and which are 
designated and described as follows: 

Exhibit L: Drawings in eight sheets, signed Niagara Mohawk Power Corpora- 
tion by E. S. Bundy, vice president and chief engineer, on May 14, 1951, 
comprising : 

Sheet No. 1 (F. P. C. No. 2084-12), entitled “General plan & profile”; Sheet 
No. 2 (F. P. C. No. 2084-13), entitled “Stark development general plan” ; Sheet No. 
3 (F. P. C. No. 2084-14), entitled “Stark development detail plan & sections of 
dam & intake”; Sheet No. 8 (F. P. C. No. 2084-19), entitled “Five Falls develop- 
ment general plan”; Sheet No. 9 (F. P. C. No. 2084-20), entitled “Five Falls 
development detail plan & sections of dam & intake”; Sheet No. 10 (F. P. C. No. 
2084-21), entitled “South Colton development general plan”; Sheet No. 11 
(F. P. C. No. 2084-22), entitled “South Colton development detail plan & sections 
of dam & intake”; Sheet No. 12 (F. P. C. No. 2084-23), entitled “Typical plan & 
sections powerhouse, pipeline & surge tank.” 

Exhibit M: Four typewritten sheets of general descriptions and general speci- 
fications of mechanical, electrical and transmission equipment and their appur- 
tenances, signed, Niagara Mohawk Power Corp., by E. S. Bundy, vice president 
and chief engineer, on May 14, 1951. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the construction, operation, and maintenance of the project and located in the 
project area, including such portable property as may be used or useful in con- 
nection with the project whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also all riparian and other rights, the use 
or possession of which is necessary or appropriate in the maintenance or opera- 
tion of the project. 

The Secretary of the Army, the Chief of Engineers, and the Assistant Secretary 
of the Interior have reported favorably on the application as hereinafter provided. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of New York and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(4) The proposed project does not affect any Government dam, nor will the 
issuance of a license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken by 
the United States. 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 128,000 horsepower, and the energy generated thereby will be used in the 
applicant’s existing distribution system for public-utility purposes. 

(6) Under present circumstances and conditions and upon the terms herein- 
after imposed, the proposed project is best adapted to a comprehensive plan for 
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the improvement and utilization of water-power development, and for other 
beneficial public purposes, including recreational purposes. 

(7) In accordance with section 10 (d) of the act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(8) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of part I 
of the act is reasonable as hereinafter fixed and specified. 

(9) The step-up substations at each of the developments described in para- 
graph (b) above and the high voltage lines between these substations and the 
existing substation at Colton are primary transmission facilities and should 
be included in the license for the project. 

(10) The exhibits designated and described in paragraph (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(11) The exhibit L sheets Nos. 4, 5, 6, and 7 (F. P. C. Nos. 2084-15, —16, -17, 
and —18), filed with the application for license, pertain to the Blake Falls and 
Rainbow Falls developments which require further study in order to assure that 
they are best adapted to the comprehensive scheme of development of the water- 
way involved. Accordingly, the applicant should submit for approval new exhibit 
L drawings for these developments prior to commencement of construction, as 
hereinafter provided. 

The Commission orders: 

(A) This license is issued to Niagara Mohawk Power Corp., of Syracuse, N. Y¥., 
for a period of 50 years, effective as of February 1, 1952, for the construction, 
operation and maintenance of project No. 2084, subject to the terms and conditions 
of the act which are incorporated by reference as part of this license, and sub- 
ject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) This license shall also be subject to the terms and conditions set forth 
in form L~—, entitled “Terms and conditions of license for unconstructed major 
project affecting navigable waters of the United States”, which terms and con- 
ditions described as articles 1 through 18, are attached hereto and made a part 
hereof and subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 19. The licensee shall commence construction of each development, 
shall thereafter in good faith and with due diligence prosecute such construction 
and shall complete it on or before the dates contained in the following schedule : 
Development Start Complete by 
Seuth Colton... . June 1, 1952____.._.____. March 31, 1954. 
ROR ERI ie iccnketites Sis alaidcaee March 1, 1953 December 31, 1954. 
Rainbow Falls___.____-_--_- January 1, 1954____.__. October 31, 1955. 
| ee October 1, 1954__-_____._. July 31, 1956. 
I ee August 1, 1955.......... May 31, 1957. 


Article 20. The licensee shall submit for approval by the Commission exhibit L 
drawings for the Blake Falls and Rainbow Falls developments, and no con- 


struction of such developments shall be commenced until the respective drawings 
are approved. 

Article 21. The licensee shall prior to flooding clear all lands in the bottoms 
and margins of all reservoirs up to their high water levels, and shall dispose of 
all temporary structures, unused timber, brush, refuse, or inflammable material 
resulting from the clearing of the lands or from the construction and main- 
tenance of the project works. In addition, all trees along the margins of the 
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reservoirs which may die from operation of the project shall be removed. The 
clearing of the lands and the disposal of the material shall be done with due 
diligence and to the satisfaction of the authorized representative of the Com- 
mission. 

Article 22. The licensee shall construct, maintain, and operate such protective 
devices in the interests of the trout fisheries of those tributaries within the 
reservoir sites, as may be prescribed by the Commission upon the recommenda- 
tion of the Secretary of the Interior and the New York State Conservation 
Department. 

Article 23. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, one cent per horsepower on the authorized in- 
stalled capacity (128,000 horsepower) plus 2% cents per 1,000 kilowatt-hours 
of gross energy generated by the project during the calendar year for which 
the charge is made. 

Article 24. For the purpose of article 6 of the license, the licensee shall install 
and thereafter maintain staff gages on the forebay pond of each development and 
a recording stream gaging station with appurtenances at South Colton below 
the lowest downstream development of the project. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This license shall be signed for the licensee and returned to the Com- 
mission within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 


Commissioner Smith concurring in the result. 


Adopted: January 31,1952. Issued: February 5, 1952. 


Determination under section 24 of the Federal Power Act 


Lands withdrawn in Power Site Reserve No. 83, Water Power 
Designation No. 4, and Proposed Project No. 837 


Docket No. DA-108—Arizona—A. A. Alston 


An application was filed by A. A. Alston, of Morenci, Ariz., for restoration 
to mineral entry, requiring a determination under section 24 of the Federal 
Power Act with respect to the following-described lands only: Gila and Salt 
River meridian, Arizona: T. 5 S., R. 29 E., sec. 26, NEY, NYNWY, SEYNWY, 
SW, SW4SE\. 

The lands are located near the Gila River and are withdrawn in power site 
reserve No. 83, dated December 9, 1909, and in water power designation No. 4, 
dated February 1, 1917. The lands, other than those in the N44NW4, are 
also within the flowage area of the reservoir proposed in water-power project No. 
837, having been reserved, among other lands, on September 2, 1927, pursuant 
to the filing of an application for preliminary permit for the proposed project, 
which application was denied April 26, 1933. 

The lands are wholly or partially within the proposed Elliott reservoir 
suggested by the Bureau of Reclamation which would be created by construction 
of a dam about one-fourth mile below the junction of Gila and San Francisco 
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Rivers. No plans are known for construction of the reservoir which would be 
used primarily to store water for the irrigation of lands around Safford, Ariz. 
No plans are known to use the lands for power development and their use in 
the meantime for other purposes will not materially injure their power value. 
Interested Federal officials have reported on the application and State officials 
have interposed no objection to the application. 

The application also seeks restoration to mineral entry of the lands in the 
SWYNW4, the N%SEM, and the SE4SE\% of sec. 26, T. 5 8., R. 29 E., Gila 
and Salt River meridian, Arizona. Pursuant to applications for restoration to 
entry, the Commission on December 12, 1950, determined that the value of the 
land in the SWY4ANW¥ (docket No. DA-96—Arizona) and of the lands in the 
N%SE\ and the SEY4SE% (docket No. DA-97-Arizona), among other lands, 
would not be injured or destroyed for purposes of power development by loca- 
tion, entry, or selection under the public land laws, subject to the provisions of 
section 24 of the Federal Power Act, as amended. 

The Commission finds: 

A determination under section 24 of the Federal Power Act with respect to 
the lands in the SWY4NW, the N%SE\% and the SEYSE% of sec. 26, T. 5 
S., R. 29 E., Gila and Salt River meridian, Arizona, is neither necessary nor 
appropriate. 

The Commission orders: 

The aforesaid application insofar as it concerns the lands described in the 
above finding is dismissed. 

The Commission determines: 

The value of the lands in the NE, the NYNW 4, the SEYNWY, the SW, 
and the SW14SE% of sec. 26, T. 5 S., R. 29 E., Gila and Salt River meridian, 
Arizona, will not be injured or destroyed for purposes of power development 
by location, entry, or selection under the public lands laws, subject to the pro- 
visions of section 24 of the Federal Power Act, as amended. 

The above-described lands remain in a withdrawn status until the Bureau of 
Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the lands is acquired by the filing of the applica- 
tion for restoration or by this action taken by the Commission with respect to the 
lands. 


Adopted: January 31, 1952. Issued: February 4, 1952. 










Determination under section 24 of the Federal Power Act 
Land Withdrawn in Water Power Designation No. 17 
Docket No. DA-404—Oregon—L. A. Ryan, Jr. 


The Bureau of Land Management, United States Department of the Interior, 
has requested a determination under section 24 of the Federal Power Act with 
respect to the following-described land embraced, among other lands, in the land 
exchange application (Roseburg 023194), as amended, filed by L. A. Ryan, Jr., 
of Coquille, Oreg.: Willamette meridian, Oregon: T. 27 S., R. 11 W., sec. 5, 
SWYNEYSW. 

The land is situated approximately one-fourth mile from the left bank of the 


North Fork Coquille River and is withdrawn in water power designation No. 17, 
dated January 12, 1921. 
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The land lies within the flowage area of the proposed Fairview Reservoir, 
which would submerge an area of 12,700 acres embracing highly developed farm 
lands, substantial improvements, and roads. Such development, if undertaken, 
will probably be far in the future. 

Pending possible future power development, use of the land for other purposes 
will not affect materially its value for flowage purposes. 

Interested Federal officials have reported favorably on the application and on 
the restoration to entry, subject to the provisions of section 24 of the Federal 
Power Act, of the land in the SE4%NEWYSWY, of sec. 5, T. 27 S., R. 11 W., 
Willamette meridian, Oregon, which land has like power value and is also with- 
drawn in water power designation No. 17, dated January 12, 1921. 

State officials have interposed no objection to the application. 

The Commission determines: 

The value of the land in the S4NEYSW of sec. 5, T. 27 S., R. 11 W., 
Willamette meridian, Oregon, will not be injured or destroyed for purposes of 
power development by location, entry, or selection under the public land laws, 
subject to the provisions of section 24 of the Federal Power Act, as amended, and 
subject to the stipulation that if the land is required for power purposes, any 
structures or improvements located thereon which may be found to interfere with 
such development will be removed or relocated without expense to the United 
States, its licensees or permittees. 

The above-described land remains in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the land is acquired by the filing of the application 
for restoration or by this action taken by the Commission with respect to the 
land. 


Adopted: January 31,1952. Issued: February 4, 1952. 


Order permitting substitution of proposed tariff for suspended sheets and 
suspending proposed new sheets 


United Fuel Gas Co. 
Docket No. G—1781 


The Commission, pursuant to the authority contained in section 4 of the Nat- 
ural Gas Act, by order issued September 4, 1951, suspended and deferred the use 
of United Fuel Gas Co.’s (United Fuel) proposed F. P. C. gas tariff, second re- 
vised volume No. 1, until February 6, 1952, and until such further time as such 
tariff might be made effective in the manner prescribed by the Natural Gas Act, 
and ordered that a hearing concerning the lawfulness of United Fuel’s F. P. C 
gas tariff, second revised volume No. 1 be held upon a date to be fixed by further 
order of the Commission. 

On January 28, 1952, as amended by telegram dated January 31, 1952, United 
Fuel filed with this Commission proposed first revised sheet Nos. 12 and 13 to its 
F. P. C. gas tariff, second revised volume No. 1, and requested permission, pur- 
suant to section 154.66 of the Commission’s regulations under the Natural Gas 
Act (18 CFR 154.66), that such filing of January 28, 1952, replace and supersede 
original sheet Nos. 1 and 13 of its F. P. C. gas tariff, second revised volume No. 1, 
which was suspended by Commission ordered issued September 4, 1951. 

The filing of January 28, 1952, reduces the increase in the charge for natural- 
gas service, as applied for in said suspended United Fuel F. P. C. gas tariff, second 
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revised volume No. 1, from approximately $8,700,000 to $6,500,000, or by approxi- 
mately $2,200,000, based upon sales made during the year 1951.7 

United Fuel’s suspended rate increase application averred that the rate in- 
crease therein applied for was necessitated principally by the impact upon its 
purchased gas costs, of the rate increase application filed with the Commission 
by its supplier, Tennessee Gas Transmission Co. (Tennessee). By order issued 
January 21, 1952, In the Matter of Tennessee Gas Transmission Company, Docket 
No. G-1764, 11 F. P. C. 737, the Commission accepted for filing Tennessee’s 
F. P. C. gas tariff as filed January 11, 1952, making effective rates to be charged 
by Tennessee for natural-gas service lower than those originally applied for by 
Tennessee in its rate increase application. As a result, United Fuel now seeks, 
by means of said first revised sheet Nos. 12 and 13, to reduce its suspended rate 
increase application to reflect the changes in its purchased gas costs which it 
claims result from said order of January 21, 1952, in docket No. G-1764. 

The Commission finds: 

(1) Special permission should be granted for the filing of said proposed first 
revised sheet Nos. 12 and 13 to United Fuel’s F. P. C. gas tariff, second revised 
volume No. 1, as requested. 

(2) It is necessary and proper in the public interest and to aid in carrying out 
the provisions of the Natural Gas Act, that the hearing heretofore ordered by the 
Commission with respect to the lawfulness of United Fuel's F. P. C. gas tariff, 
second revised volume No. 1, shall concern the lawfulness of said tariff as amended 
by said first revised sheet Nos. 12 and 13, and that first revised sheet Nos. 12 and 
13, and the rate schedules contained therein, should be suspended as hereinafter 
provided and the use thereof be deferred pending hearing and decision thereon. 

The Commission orders: 

(A) United Fuel be and it hereby is permitted to file first revised sheet Nos. 
12 and 13 toits F. V. C. gas tariff, second revised volume No. 1, to replace original 
sheet Nos. 12 and 13 contained in United Fuel’s F. P. C. gas tariff, second revised 
volume No. 1, which tariff was suspended by order of the commission issued 
September 4, 1951. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
the public hearing heretofore ordered to be held upon a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges, and 
classifications, subject to the jurisdiction of the Commission, contained in the 
aforesaid United Fuel’s F. P. C. gas tariff, second revised volume No. 1 and 
suspended by order of the Commission issued September 4, 1951, shall concern 
the lawfulness of said tariff as amended by said first revised sheet Nos. 12 and 13. 

(C) Pending such hearing and decision thereon, said first revised sheet Nos. 
12 and 13, as filed on January 28, 1952, to United Fuel’s F. P. C. gas tariff, second 
revised volume No. 1, subject to the jurisdiction of the commission, be and they 
are hereby suspended and the use thereof deferred until February 6, 1952, and 
until such further time thereafter as said United Fuel’s F. P. C. gas tariff, 
second revised volume No. 1, as amended by said first revised sheet Nos. 12 and 13, 
might be made effective in the manner prescribed by the Natural Gas Act. 
Adopted: February 5,1952. Issued: February 5, 1952. 


1The rate increase application under suspension proposed an annual increase in charges 
of $7,752,542, based on sales made during the twelve-month period ending June 30, 1951, 


and $9,718,749, based upon the estimated sales during the 12-month period ending June 30, 
1952. 
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Findings and order issuing a certificate of public convenience and necessity 
Texas Eastern Transmission Corp. and Transcontinental Gas Pipe Line Corp. 
Docket No. G-1792 


On September 14, 1951, Texas Eastern Transmission Corp. (Texas Eastern) 
and Transcontinental Gas Pipe Line Corp. (Transcontinental) filed a joint 
application for a certificate of public convenience and necessity, pursuant to sec- 
tion 7 of the Natural Gas Act, authorizing an exchange of natural gas at Beau- 
mont, Tex., and in the Northern Pennsylvania-New Jersey area, between Texas 
Eastern and Transcontinental during periods of emergency on the system of 
either, and authorizing Texas Eastern to construct and operate interconnecting 
and metering equipment at a point where the main natural-gas transmission 
pipelines of Transcontinental and Texas Eastern cross in the vicinity of Beau- 
mont, Tex. The applicants entered into an exchange agreement, dated August 14, 
1951, which sets forth the manner in which the proposed exchanges are to be 
made. 

Texas Eastern proposes to install an 8-inch meter setting and interconnecting 
facilities at a point near milepost No. 25 on the Texas Eastern transmission 
pipeline in the H. T. & B. R. R. Co. survey 7 in the vicinity of Beaumont, Newton 
County, Tex., where the 30-inch main transmission pipeline of Transcontinental 
and the 20-inch main transmission pipeline of Texas Eastern intersect. The 
estimated cost of constructing said facilities is $6,500. 

In addition to the exchange of natural gas at the proposed Beaumont, Tex., 
interconnection, Texas Eastern and Transcontinental seek authority to make 
emergency deliveries of natural gas to certain customers, namely, the Phila- 
delphia Electric Co., the Philadelphia Gas Works Co., and the Public Service 
Electric & Gas Co. of New Jersey, which customers presently receive natural gas 
from both applicants. In times of emergency on either applicant’s natural-gas 
system affecting deliveries of natural gas to any or all of the above-named cus- 
tomers, the other applicant proposes to deliver natural gas to said customer or 
customers for the account of the applicant experiencing the emergency, providing 
such delivery will not impair service to its own customers. 

Texas Eastern and Transcontinental are presently authorized to make de- 
liveries of natural gas to the above-named customers in the following indicated 


amounts. 
M. c. f. 
Texas Eastern: per day 
Public Service Electric & Gas Co ; Sales lk cae eae ae 4,500 
Philadelphia Hiectric Co........................- sil aan - _. 20, 000 
Philadelphia Gas Works Co__-~-----___-~--~- = sient aaa 
Transcontinental : 
Public Service Electric & Gas Co___--- ‘ peat ee 
Philadelphia Electric Co_.---.-.~---~~- ‘ ee 
Philadelphia Gas Works Co _.---~~--~.~---- sila ee aa .._. 25,000 


Pursuant to due notice a public hearing was held in Washington, D. C., on 
January 23, 1952, respecting the matters involved and the issues presented by 
said application. No protest to said application has been received. 

During the hearing on this proceeding, counsel for Texas Eastern moved, 
pursuant to section 1.30 (c) of the Commission’s rules of practice and procedure, 
that the intermediate decision procedure, presentation of oral argument, and 


304039—57 


52 





782 FEDERAL POWER COMMISSION 


filing of briefs be waived. All counsel participating in the proceeding concurred 
in the motion as stated. 

The Commission finds: 

(1) All parties participating in this proceeding having concurred in the 
motion made by counsel for Texas Eastern to omit the intermediate decision 
procedure, and the provisions of section 1.30 (d) (5) of the Commission’s rules 
of practice and procedure having been satisfied, good cause exists for the Com- 
mission to forthwith render its final decision. 

(2) Texas Eastern and Transcontinental, Delaware corporations having their 
principal places of business at Shreveport, La., and Houston, Tex., respectively, 
are engaged in the transportation and sale of natural gas for resale in interstate 
commerce, subject to the jurisdiction of the Commission, and each is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission In the Matter of Teras Eastern Transmission Corporation, 
Docket No. G-1089, and In the Matter of Transcontinental Gas Pipe Line Cor- 
poration, Docket No. G-1277. 

(3) The proposed exchange of natural gas constitutes transportation and sale 
for resale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and such exchange by Texas Eastern and Transcontinental is 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(4) The facilities to be constructed hereinbefore described are proposed to be 
used in the transportation or sale of natural gas for resale in interstate com- 
merce, subject to the jurisdiction of the Commission, as integral parts of 
Texas Eastern’s existing pipeline system, and the construction and operation 
thereof by Texas Eastern are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(5) Texas Eastern and Transcontinental are each able and willing properly 
to do the acts and perform the service proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules, and regulations of the 
Commission thereunder. 

(6) The proposed construction and operation of the facilities by Texas Eastern 
and the proposed exchange of natural gas by Texas Eastern and Transcontinental 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate the facilities 
hereinbefore described, all as more fully described in the application herein- 
before mentioned, and authorizing Texas Eastern and Transcontinental to make 
the exchange of natural gas for which certificate authorization is sought herein: 
Provided, however, That the total quantity of natural gas that may be delivered 
by both applicants under the exchange agreement, dated August 14, 1951, to any 
of the above-named customers on any one day, shall not exceed the total daily 
quantity of natural gas that both applicants have been authorized by the Com- 
mission to deliver to any such customer, unless otherwise ordered by the Com- 
mission: And provided further, That when an emergency delivery of natural gas 
is made under the exchange agreement by one applicant to any of the above- 
named customers for the account of the other applicant, as soon as it is feasible 
following any such emergency delivery, the applicant which receives such 
delivery will tender a like quantity of natural gas to the other at or through the 
same point of interconnection, or to the same customer who received the emer- 
gency delivery, unless otherwise ordered by the Commission. 
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(B) The certificate of public convenience and necessity herein issued author- 
izes the construction and operation of natural-gas facilities to be used for the 
exchange of natural gas, and the exchange of natural gas by and between Texas 
Eastern and Transcontinental, but neither of them shall exchange or deliver 
natural gas to the other if such exchange or delivery would, directly or indirectly, 
impair natural-gas service to its existing firm or interruptible customers. 

(C) Texas Eastern shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described. 

(D) The certificate herein issued to Texas Eastern and Transcontinental is 
not transferable, and shall be effective only so long as said holders thereof 
continue the operations herein authorized in accordance with the provisions of 
the Natural Gas Act, and any pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission. 


Adopted: February 5, 1952. Issued: February 5, 1952. 


Findings and order issuing a certificate of public convenience and necessity 


El Paso Natural Gas Co. 
Docket No. G—1841 


On November 20, 1951, El Paso Natural Gas Co. (applicant) filed with the 
Commission an application as supplemented on December 17, 1951, for a cer- 
tificate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act authorizing the construction and operation of a meter station on appli- 
eant’s California main line in Maricopa County, Ariz., for the purpose of de- 
livering natural gas to Central Arizona Light and Power Co., for resale in the 
Matori and Hilvert Agricultural Development, Maricopa County, Ariz. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

Natural gas service is not presently available to the Matori and Hilvert de- 
velopment. Through the proposed facility, applicant will sell and deliver ap- 
proximately 245,280 M. c. f. of natural gas in the third year of operation with a 
daily maximum of 675 M. ec. f. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
at El Paso, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipe-line system located in the States of Texas, New Mexico, and Ari- 
zona, and by such operations applicant is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of January 11, 1944, in docket No. G—288, 4 F. P. C. 486. 

(2) The facility hereinbefore described is proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipe-line 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 
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(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) [18 
CFR 1.32 (b)] of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facility by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facility herein- 
before described, and as more fully described in the application as supplemented 
in this proceeding and the exhibits appended thereto, for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of construction of the facility hereinbefore described, to- 
cether with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under applicant’s presently effective rate schedules, as proposed. 


Adopted: February 5, 1952. Issued: February 6, 1952. 









Order authorizing merger or consolidation of facilities 
Carolina Power & Light Co. and Tide Water Power Co. 


Docket No. E-6401 




























































































On December 21, 1951, Carolina Power & Light Co. (Carolina Power), 
having its principal business office at Raleigh, N. C., and Tide Water Power Co. 
(Tide Water), having its principal business office at Wilmington, N. C., both 
organized under the laws of North Carolina, filed a joint application, and 
amendments thereto on January 16, 1952, and on February 4, 1952, for an order 
pursuant to section 203 of the Federal Power Act authorizing applicants to 
merge or consolidate their facilities with the result that Carolina Power will be 
the surviving corporation. 

On the effective date of merger, Tide Water will cease to exist as a corporate 
entity, and Carolina Power will succeed to all of Tide Water’s franchise, permits, 
corporate assets and tangible and intangible property and will become liable for 
its debts and obligations. All of the operating facilities of Tide Water are to be 
acquired by Carolina Power and are to be merged with its present operating 
facilities. 

Carolina Power normally supplies all of the electric energy requirements of 
Tide Water. Applicants state that the proposed merger will permit a more 
completely integrated operation of the two systems, should result in operating 
economies, and should enable Carolina Power to render more adequate and 
efficient service to the present customers of both companies. 

Carolina Power and Tide Water are unaffiliated corporations and the applica- 
tion states that the agreement between them was reached on the basis of arms- 
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length bargaining. On February 4, 1952, the agreement was approved by the 
stockholders of the respective corporations. 

In effecting the merger, the common stock of Tide Water will be converted into 
common stock of Carolina Power at the rate of 1% shares of Carolina Power 
for each 4 shares of Tide Water, and the $1.35 cumulative preferred stock of 
Tide Water will be converted into $5 preferred stock of Carolina Power at the 
rate of one share of Carolina Power for each 4 shares of Tide Water with the 
option to the holders of the Tide Water preferred to receive cash equivalent to 
the redemption price on the preferred, namely $28.50 per share, plus accumulated 
dividends to the date when the merger becomes effective. 

No acquisition adjustment will result from the transaction; the facilities of 
Tide Water are now recorded on its books at original cost, and will be recorded 
at the same amount on the books of the merged corporation. 

Written notice of the aforesaid application has been duly given to the North 
Carolina Utilities Commission, to the South Carolina Public Service Commission 
and to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on January 5, 1952 (17 F. R. 176-177), stating 
that any person desiring to be heard or to make protest with reference to the 
application should file a petition or protest on or before January 18, 1952. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

The North Carolina Utilities Commission and the South Carolina Public 
Service Commission, by orders dated January 7, 1952, and December 19, 1951, 
respectively, have approved the proposed transaction. 

The Commission finds: 

(1) Carolina Power, a corporation, is a public utility within the meaning of 
section 203 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission, as heretofore described and set out in the Commission’s order dated 
May 3, 1949, In the Matter of Carolina Power & Light Company, Roanoke River 
Power Company, and Virginia Electric and Power Company, Docket No. E-6207, 
8 F. P. C. 829. 

(2) Tide Water owns and operates facilities for the transmission and sale at 
wholesale of electric energy which is generated outside the State of North Caro- 
lina and consumed in that State, all of which facilities are in addition to, and 
do not include, facilities used for the generation of electric energy or facilities 
used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter. Applicant is, therefore, a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act. 

(3) By the proposed transaction Carolina Power and Tide Water will each 
merge or consolidate their facilities subject to the jurisdiction of the Commission 
with the facilities of another person within the meaning and subject to the re- 
quirements of section 203 of the Federal Power Act. 

(4) The proposed merger or consolidation of facilities will be consistent with 
the public interest. 

The Commission orders: 

(A) The proposed transaction whereby the facilities of Carolina Power and 
Tide Water will be merged or consolidated be and the same hereby is authorized 
and approved upon the terms and conditions set forth in the application, subject 
to the provisions of this order. 

(B) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated on or before May 1, 1952. 

(C) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
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rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted. 


Adopted: February 5,1952. Issued: February 6, 1952. 





Order issuing license (major) 
Public Utility District No. 1 of Pend Oreille County, Wash. 
Project No. 2042 


Application was filed October 8, 1951, by Public Utility District No. 1 of Pend 
Oreille County, Newport, Wash., for license under the Federal Power Act (here- 
inafter referred to as the act) for proposed major project No. 2042, known as the 
Box Canyon project, to be located on the Pend Oreille River in Pend Oreille 
County, Wash., and Bonner County, Idaho, at a site about three miles north of 
the town of Ione, Pend Oreille County, Wash., and affecting public lands, lands 
of the United States within Kaniksu National Forest, and allotted lands within 
Calispel Indian Reservation. 

The Clark Fork River has its source in the Rocky Mountains near Butte, Mont. 
It follows a northwesterly course to St. Regis, Mont., and then flows eastward 26 
miles to the mouth of the Flathead River, its largest tributary, where it resumes 
its course northwestward to Pend Oreille Lake in Idaho. From Pend Oreille Lake 
to the Columbia River into which it flows, the stream is called the Pend Oreille 
River. This stretch flows westward from the lake to the Washington-Idaho 
line, thence northerly to the international boundary between the United States 
and the Dominion of Canada. Just north of the boundary, the Pend Oreille 
River resumes its westward course to its mouth on the Columbia River. 

In its December 15, 1936, order authorizing issuance of a license to Pend Oreille 
Mines & Metals Company for proposed project No. 1393 on the Pend Oreille 
River at Metaline Falls approximately 8 miles downstream from the proposed 
30x Canyon project, the Commission found, among other things, that the project 
is situated along and in a navigable water of the United States. 

In its December 15, 1936, order denying an application for license filed by Hugh 
L. Cooper, of New York City, for proposed project No. 44, known as the Z Can- 
yon project, situated on the Pend Oreille River (Clark Fork) 13 miles down- 
stream from the Box Canyon project, the Commission found, among other things, 
that the project is located on, across, along, and in, and will affect the navigable 
capacity of the Clark Fork of the Columbia River, a navigable water of the 
United States. The application was denied because the applicant failed to make 
the required showing of his financial ability to construct the project and of a 
market for the project power. 

The proposed project would consist of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; 
the location of such lands being tentatively shown and described by certain 


exhibits which formed part of the application for license and which are desig- 
nated and described as follows: 
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Yrhibit J—(F. P. C. 2042-11) a general map entitled “Box Canyon power 
project” 

Ecrhibit K.—Land maps in 9 sheets (F. P. C. No. 2042-12 through F. P. C. No. 
2042-20), entitled “Box Canyon project” 


-—all of the above-described exhibits having been signed on September 28, 1951: 
Public Utility District No. 1 by John M. Fountain, Commissioner, chairman; F. 
R. Jordan, Commissioner; and F. W. Schwab, Commissioner, secretary. 

(b) Principal structures consisting of: 

1. A dam, comprising a spillway gate structure with an over-all length of about 
260 feet and containing four split-leaf, vertical lift, fixed wheel gates each 40 
feet wide and 69 feet high ; 

2. A reservoir backing water upstream about 55 miles to the Albeni Falls 
project of the Corps of Engineers with pondage only, for load factoring purposes 
whenever the flow of river is below about 20,000 cubic feet per second ; 

3. A forebay open channel extending about 400 feet downstream along the left 
bank of the river, with a stop-log ice sluice at the lower end; 

4. A powerhouse to contain four vertical turbine-generator units each of 
24,500 horsepower at 41-foot net head, and 15,000 kilowatt rated capacity (total 
60,000 kilowatt at 0.9 P. F., and 98,000 horsepower) ; 

5. A switchyard containing the necessary switching and transforming equip- 
ment; and 

6. Miscellaneous structures and facilities. 


—the location, nature, and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other ex- 
hibits which formed part of the application for license and which are desig 
nated and described as follows: 

Eevhibit L.—Plans in six sheets, signed on September 28, 1951: Public Utility 
District No. 1, by John M. Fountain, Commissioner, chairman; F. R. Jordan, 
Commissioner ; and Attest: F. W. Schwab, Commissioner, secretary ; and entitled: 

Sheet 1: (F. P. C. No. 2042-2) “Box Canyon power project—General plan.” 

Sheet 4: (F. P. C. No. 2042-5) “Box Canyon power project—Typical sections 
water conductors.” 

Sheet 6: (F. P. C. No. 2042-7) “Box Canyon power project—Powerhouse—plan 
& sections—sheet 1.” 

Sheet 7: (F. P. C. No. 2042-8) “Box Canyon power project—powerhouse—plan & 
sections—sheet 2.” 

Sheet 8: (F. P. C. No. 2042-9) “Box Canyon power project—One line diagram.” 

Sheet 9: (F. P. C. No. 2042-10) “Box Canyon power project—switch yard— 
plan & section.” 

Exhibit M.—(in three sheets) entitled “General description and specifications 
of equipment,” signed Public Utility District No. 1 of Pend Oreille County by 
John M. Fountain, President; E. R. Jordan, Commissioner; and F. W. Schwab, 
Secretary ; and filed with the Commission on December 5, 1951. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the construction, operation, and maintenance of the project and located in the 
project area, including such portable property as may be used or useful in con- 
nection with the project whether located on or off the project area, if and to the 
extent that the inclusion of such property as part of the project is approved or 
acquiesced in by the Commission; also all riparian and other rights, the use or 
possession of which is necessary or appropriate in the maintenance or opinion 
of the project. 

The exhibit K maps referred to in paragraph (@) above are not complete 
in that the extent to which the project will encroach upon lands of the United 
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States is not presently determinable, and the acreage of land encroached upon 
by the project works in each subdivision is omitted from the maps. It will 
be necessary, therefore, for the applicant to resubmit completed exhibit K maps 
at a later date for Commission approval as hereinafter provided. 

The Commission issued a preliminary permit to the applicant herein for a 
period of six months, effective as of February 1, 1951, which permit, pursuant 
to application therefor, was extended to December 31, 1951, by Commission 
order dated October 2, 1951. 

The Acting Chief, Forest Service, acting for the Secretary of Agriculture, 
who has supervision over the Kaniksu National Forest, the Office of the Chief 
of Engineers, Department of the Army, and the Acting Secretary of the Interior, 
have reported on the application. 

Numerous informal protests against the application and requests for hearing 
thereon have been received from owners of farm land and others in the vicinity 
of the proposed project who allege that: 

(1) They have received no assurance from the applicant herein that they 
will be adequately compensated for any resulting damage; 

(2) There is no actual need for additional power in the area; 

(3) There is no satisfactory showing of any economic necessity for construc- 
tion of the project; and 

(4) Any benefits derived from the project would not offset resulting flood dam- 
age to privately owned property. 

In addition to the protests just referred to, a substantial number of in- 
dividuals as members of the Calispel Indian Tribe have protested informally 
against the application and requested a hearing thereon alleging probable 
damage to pasture and hay lands. 

Having given full consideration to these protests, it should be noted that: 

(1) The Federal Power Act requires, as hereinafter provided, that the li- 
censee shall conform with such rules and regulations as the Commission may 
prescribe for the protection of life, health, and property, and the licensee shall 
be liable for all damages occasioned to the property of others by the construc- 
tion, maintenance, or operation of the project—the determination and fixing of 
such damages being a matter for the local courts of competent jurisdiction to 
decide when satisfactory settlement cannot be negotiated. 

(2) The Pacific Northwest Region has been deficient in dependable capacity 
to supply the area loads from 1946 to 1951 and will continue to be deficient 
until 1956, even if all projects now under construction and proposed for con- 
struction are constructed and completed on time and probably the said region 
will not have an ample amount of dependable power supply until 1959 or later. 

(3) In letters dated January 3, 1951, and November 26, 1951, the Defense 
Klectric Power Administration urged the Commission to give early and favorable 
consideration to the Box Canyon project. 

(4) In the river channel immediately above the proposed Box Canyon dam 
and for possibly 24 miles upstream, the water level will be higher than under 
natural conditions for flows up to about 90,000 cubic feet per second due to the 
operation of the Box Canyon project, but with the same flows, water levels 
farther upstream will differ little from natural conditions. For flows above 
90,000 cubic feet per second, the operation of the project will have little if 
any effect on water levels. In general, damage to privately owned lands will 
be small but will have to be compensated for by the licensee where it does 
occur. On the other hand, the project will provide a substantial block of 
high load factor power in a relatively short time which is badly needed in the 
Pacific Northwest at low cost which is necessary for the large power-consuming 
defense industries. 
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(5) The proposed Box Canyon project is a run-of-river type project with 
limited pondage. The Pend Oreille River at the Box Canyon project site will 
be regulated by the Hungry Horse reservoir and Flathead Lake and reregulated 
in Pend Oreille Lake by the Albeni Falls project now under construction by 
the U. S. Corps of Engineers. The flow passing the Box Canyon project, there- 
fore, will be virtually equal to that released from the Albeni Falls reservoir. 

(6) The Commission’s staff has reviewed the report of the Harza Engi- 
neering Co. on the project which includes extensive backwater studies made in 
collaboration with the Corps of Engineers. Streamflow studies indicate that 
the mean annual flood at the project site is on the order of 90,000 cubic feet per 
second. The flood of June 1948, was measured by the Corps of Engineers and 
the United States Geological Survey and the peak discharge was determined 
to be 168,700 cubic feet per second at Albeni Falls and 171,300 cubic feet per 
second at “Z’’ Canyon. Operation of the Box Canyon project contemplates that 
all spillway gates will be opened when the stream has reached a flow of 90,000 
cubic feet per second and natural stream flow conditions will prevail for all 
flows in excess of this amount. The dam will consist of a deep-gated spillway 
in the main river channel, adequate in capacity to pass all expected flood flows 
without reservoir backwater effects. 

(7) The propesed plan of operation for the project contemplates that from 
about July to mid-September the tentative reservoir operating schedule will 
result in minimum flooding effects on existing productive wild hay lands and 
that during the ensuing non-growing winter and early spring months operation 
involving one foot of backwater effect at Albeni Falls will prevail for flows up 
to 90,000 cubic feet per second. Operation during the spring and summer flood 
period may be available but will be such as not to augment either local flooding 
within the diked areas or the natural hazards of overtapping any of the main 
dikes along the river. 

(8) The applicant proposes to install continuous recorder and station gages 
at important points in the stream between the Box Canyon dam and Albeni Falls 
project. In connection with the operation of the reservoir and its relation to 
flooding in the Calispel Valley, the applicant also proposes to install a continuous 
recorder gage near the mouth of Calispel Creek at Cusick. These readings will 
be telemetered to the operating rooms of the Box Canyon powerhouse on a con- 
tinuous basis. The operation of these gages should provide a reliable means of 
adhering closely to the proposed operating plan. 

(9) A public hearing was held August 28, 1951, in Cusick, Wash., by the appli- 
cant herein, Public Utility District No. 1 of Pend Oreille County, Wash., at which 
hearing the proposed operating plan for the proposed Box Canyon project and 
its effects on lands adjoining the river were discussed at length by interested 
persons. 

The Commission, having considered the entire record in this proceeding, in- 
cluding all informal protests and requests for hearing on the application, finds: 

(1) The Pend Oreille River, at the site of the applicant’s proposed project No. 
2042, is a navigable waterway of the United States, and, therefore, construction 
and operation of the applicant’s proposed project will affect the interests of 
interstate or foreign commerce. 

(2) The applicant is a municipal corporation organized under the laws of the 
State of Washington and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(3) No conflicting application is before the Commission. Public notice has 
been given. 
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(4) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(5) Except to the extent that under certain conditions there will be encroach- 
ment on the tailwater at the Albeni Falls Project, the proposed project does not 
affect any Government dam, nor will the issuance of a license therefor, as here- 
inafter provided, affect the development of any water resources for public pur- 
poses which should be undertaken by the United States itself. 

(6) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any withdrawal of public lands 
nor with the purposes for which the Kaniksu National Forest was created or 
acquired. 

(7) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(8) The installed horsepower capacity of the project hereinafter authorized 
is 98,000 horsepower, and, except for the period immediately after construction, 
the applicant proposes to use the power from the project in Pend Oreille County 
for domestic and industrial purposes. Immediately after construction, the power 
will be channeled into the defense program, either for aluminum industry or 
other defense needs, in accordance with the request of Defense Electric Power 
Administration. 

(9) The amount of annual charges to be paid under the license for the purposes 
of reimbursing the United States for the costs of administration of part I of the 
act, and for recompensing it for the use, occupancy, and enjoyment of its lands 
is reasonable as hereinafter fixed and specified. 

(10) In accordance with section 10 (d) of the act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Public Utility District No. 1 of Pend Oreille 
County, Newport, Wash., under section 4 (e) of the act, for a period of 50 years, 
effective as of February 1, 1952, for the construction, operation, and maintenance 
of project No. 2042 affecting navigable waters and lands of the United States, 
subject to the terms and conditions of the act which is incorporated by reference 
as a part of this license, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the act. 

(B) This license shall also be subject to the terms and conditions set forth 
in form L-6 entitled “Terms and conditions of license for unconstructed major 
projects affecting navigable waters and lands of the United States” which terms 
and conditions, described as articles 1 through 27, are attached hereto and 
made a part hereof, except for article 12, and subject to the following special 
conditions set forth herein as additional articles: 

Article 28. The licensee shall commence construction of the project within one 
year from the effective date of the license, shall thereafter in good faith and 
with due diligence prosecute such construction, and shall complete the project 
works within two years from beginning of construction. 

Article 29. The licensee shall, prior to beginning of operation of the Albeni 
Falls power plant, enter into an agreement with the Chief of Engineers, Depart- 
ment of the Army, or his designated representative, to compensate the United 
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States for encroachment on the Albeni Falls project resulting from the operation 
of the Box Canyon project. In the event no satisfactory agreement is concluded 
by such time, then the Commission shall fix and determine the compensation to 
be made by the licensee to the United States for such encroachment after notice 
and opportunity for a hearing. 

Article 30. The United States shall not be liable for claims for any damages 
resulting from releases from the Albeni Falls project into the licensee’s reservoir. 

Article 31. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modification of the project structures 
and operation in the interest of fish and wildlife resources as may be hereafter 
prescribed by the Federal Power Commission upon the recommendations of the 
Washington State Department of Game, the United States Forest Service, and 
the Secretary of the Interior. 

Article 32. The licensee agrees that should the project works be damaged or 
the power output of the project be reduced by subsequent upstream diversion 
of the waters of the Pend Oreille and Clark Fork Rivers upstream from the 
Box Canyon site by the United States in connection with its irrigation and con- 
servation program, then the United States shall have the option, in full settle- 
ment of any and all claims by the licensee, of paying such damages as the licensee 
shall then be entitled to receive as a matter of law, or of acquiring the licensee’s 
project in the manner provided by the act. 

Article 33. The project shall be operated by the licensee in such a manner as 
not to interfere with or damage Indian land of the Calispel Indian Reservation, 
or, in case such damage should occur as a result of the operation of the project, 
the Indians shall be compensated by the licensee in the manner and amount as 
determined by the Secretary of the Interior, after consultation with the Calispel 
Indian Community Council and the licensee. 

Article 34. The licensee shall clear all lands in the bottom and margin of the 
reservoir up to high-water level before it is filled and shall dispose of all tempo- 
rary structures, unused timber, brush, refuse, and inflammable material resulting 
from the clearing of the lands or from construction of the project works to the 
satisfaction of the Commission's authorized representative and after the project 
is placed in operation all trees along the shores of the reservoir which die shall 
be removed. 

Article 35. At such time as the Commission may direct and to the extent that 
it is economically sound and in the public interest to do so, after notice and op- 
portunity for hearing, the licensee shall install an additional generating unit. 

Article 36. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, one cent per horsepower on the authorized installed 
eapacity (98,000 horsepower) plus two and one-half cents per 1,000 kilowatt- 
hours of gross energy generated by the project during each calendar year for 
which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, an amount to be determined by the Commission. 

Article 37. The licensee shall submit, in accordance with the Commission’s 
rules and regulations, exhibit “L” drawings showing the final design of the pro- 
posed spillway structure; and the licensee shall not begin construction of that 
dam until the Commission shall have approved the drawings. 

Article 38. Within one year from the effective date of this license, the licensee 
shall revise and submit for Commission approval exhibits “F” and “K” in ac- 
cordance with the Commission’s rules and regulations. 
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(C) The exhibits designated and described as exhibits “J”, “L”, and “M” in 
paragraphs (a) and (b) above are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the Act. 

(E) This license shall be signed for the licensee and returned to the Com- 
mission within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 


Adopted: February 5,1952. Issued: February 7, 1952. 


Order issuing license (minor) 
Olive Beryl Blankenship 
Project No. 2068 


Application was filed December 18, 1950, by Olive Beryl Blankenship, of 
Stehekin, Wash., for a license under the Federal Power Act (hereinafter referred 
to as the act) for constructed minor project No. 2068, located on Purple Creek, 
tributary to Lake Chelan, in Chelan County, Wash., and affecting lands of the 
United States in the SW44{SE\, of Section 31, T. 33 N., R. 18 E., W. M. within the 
Chelan National Forest. 

The project occupies 0.42 acre of lands of the United States and consists of: 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined, whether such lands or interests 
therein are owned or held by the licensee or by the United States; 

(b) Project structures, comprising a wooden pickup trough 12 feet long at- 
tached to a small concrete intake box; a conduit 1,205 feet long consisting of 
4-inch pipe and 24-inch tubing; a 10-foot by 12-foot wooden powerhouse con- 
taining a 2-horsepower water wheel connected to a 2-kilowatt generator; a 
tailrace about 100 feet long to Lake Chelan; and 150 feet of transmission line; 

(c) All other structures, fixtures, and equipment or facilities used or useful 

in the maintenance and operation of the project and located on the project area, 
and all rights and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 
Said lands and project works are more specifically shown and described by a cer- 
tain map which formed a part of the application for license and which, as revised 
in the Commission to include the transmission line by note thereon and to amplify 
the description of the project boundary, is designated and described as: 

Ecrhibit K.—(F. P. C. No. 2068-1), a map entitled “Power Project of Mrs. O. 
Beryl Blankenship—Stehekin, Wash.”, signed Mrs. O. Beryl Blankenship on 
November 28, 1951. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chelan National Forest, and an Assistant Secretary of the 
Interior, acting for the Secretary of the Interior, have reported favorably on 
the application. 

The Departments of Fisheries and Game, State of Washington, have reported 
favorably on the application subject to the imposition of a provision in the 
interest of fish life as hereinafter provided. 
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The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should presently be undertaken by the 
United States. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Chelan National 
Forest was created or acquired. 

(5) The installed capacity of the project is 2 horsepower and the energy 
generated thereby is to be used in the applicant’s home, carpenter shop, coffee 
shop, and post office for lighting. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued, without charge, to Olive Beryl Blankenship under 
section 4 (e) of the act for a period of 10 years, effective as of January 1, 1951, 
for the operation and maintenance of minor project No. 2068 upon lands of the 
United States within the Chelan National Forest, subject to the terms and con- 
ditions of the act which is hereby incorporated by reference as a part of this 
license (except that the terms and conditions of part I of the act referred to in 
finding (7) above are hereby waived to the extent therein specified), and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States”, which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special condition set forth herein as 
an additional article: 

Article 15. The licensee shall install and maintain at the intake box a wire 
mesh screen having apertures no greater than one-eighth (44) inch. 

(C) Exhibit K (F. P. C. No. 2068-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This license shall be signed by the licensee and returned to the Commis- 
sion within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 


Adopted: February 5, 1952. Issued: February 7, 1952. 
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Order issuing preliminary permit 
Public Utility District No. 1 of Lewis County, Wash. 
Project No. 2083 


Application was filed May 7, 1951, by Public Utility District No. 1 of Lewis 
County, Wash., for a preliminary permit under the Federal Power Act (herein- 
after referred to as the act) for proposed project No. 2083, which would be known 
as the Packwood power project located on Glacier, Hager, Johnson, Lake, and 
Snyder Creeks, in Lewis County, Wash., affecting lands of the United States 
within the Gifford Pinchot National Forest. 

The tentative description of the project, as set forth in the application for a 
preliminary permit, is as follows: 

(1) A dam on Johnson Creek; a flume with diversion thereto from Glacier 
Creek, a forebay, and penstocks; and a powerhouse with ultimate installed 
capacity of 45,000 horsepower near the confluence of Johnson Creek and Cowlitz 
River; (2) a dam on Lake Creek at the outlet of Packwood Lake raising the lake 
to provide 41,000 acre-feet of usable storage; a tunnel, pipe line, surge tank, and 
penstocks; and a powerhouse with ultimate installed capacity of 30,000 horse- 
power on Snyder Lake; (3) a dam on Snyder Creek at Snyder Lake and a canal 
from Snyder Lake to Johnson Creek forebay with diversions to the canal from 
Hager Creek and a tributary of Hager Creek; (4) transmission lines; and (5) 
appurtenant facilities. The energy generated would be used for public-utility 
purposes. 

The Fisheries and Game Departments of the State of Washington, and the 
Office of the Secretary of the Interior are interested in the project concerning 
conservation of the fish and wildlife resources of the affected area. 

The Forest Service, Department of Agriculture, is interested in the forest and 
recreational resources of the affected area. 

The Office of the Chief of Engineers, Department of the Army, has reported 
on the application. 

The Commission finds: 

(1) The applicant is a municipal corporation organized and existing under the 
laws of the State of Washington. 

(2) Public notice of the application has been given as required by the act. 
Constructed minor projects Nos. 2065 on Lake Creek and 1751 on Hager Creek 
will be affected, and constructed minor project No. 1289 on Hager Creek may be 
affected by the proposed project. 

(3) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Utility District No. 1 of Lewis 
County, Wash. (hereinafter referred to as the permittee), for a period of one 
year, effective as of March 1, 1952, for the sole purpose of maintaining priority of 
application for a license for proposed project No. 2083 in Lewis County, Wash., 
affecting lands of the United States within Gifford Pinchot National Forest, 
subject to the terms and conditions of the act which is hereby incorporated by 
reference as part of this permit, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in form 
P-1, entitled “Terms and conditions of preliminary permit”, which terms and 
conditions (described as articles 1 through 8) are attached hereto and made a 
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part hereof; and subject to the following special conditions set forth herein as 
additional articles: 

Article 9. The permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Regional Engineer of the Commission 
having supervision over the project, or to such other officer as the Commission 
may designate, accurate statements of the work accomplished during the period 
and of the work contemplated under the preliminary permit for the ensuing 
period. 

Article 10. Project planning shall be carried on by the permittee in coopera- 
tion with the Regional Forester for the protection of the interests of the Na- 
tional Forest, and with the Departments of Fisheries and Game of the State of 
Washington, and the United States Fish and Wildlife Service in order that 
necessary consideration may be given to the protection of the fish and wildlife 
resources of the affected area. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(D) This permit shall be signed for the permittee and returned to the Com- 
mission within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 

Adopted: February 5,1952. Issued: February 7, 1952. 


Order issuing new license (minor), and dismissing in part and without prejudice 
application for new license 


Walter D. Corrigan, Sr. 
Project No. 653 


Application was filed March 15, 1951 by Walter D. Corrigan, Sr., of Milwaukee, 
Wis., for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 653, located on South Boulder Creek, 
tributary to Jefferson River, in section 18, T. 2 S., R. 3 W., Montana Principal 
meridian, Madison County, Mont., and affecting lands of the United States within 
the Deerlodge (formerly Madison) National Forest. 

The application describes the project works as being the same as those de- 
scribed in the expired license. However, the diversion dam in High Creek and 
the ditch have never been constructed though such was authorized in February 
of 1927. Since the applicant has had no necessity to construct the dam and 
ditch up to this time, it would seem appropriate to omit them from any new 
license. If and when the applicant is ready to construct them, consideration 
could then be given to their inclusion in the license by amendment thereof. 

The project, license No. 1 for which expired April 5, 1951, consists of: 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined ; 

(6) Project structures comprising a small reservoir in South Boulder Creek 
created by an earthen dam 150 feet long and 15 feet high; a 20-inch wooden 
pipe about 4,350 feet long; a frame powerhouse about 40 feet square containing 
two 48-inch Pelton water wheels, one connected to a compressor and the other to 
a 150-kilovolt-ampere generator; a short tailrace to the creek; and a transmis- 
sion line 1,151 feet long; 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, and 
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all rights and interests the possession of which is necessary or appropriate in the 
maintenance of the project. 


The said lands and project works are more specifically shown and described by 
certain exhibits which formed a part of the original application for license and 
which, as revised in the Commission to show the correct national forest and as 
redesignated, are described as follows: 

Exhibit K—(F. P. C. No. 653-2), a map entitled “Liberty Montana Mines 
Co.—Deerlodge National Forest—Montana,” signed on April 27, 1925, Liberty 
Montana Mines Co. by Walter D. Corrigan, president ; and 

Evhibit L—(F. P. C. No. 653-3), a drawing entitled “Plans of Principal Project 
Works—Liberty Montana Mines Co.—Deerlodge National Forest—Montana,” 
signed on April 27, 1925, Liberty Montana Mines Co. by Walter D. Corrigan, 
president. 

The Acting Chief, Forest Service, acting for the Secretary of Agriculture, an 
Assistant Secretary of the Interior, and the Department of Fish and Game of the 
State of Montana, have reported favorably on the application substantially as 
hereinafter provided. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a license for the project. 

(2) No conflicting application is before the Commission. 

(3) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Deerlodge 
National Forest was created or acquired. 

(4) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself. 

(5) The installed capacity is about 300 horsepower, and the energy generated 
is used for mining and milling ore and for lighting buildings in a mining camp. 

(6) Exhibits K and L described above, as they have been revised, conform 
with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 10 





(d) ; 10 (f) ; 11; 12; 14, except insofar as the power of condemnation is reserved ; 
15; 18, except insofar as it relates to fishways; 19; 20; 22 and 23 (a), insofar 
as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued under sections 4 (e) and 15 of the act, without 
charge, to Walter D. Corrigan, Sr., of Milwaukee, Wis., for a period of 10 years, 
effective as of April 6, 1951, for the operation and maintenance upon lands of 
the United States of constructed minor project No. 653, subject to the terms and 
conditions of the act, which is hereby incorporated by reference as a part of this 
license (except that the terms and conditions of part I of the act referred to in 
finding (7) above are waived to the extent therein specified), and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 
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(B) This license is also subject to the terms and conditions set forth in form 
L-7 entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions, described as articles 1 through 
14, are attached hereto and made a part hereof, and subject to the following 
special conditions set forth herein as additional articles: 

Article 15. The licensee shall permit at least 4 secondfeet of water to flow 
over the spillway of the dam at all times, and shall place no barrier upon the sill 
of the spillway more than 10 inches in height. 

Article 16. The licensee shall complete repairs to the conduit and trestle by 
August 1, 1952. 

(C) The exhibits referred to in finding (6) above are approved as part of this 
license. 

(D) The application for new license, insofar as it relates to the unconstructed 
project works for the diverting of water from High Creek is dismissed without 
prejudice. 

(2) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(F) This license shall be accepted and returned to the Commission within 60 
days from the date of issuance of this order. 

Adopted: February 5,1952. Issued: February 8, 1952. 


Order issuing new license (minor) 
Otto F. Link, W. E. Seavy, and Henry J. Gelling 


Project No. 2050 

Application was filed May 3, 1950, and later supplemented by Otto F. Link, 
W. E. Seavy, and Henry J. Gelling, of Sacramento, Calif., for a new license under 
the Federal Power Act (hereinafter referred to as the act) for constructed minor 
project No. 2050, located on Strawberry Creek, in El Dorado County, Calif., and 
affecting lands of the United States in the W% of Sec. 19, T. 11 N., R. 17 E., 
Mount Diablo meridian, Calif., within the Eldorado National Forest. 

The project, which is former minor project No. 1421, is entirely on lands of the 
United States, occupying 1.09 acres, and consists of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a diversion dam 55 feet long and 8 feet 
high ; a 14-inch pipeline about 910 feet long; an 8-foot by 8-foot frame powerhouse 
containing a double 30-inch Pelton water wheel connected to a 5-kilowatt 
generator ; and transmission lines ; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights and interests the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 


The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the expired license for project No. 1421, 
and which as redesignated is described as follows: 

Erhibit K.—(F. P. C. No. 2050-1), a map entitled “Minor power project— 
Eldorado National Forest—California—Marcel R. Ehrer—Thos. Hague—Geo. M. 
Jennings—Otto F. Link—Geo. R. Winslow,” and signed on February 16, 1939, by 
the foregoing persons, 


57——53 


304039 
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The original license for project No. 1421, which was issued to Marcel R. 
Ehrer, Thomas Hague, George M. Jennings, Otto F. Link, and George R. Winslow 
on June 13, 1938, and subsequently amended, expired June 12, 1948. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Eldorado National Forest, has reported favorably on the 
application, subject to the imposition in the license of a condition substantially 
as hereinafter provided for the installation of fish screens or fish ladders. 

The Acting Secretary of the Interior has reported favorably on the application, 
subject to the imposition in the license of certain provisions substantially as 
hereinafter provided for the protection of fish life. 

The State of California Department of Fish and Game has requested the 
imposition in the license of certain provisions substantially as hereinafter 
provided in the interest of fish life. 

The Commission finds: 

(1) The applicants are citizens of the United States and have submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should presently be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Eldorado National 
Forest was created or acquired. 

(5) The installed capacity of the project is 8 horsepower and the energy 
generated thereby is used for lighting a Masonic summer camp. 

(6) The exhibit described and designated in the second paragraph of this order 
conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act. 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to Otto F. Link, W. E. Seavy, 
and Henry J. Gelling under sections 4 (e) and 15 of the act for a period of 10 
years, effective as of July 1, 1950, for the operation and maintenance of minor 
project No. 2050 upon lands of the United States within the Eldorado National 
Forest, subject to the terms and conditions of the act which is hereby incorpo- 
rated by reference as a part of this license (except that the terms and conditions 
of part I of the act referred to in finding (7) above are hereby waived to the 
extent therein specified), and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States”, which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as additional articles: 




























































APPENDIX—ORDERS 799 


Article 15. The licensees shall at all times bypass at the dam a quantity of 
water sufficient to maintain fish in Strawberry Creek. 

Article 16. The licensees shall provide and maintain fish-passage facilities at 
the dam, and a fish screen on the pipeline intake satisfactory to the State of 
California Department of Fish and Game. 

(C) Exhibit K (F. P. C. No. 2050-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act. 

(E) This new license shall be signed by the licensees and returned to the 
Commission within 60 days from date of issuance of this order in testimony of its 
receipt and acceptance. 


Adopted: February 5,1952. Issued: February 8, 1952. 


Order vacating withdrawal 
Pacific Gas and Electric Co. 
Project No. 78 


A review has been made of land withdrawn, pursuant to the filing of applica- 
tion and supplements thereto for license for project No. 78, as set forth in the 
Commission’s letter notices of withdrawal dated March 31, July 28, and Decem- 
ber 22, 1921, July 14, 1924, and September 13, 1939 covering 10,652 acres of land 
of the United States withdrawn for Project No. 78. 

There are approximately 9,913.50 acres of this land which is not included in 
the boundary of project No. 78 as described in the license as amended. Some 
of this land has been included within the boundary of project No. 184, some is 
within the boundary of project No. 1496, and the other land is not within the 
boundary of any hydroelectric project. 

The land withdrawn by the filing of application as supplemented for license 
for project No. 78, but which is not included in the license as issued and amended, 
is described as follows: Mount Diablo meridian, California : 

T. 7N., R. 10 E., sec. 14, lots 3, 4, 13, 15, 16; sec. 36, SW44SE\. 

T.8N., R.10 E., sec. 35, SEYSW 4. 

T.9N., R. 10 E., sec. 1, lots 1, 6; sec. 12, lots 1, 2, SE4SWY,; see. 13, lots 1, 4, 
NEYUNW YY; sec. 14, lots 2, 5, 5. 

T. 4.N., R. 11 E., sec. 6, SW148SE4. 

T.5N., R. 11 BE, sec. 9, lot 3; sec. 10, lots 14, 15. 

‘Rs ae is R. 11 E., sec. 30, lot 8. 

T. 11N., R. 11 E., sec. 12, SEYNEY, NEYUSEY,; sec. 14, NEYNW\. 

T.11N., R.12 E., sec. 5, W144W ; sec. 6, E44 SEY, SWYSEY, ; sec. 7, NUNEY, 
SWYNEY, SYNWY, S844; sec. 8, NWIYGANWY,; sec. 15, SIYZSEY; sec. 18, lots 
1, 2, 3, 4, NWY%NEWU, NEYNW; sec. 19, lot 1; sec. 22, NINE; sec. 23, 
NWYNWY, SUNK, NEYUSEY, ; sec. 24, W1%4SW. 

T. 12 N., R. 12 E., sec. 28, SEYNW%, SW; sec. 32, NEY, WKSEX, 
SW%4SW; sec. 38, WYANW. 

T.11N., R. 13 E., sec. 25, lots 3, 4, 7, 8, 9; sec. 33, SW1YZSW Y, ; sec. 34, S4SEY, 
NY%SWH, SEYSW; sec. 35, N‘GNEWY, WYSE, SW. 

T. 11 N., R. 14 E., sec. 25, S4%4S%; sec. 26, SKSEY, SWYSWY,; sec. 27, 
SWYNWK, SEW, NYSWH, SEYSW; sec. 28, SYNE, NUS; sec. 29, 
E1448SE\4, SWY4SE\%, SEYSWY,; sec. 30, lots 2, 3, 4, SEY4ZSW%, SSE; sec. 


Or 
27 


31, NY%ZNEY,; sec. 32, NYZNEY, SWYNEY, NWY%, NWYSEY; sec. 35, NE\, 
NY%NW, NSE. . 
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T.10N., R. 15 EB, sec. 17, S44NE%, NW44SEY,; sec. 20, W14NEX%, SEYNEY, ; 
sec. 21, SWY4NE%, 8% 

T. 11 N., R. 15 E., sec. 29, SW44SW,; sec. 30, S1448%4; sec. 31, NWY4NEY, 
NYNW. 

T. 12 N., R. 16 E., sec. 24, E44, SEYNW'44, E144SW% (Unsurveyed) ; sec. 25, 
EWUNE\Y. (Unsurveyed) 

T.9N., R.17 E., sec. 4, lots 3, 4, 5; see. 5, lots 5, 6, SE%44NE%4; sec. 8, lots 1, 2, 
3, 4, SWYNEY, WYNWY,, NASW. 

T. 10 N., R. 17 E., sec. 22, SE4ZANEY, NEYSEY, ; sec. 23, lots 2, 3, 4, 5, 6, 7, 8; 
sec. 32, lot 1; sec. 33, lots 1,2, SEYSW'4. 

T. 11 N., R. 17 E., see. 1, lot 6, SEYNWY4, NWYSEY, NEYSW. 

T.12N., R.17 E., sec. 19, W1%4, SE% (Unsurveyed) ; sec. 20, SW%4SW% (Unsur- 
veyed) ; sec. 29, W144ANW%, NW%SW\% (Unsurveyed); sec. 30, N% (Unsur- 
veyed) ; sec. 34, SEY44NE\%, NEWYSEY;; sec. 35, lots 1 to 14, incl, SW4SW%; 
and unsurveyed lands in Echo Lake; sec. 36, lots 1, 5. 

T.10N., R. 18 E., sec. 18, SW4%, SW, SW14SE,Y, ; sec. 19, lots 1, 9, NEYNEY, 
E%SE\Y, SWYSE\M, SEYSW,; sec. 20, SWYNWY, ; sec. 30, NEYNE. 

T.11N., R. 18 E., sec. 6, NW%, NYSW. 

Those parts of the above-described land included within the boundaries of 
project Nos. 184 and 1496 were withdrawn pursuant to applications filed with 
respect to those projects. The rentention upon project No. 78 records of lands 
which are not used or useful for that project tends to confuse the land records. 

The Commission finds: 

It is appropriate to vacate the withdrawal made pursuant to the filing of 
application as supplemented for project No. 78, with respect to the above- 
described lands. 

The Commission orders: 

The power withdrawal made under the Federal Power Act pursuant to the filing 
of application as supplemented for project No. 78, with respect to the above- 
described lands, is hereby vacated. 


Adopted: February 5,1952. Issued: February 8, 1952. 


Order permitting substitution of proposed tariff sheet for suspended sheet and 
suspending proposed new sheet 


The Ohio Fuel Gas Co. 
Docket No. G—1786 


The Commission, pursuant to the authority contained in section 4 of the 
Natural Gas Act, by order issued September 6, 1951, suspended and deferred the 
use of The Ohio Fuel Gas Company’s (Ohio Fuel) proposed F. P. C. gas tariff, 
first revised volume No. 1, until February 10, 1952, and until such further time 
as such tariff might be made effective in the manner prescribed by the Natural 
Gas Act, and ordered that a hearing concerning the lawfulness of Ohio Fuel’s 
F. P. C. gas tariff, first revised volume No. 1, be held upon a date to be fixed by 
further order of the Commission. 

On February 6, 1952, Ohio Fuel filed with the Commission proposed first 
revised sheet No. 6 to its F. P. C. gas tariff, first revised volume No. 1, and re- 
quested permission, pursuant to Section 154.66 of the Commission's regulations 








APPENDIX—ORDERS 801 


under the Natural Gas Act (18 CFR 154.66), that such filing of February 6, 1952, 
replace and supersede original sheet No. 6 of its F. P. C. gas tariff, first revised 
volume No. 1, which was suspended by Commission order issued September 6, 1951. 

The filing of February 6, 1952, reduces the increase in the charge for natural- 
gas service as applied for in said suspended Ohio Fuel F. P. C. gas tariff, first 
revised volume No. 1, from approximately $2,470,000 to $1,270,000, or by approxi- 
mately $1,200,000, based upon sales made for the 12 months ending June 30, 1952. 

Ohio Fuel’s suspended rate increase application averred that the rate increase 
therein applied for was necessitated principally by the impact upon its purchased 
gas costs, of increased rates filed by Ohio Fuel’s suppliers, United Fuel Gas Co. 
(United Fuel) and Panhandle Eastern Pipe Line Co. By order issued February 
5, 1952, In the Matter of United Fuel Gas Company, Docket No. G—1781, 11 F. P. C. 
779, the Commission permitted United Fuel to file certain revised sheets to its 
F. P. C. gas tariff to replace certain other tariff sheets theretofore suspended by 
order of the Commission, which said revised sheets represent a reduction from 
the rates for natural-gas service originally applied for by United Fuel in its 
rate increase application. As a result, Ohio Fuel now seeks, by means of said 
first revised sheet No. 6, to reduce its suspended rate increase application to 
reflect the changes in its purchased gas costs which it claims result from said 
revised sheets to the F. P. C. gas tariff of United Fuel. 

The Commission finds: 

(1) Special permission should be granted for the filing of said proposed first 
revised sheet No 6 to Ohio Fuel's F. P. C. gas tariff, first revised volume No. 1, as 
requested. 

(2) It is necessary and proper in the public interest and to aid in carrying out 
the provisions of the Natural Gas Act, that the hearing heretofore ordered by 
the Commission with respect to the lawfulness of Ohio Fuel’s F. P. C. gas tariff, 
first revised volume No. 1, shall concern the lawfulness of said tariff as amended 
by said first revised sheet No. 6, and that first revised sheet No. 6, and the rate 
schedule contained therein, should be suspended as hereinafter provided and the 
use thereof be deferred pending hearing and decision thereon. 

The Commission orders: 

(A) Ohio Fuel be and it hereby is permitted to file first revised sheet No. 6 to 
its F. P. C. gas tariff, first revised volume No. 1, to replace original sheet No. 6 
contained in Ohio Fuel’s F. P. C. gas tariff, first revised volume No. 1, which 
tariff was suspended by order of the Commission issued September 6, 1951. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
the public hearing heretofore ordered to be held upon a date to be fixed by 
further order of the Commission concerning the lawfulness of the rates, charges, 
and classifications, subject to the jurisdiction of the Commission, contained in 
the aforesaid Ohio Fuel’s F. P. C. gas tariff, first revised volume No. 1, and 
suspended by order of the Commission issued September 6, 1951, shall concern 
the lawfulness of said tariff as amended by said first revised sheet No. 6. 

(C) Pending such hearing and decision thereon, said first revised sheet No. 6, 
as filed on February 6, 1952, to Ohio Fuel’s F. P. C. gas tariff, first revised 
volume No. 1, subject to the jurisdiction of the Commission, be and it hereby is 
suspended and the use thereof deferred until February 10, 1952, and until such 
further time thereafter as said Ohio Fuel’s F. P. C. gas tariff, first revised 
volume No. 1, as amended by said first revised sheet No. 6, might be made ef- 
fective in the manner prescribed by the Natural Gas Act. 


Adopted: February 7, 1952. Issued: February 8, 1952. 
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Order authorizing issuance of first mortgage bonds and denying application for 
exemption from competitive bidding requirements of Commission’s rules 


Pacific Power & Light Co. 


Docket No. E-6400 

























Pacific Power & Light Co. (applicant), a corporation organized and 
existing under the laws of the State of Maine qualified and authorized to do 
business as a foreign corporation in the States of Oregon and Washington, and 
having its principal business office at Portland, Oreg., filed its application on De- 
cember 21, 1951, and amendments thereto on January 11, 14 and 24, 1952, for an 
order pursuant to section 204 of the Federal Power Act authorizing the issuance 
of $12,500,000 principal amount first mortgage bonds, and requesting that the 
issuance and sale of such bonds be exempted from the requirements for com- 
petitive bidding of sections 34.la (b) and (c) of the Commission's general rules 
and regulations. 

The applicant proposes to issue the $12,500,000 principal amount first mortgage 
bonds to be designated series due 1982 under its mortgage and deed of trust dated 
as of July 1, 1947, as supplemented, and as to be further supplemented and 
amended by a second supplemental indenture to be dated as of February 1, 1952. 

The proceeds from the issuance of the proposed bonds, together with the pro- 
ceeds from the issuance of the common stock authorized by Commission order 
dated January 18, 1952, in docket No. E-6399, 11 F. P. C. 735, are to be used for 
the construction, improvement and extension of the applicant's electric utility fa- 
cilities estimated to require expenditures in excess of $21,000,000 in 1952. 

On December 10, 1951, the applicant requested authorization, to negotiate 
for the private placement of the bonds. On December 18, 1951, the Commission 
granted that request solely for the following stated purpose: 








In order that you shall not be precluded by the second clause of section 34.2 (k) 
(2) (ii) or the next to the last sentence of section 34.la (a) of the Commis- 
sion’s general rules and regulations, as amended by Order No. 152 of April 18, 
1950, from applying for and obtaining findings excepting the sale or underwriting 



















of the issuance of 200,000 shares of common stock, no par value, and $12,500,000 
aggregate principal amount of first mortgage bonds, from the requirement of 
public invitation of proposals for the purchase or underwriting thereof. 

Written notice of the application was given to the Public Utilities Commis- 
sioner of Oregon, the Public Service Commission of Washington and to the 
Governor of each of those States. Notice of the application was also given 
by publication in the Federal Register on January 5, 1952 (17 F. R. 176) stat- 
ing that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before January 16, 1952. 

Under date of January 9, 1952, an informal protest to the exemption of the 
issuance and sale of the bonds from the Commission’s competitive bidding 
requirements was filed by Halsey, Stuart & Co., Inc., and a copy submitted to 
the applicant. The informal protest pointed out that more complete comment 
on the part of Halsey, Stuart & Co., Inc., could not be made until the appli- 
cant submitted a “statement of the cost and terms of the proposed private sale 
of said bonds together with copies of the purchase contract, the second sup- 
plemental indenture securing said bonds and any other exhibits and documents 
required by the Commission’s rules.” 

By amendment to its application filed January 24, 1952, the applicant dis- 
closed the results of its negotiations for the placement of the bonds. A copy 
of that amendment was submitted by the applicant to the New York office of 
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Halsey, Stuart & Co., Inc., on January 28, 1952. By telegram dated February 4, 
1952, Halsey, Stuart & Co., Inc., advised the Commission that if the sale of 
the proposed bonds would be made through competitive bidding on or about 
March 15, 1952, it would guarantee a price to the applicant more favorable 
than the negotiated price. 

The Commission finds: 

(1) The applicant, a corporation, is a public utility within the meaning of 
section 204 of the Federal Power Act subject to the jurisdiction of the Com 
mission as heretofore described and set forth in the Commission’s order of 
August 8, 1944, in Pacific Power & Light Company, Docket No. IT—5904, 4 
F. P. C. 680. 

(2) The proposed issuance and sale of $12,500,000 principal amount first 
mortgage bonds described above will constitute an issuance of securities within 
the purview of section 204 of the 'ederal Power Act. 

(3) The applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance 
of securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance and sale of the first mortgage bonds hereinafter 
authorized wili be for a lawful object, within the corporate purposes of the 
applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(5) The applicant has not made sufficient showing to warrant the requested 
exemption of the issuance and sale of the proposed bonds from the requirements 
for competitive bidding of sections 34.la (b) and (c¢) of the Commission’s 
general rules and regulations. 

The Commission orders: 

(A) The proposed issuance and sale of $12,500,000 principal amount first 
mortgage bonds for the purposes specified in the application as amended, 
hereby is authorized, subject to the provisions of this order. 

(B) The applicant’s request for exemption of the proposed issuance and sale 
of the bonds from the requirements of sections 34.la (b) and (ec) of the Com- 
mission’s general rules and regulations hereby is denied. 

(C) The proposed issuance and sale of the first mortgage bonds shall not be 
consummated until: 

(i) The applicant shall have amended its application by filing the data 
and information specified in section 34.2 (k) (2) (i) of the Commission’s rules 
in accordance with the last sentence of section 34.2 (k) (2) (ii) thereof, and 
the applicant shall have further amended its application pursuant to the re- 
quirements of section 34.2 (k) (3), of the rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) relating to affiliation, 
and shall have either filed the amendments required by these two latter sections 
or shall have mailed them and advised the Commission by telephone and tele 
graph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the interest rate, the price to be 
received by the applicant and the initial offering price, if any, of the bonds, by 
a further order. 

(D) This authorization shall expire unless the transactions hereby author- 
ized are consummated within sixty days of the date of this order. 
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(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Draper dissenting. 
Adopted: February 12, 1952. Issued: February 13, 1952. 





Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. and Southern Natural Gas Co. 
Docket No. G—1811 


On October 10, 1951, Texas Eastern Transmission Corp. (Texas Eastern), a 
Delaware corporation having its principal place of business at Shreveport, La., 
and Southern Natural Gas Co. (Southern Natural), a Delaware corporation 
having its principal place of business at Birmingham, Ala., filed a joint applica- 
tion for a certificate of public convenience and necessity pursuant to section 7 
of the Natural Gas Act, authorizing the exchange of natural gas during temporary 
periods of emergency on the system of either and authorizing Southern Natural 
to own, operate, and maintain for such purpose an existing interconnection 
between the two systems near Lucky, Bienville Parish, La. Said interconnection 
was previously authorized in docket No. G—1009, by order of the Commission 
dated May 18, 1948. This order has now expired by its own terms. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 7, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

Said interconnection consists of approximately 50 feet of 6-inch pipeline 
together with metering facilities at a point where Southern Natural’s Logansport 
supply line crosses Texas Eastern’s 20-inch main transmission line near the town 
of Lucky, La. On October 2, 1951, Southern Natural and Texas Eastern entered 
into a letter agreement to exchange natural gas on an M. ec. f.-for-M. c. f. basis 
through the above-described interconnection during periods of emergency on the 
system of either applicant. The exchange contract provides for emergency 
deliveries of up to 72,000 M. c. f. per day by either company to the other provided 
that such deliveries can be made without impairing the ability of the party 
making the delivery to meet its other obligations. The company receiving such 
deliveries is to return like quantities of gas when feasible. Said agreement is 
eancellable by either party upon 30 days’ notice. 

Total book cost of the existing facilities is $17,795.39. Southern Natural will 
own, operate, and maintain the facilities, in return for which Texas Eastern 
will pay Southern Natural $1,000 annually as its share of the estimated annual 
fixed costs and operating expenses. 

The Commission finds: 

(1) Texas Eastern Transmission Corp., a Delaware corporation having its 
principal place of business at Shreveport, La., owns and operates, among other 
facilities, a natural-gas transmission pipeline system in the States of Texas, 
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Louisiana, Arkansas, Missouri, Illinois, Indiana, Ohio, West Virginia, Pennsyl- 
vania, New Jersey, and New York, and by such operations is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of October 10, 1947 in docket 
No. G-880, 6 F. P. C. 148. 

(2) Southern Natural Gas Co., a Delaware corporation having its principal 

place of business at Birmingham, Ala., owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of Texas, 
Mississippi, Louisiana, Alabama, and Georgia and by such operations is engaged 
in the transportation of natural gas in interstate commerce and the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of October 6, 1942, in docket No. G—296, 3 F. P. C. 822. 
(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Southern Natural’s 
existing pipeline system, and the operation thereof by Southern Natural is 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(4) The exchange of natural gas hereinbefore described will constitute trans- 
portation of natural gas in interstate commerce and sale for resale of natural 
gas in interstate commerce and is, therefore, subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(5) The proposed exchange of natural gas and the operation of said facilities, 
as hereinbefore described, are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicants having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
tinal decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicants, Texas Eastern Transmission Corp. and South- 
ern Natural Gas Co., to exchange natural gas during periods of emergency 
on the system of either and authorizing Southern Natural Gas Co. to operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cation in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Neither applicant shall deliver gas to the other under the exchange agree- 
ment hereinbefore described if to do so would in any way impair its ability 
to render adequate service to its existing firm and interruptible customers. 

(C) Applicants shall report to the Commission, in writing and under oath, 
the effective date of commencement of operations hereunder. 

(D) The certificate hereby issued is not transferable and shall be effective only 
so long as applicants continue the operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, as amended, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 


Adopted: February 12,1952. Issued: February 13, 1952. 

































































































































S06 FEDERAL POWER COMMISSION 









Findings and order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 


Docket No. G—1838 





On November 14, 1951, Southern Natural Gas Co. (applicant), a Delaware 
corporation with its principal place of business at Birmingham, Ala., filed an 
application as amended on December 12, 1951, for a certificate of public con- 
venience and necessity, pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of a line tap and appurtenant facilities for 
the measurement and delivery of gas to a plant of the Borden Company (Borden) 
at a point near mile post 130 on applicant’s South Line near Demopolis, 
Marengo County, Ala. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 6, 1952, respecting the matters involved and the issues presented by 
the application as amended. No protest to the application has been received. 

Applicant will sell gas on an interruptible basis for Borden’s plant, and 
sjorden will construct, own, and operate approximately 3 miles of 4-inch line, 
extending from the proposed facilities of Southern to the plant, for the pur- 
pose of transporting the gas to be purchased from applicant. 

The record further shows that the maximum quantity of gas to be sold is 
estimated at 450 M. c. f. per day and at 90,000 M. c. f. per year. Applicant 
states that delivery of gas to Borden will be subject to interruption on not 
less than one hour’s notice and that the small demands of the plant will not 
impair service to its existing customers. The gas will be used by Borden as 
boiler fuel in the production of formaldehyde and resins. 

The estimated cost of the facilities proposed to be constructed by applicant 
is $7,500, and estimated annual revenue to applicant is $18,900, 

The Commission finds: 

(1) Applicant, Southern Natural Gas Co., a Delaware corporation with its 
principal place of business at Birmingham, Ala., owns and operates a natural- 
gas transmission pipeline system located in the States of Texas, Louisiana, 
Mississippi, Alabama, and Georgia, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 1942, 
in docket No. G—296, 3 F. P. C. 822. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce as an integral part of 
applicant’s existing natural-gas system, and the construction and operation 
thereof by applicant are subject to the requirements of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned, 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant, Southern Natural Gas Co., to construct and operate 
the said facilities, all as were fully described in the application as amended, in 
this proceeding, for the transportation of natural gas as herein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the proposed facilities and the date of commencement of 
operation of such facilities. 


Adopted: February 12,1952. Issued: February 13, 1952. 





Order granting permission under balance sheet accounts instruction 6-E to 


amortize charges associated with refunded bonds 
Public Service Electric & Gas Co. 
Docket No. E—-6362 


Public Service Electric and Gas Co. (applicant) on June 7, 1951, filed an 
application under balance sheet accounts instruction 6-E of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees for au- 
thority to amortize charges associated with bonds refunded in 1950 over a period 
subsequent to the date of redemption of such bonds. 

On May 11, 1950, applicant sold $26,000,000 principal amount of first and re- 
funding mortgage bonds, 2%4 series due May 1, 1980, at a price of $101.27. The 
proceeds were used to redeem $26,000,000 principal amount of first and refunding 
mortgage bonds, 314 percent series due July 1, 1966, which were called on July 
14, 1950. Redemption premiums on the 314 percent series bonds refunded were 
$780,000; expenses, $4,486.81; remaining unamortized debt discount and expense 
at date of the refunding, $5,024.80; a total of $789,511.61. A saving in Federal 
income taxes of $515,908.82 was realized for which a special charge to income was 
made during 1950 which was credited against the charges associated with the 
refunded bonds, leaving a net balance of $475,602.79 for disposition, or, as reduced 
by the company, $456,827.16 on December 31, 1950. 

The applicant originally proposed to amortize the net expenses associated with 
the refunding until July 1, 1966, the life of the refunding issue and made no pro- 
posal for the disposition of a balance, amounting to $2,031,031.15 as of December 
31, 1950, comprising “grandfather items,” relating to an issue of bonds previously 
refunded by the 314 percent series bonds and to a predecessor issue. This amount 
was being amortized over periods ending June 1, 1965, and July 1, 1966. The 
total amount to be amortized, associated with the 314 percent series and prior 

issues, as of December 31, 1950, is thus made up as follows: 


Charges relating to bonds refunded July 14, 1950: 3% percent 
series, due July 1, 1966: 
Unamortized balance of debt discount and expense, redemp- 
tion premium and expense, less saving in Federal income 
Cin ila inhi ac Tela cea aia et ee 
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Charges relating to predecessor issues previously refunded by the 
bonds refunded July 14, 1950: 
4 percent series due April 1, 1971, refunded in 1936 Unamor- 
tized balance of debt discount and expense ..-. $1, 104, 929. 28 
5 percent series due June 1, 1965, refunded in 1931 Unamor- 
tized debt discount and expense and redemption premium 
and expense — 5 ‘bbe rates i eaaiaeke 926, 101. 87 


Total, as of December 31, 1950___-_- bas is $2, 487, 858. 31 


On August 2, 1951, a conference was held between representatives of the com- 
pany and the Commission’s staff as a result of which applicant, by letter dated 
August 6, 1951 amended its application to dispose of the amount of $2,487,858.3 
over a period of ten years from January 1, 1951, instead of over the longer pe- 
riods proposed by the applicant, by equal annual charges of $248,785.83 to ac- 
count 531, Amortization of debt discount and expense. 

In response to an inquiry by the Commission, the Board of Public Utility 
Commissioners of the State of New Jersey by a letter dated September 20, 1951, 
expressed approval of the applicant’s amended plan for expediting amortization 
of the refunding charges referred to above. 

The Commission finds: 

Good and sufficient cause has been shown why permission of the Commission 
should be granted as hereinafter ordered for exemption of the amount of $2,487,- 
858.31 from the provisions of balance sheet accounts instruction 6-E of the 
Uniform System of Accounts and for permission to amortize such sum in the 
manner referred to above. 

The Commission orders: 

Permission is hereby granted to the applicant to dispose of the above amount 
of $2,487,858.31, referred to above, by annual charges of $248,785.83 to account 


531, Amortization of debt discount and expense beginning with 1951, provided 
that applicant may accelerate the amortization of such sum if it desires to do so. 


Adopted: February 12,1952. Issued: February 14, 1952. 


Ordcr issuing new license (major) 
Charles Pond 
Project No. 1413 


Application was filed April 18, 1951, and later supplemented, by Charles Pond, 
of Island Park, Idaho for a new license under the Federal Power Act (herein- 
after referred to as the act) for constructed major project No. 1413, located 
on Buffalo River, tributary to Henrys Fork and Snake River, in Fremont County, 
Idaho, and affecting lands of the United States within the Targhee National 
Forest. 

The project—the original license for which expired June 30, 1951—consists of: 

A. All lands constituting the project area and inclosed by the project bound- 
ary or the limits of which are otherwise defined and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by a certain exhibit which formed part of the application for license, and which 
is designated and described as follows: 
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Erhibit K.—(F. P. C. No. 1413-8) A general and detail map and plans in one 
sheet entitled “Map of Buffalo power project”, signed by Chas. Pond on June 6, 
1940 and revised in accordance with applicant’s letters filed April 18 and June 
5, 1951. 

B. Constructed project works consisting of a rock-fill dam about 10 feet high 
and about 140 feet long with a concrete spillway and fishway ; penstock ; a wooden 
powerhouse containing a turbine connected to a generator with a capacity of 
250 kilovolt-amperes ; a transmission line; and appurtenant electrical facilities ; 
the location, nature and character of which are more specifically shown by the 
exhibit hereinbefore cited and by a certain other exhibit which also formed part 
of the application for license and which is designated and described as follows: 

Exhibit M.—A typewritten document in one sheet entitled “General descrip- 
tions and general specifications of mechanical, electrical, and transmission 
equipment”, signed on November 18, 1939, by Charles Pond. 

C. All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is ap- 
proved or acquiesced in by the Commission; also, all riparian or other rights, the 
use or possession of which is necessary or appropriate in the maintenance and 
operation of the project. 

The Chief, Forest Service, Acting for the Secretary of Agriculture, who has 
supervision over the Targhee National Forest, and an Under Secretary of the 
Interior, acting for the Secretary of the Interior, have reported upon the ap- 
plication. 

The Public Utilities Commission of Idaho was notified of the filing of the 
application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and hus submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Targhee National 
Forest was created or acquired. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installed capacity of the project is 268 horsepower and the energy 
generated is used by the applicant at his resort and lodge. 

(7) The exhibits described and designated in the second paragraph of this 
order conform with the Commission’s rules and regulations and should be ap- 
proved as part of the new license for the project. 

(8) The amount of annual charges to be paid under the new license for the 
purposes of reimbursing the United States for the costs of administration of 
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part I of the act, and for recompensing it for the use, occupancy, and enjoyment 
of its lands is reasonable as hereinafter fixed and specified. 

The Commission orders: 

(A) This new license is issued to Charles Pond under sections 4 (e) and 15 
of the act for the period commencing July 1, 1951, and terminating October 31, 
1959, for the operation and maintenance of project No. 1413 upon lands of the 
United States within the Targhee National Forest, subject to the terms and 
conditions of the act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-1, entitled “Terms and conditions of license for constructed major project af- 
fecting lands of the United States” (except as to article 20 which is inapplicable 
by its terms), which terms and conditions are attached hereto and made a part 
hereof; and subject to the following conditions set forth herein as additional 
articles : 

Article 24. The licensee shall maintain and operate the fishway in the dam 
in accordance with requirements in the interest of fish and wildlife resources as 
may be hereafter prescribed by the Commission upon the recommendation of 
Idaho Fish and Game Department. 

Article 25. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $11.44; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, excluding those used only for transmission 
line right-of-way, $8.92; and 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used for transmission line right-of-way 
only, $9.84. 

(C) The exhibits designated and described in the second paragraph of this 
order are approved as a part of this license. 

(D) This order shall become final within thirty (30) days from the date of 
its issuance unless application for rehearing shall be filed as provided by section 
313 (a) of the act. 

(E) This new license shall be signed by the licensee and returned to the 
Commission within sixty (60) days from date of issuance of this order in testi- 
mony of its receipt and acceptance. 


Adopted: February 12, 1952. Issued: February 14, 1952. 













Order amending license (major) 
Southern California Edison Co. 


Project No. 1930 





Application was filed February 2, 1951, by Southern California Edison Co., 
licensee for major project No. 1930, known as Kern River No. 1, located on Kern 
River in Kern County, Calif., and affecting lands of the United States within 
the Sequoia National Forest. 
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The application seeks amendment of the license to reflect the following changes 
made in the project since application for license was filed on April 27, 1945: 

(a) Construction of a gaging station on the Kern River and a telephone line 
to the gage-house. 

(b) Construction of a gaging station in the Cow Creek flume No. 2. 

(c) Lining of the Lucas Creek flume No. 4 with sheet iron. 

(d) Replacement of three operators’ cottages, elimination of the gage-house 
adjacent to the tailrace at the powerhouse, and construction of a washroom in 
the vicinity of the powerhouse. 

(e) Rebuilding the turbines and motor-driven exciter for 60 cycle operation, 
elimination of the plunger type oil pump in the powerhouse and two oil circuit 
breakers in the switch garden. 

(f) Change the authorized installed capacity of the project from 31,500 horse- 
power to 33,500 horsepower. 

The applicant stated the reasons for the changes as follows: 

(a) The two gaging stations were installed pursuant to article 6 of the license. 

(b) The lining of the Lucas Creek flume was to improve operating conditions 
and to lengthen the flume life. 

(c) The new cottages in the operators’ residential area were to replace old 
cottages which were beyond economical repair. 

(d) The changes in the powerhouse and switch garden were to improve op- 
erating efficiency. 

The effect of the amendment will be to increase the authorized installed capac- 
ity of the project upon which the capacity portion of the annual charge for ad- 
ministration of part I of the act is based from 31,500 horsepower to 33,500 
horsepower and to increase the area of lands of the United States occupied by the 
project, exclusive of transmission line right-of-way, from 105.55 acres to 106.81 
acres with the resultant increase in annual charge therefor from $211.10 to 
$213.62. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Sequoia National Forest, has reported favorably on the 
application. 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be in- 
consistent with the purposes for which the Sequoia National Forest was created 
or acquired and will not alter any of the basic facts upon which the license was 
issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The annual charges to be paid under the license, as hereinafter amended, 
for the purposes of reimbursing the United States for the costs of administration 
of part I of the act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands are reasonable as hereinafter fixed. 

(4) (a) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the license 
for the project : 

Erhibit K, sheets Nos. 3-1 and 5-1 (F. P. C. Nos. 1930-31 and -32), superseding 
exhibit K, sheets Nos. 3 and 5 (F. P. C. Nos. 1930-6 and -8), now part of the 
license ; 

Ecrhibit L— Sheets Nos. 11-1, 13-1, 19-1 and 20-1 (F. P. C. Nos. 1930-33 to -36, 
inclusive), superseding exhibit L, sheets Nos. 11, 13, 19 and 20 (F. P. C. Nos. 
1930-21, —23, —29 and —30, now part of the license ; 

Exhibit M-—1 superseding exhibit M now part of the license. 
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(4) (b) Superseded exhibit K, sheets Nos. 3 and 5 (F. P. C. Nos. 1930-6 and 
-8), exhibit L, sheets Nos. 11, 13, 19 and 20 (F. P. C. Nos. 1930-21, -25, -29 and 
-~30) and exhibit M, now part of the license, should be eliminated from the 
license. 

The Commission orders: 

(A) The exhibits specified in paragraph (4) (a) above, filed as part of the 
application, are approved as part of the license for the project. 

(B) The superseded exhibits specified in paragraph (4) (b) above are elimi- 
nated from the license. 

(C) The license for project No. 1930, issued June 1, 1950, to Southern California 
Edison Co., is hereby amended, effective as of January 1, 1951, to provide for the 
project changes described in the second paragraph above, said amendment being: 

PARAGRAPH I. Article 2 of the license is hereby amended to read as follows: 

Article 2. The project covered by and subject to this license, known as Kern 
River No. 1, is located on Kern River in Kern County, Calif., and consists of: 

A. All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by the licensee or by the United States; such project 
area and project boundary being more specifically shown and described by certain 
exhibits which formed part of the application for license or for amendment 
thereof and which are designated and described as follows: 

Exhibit J—General map in three sheets signed Southern California Edison 
Co., Ltd. by Harold Quinton, vice president, on April 11, 1945, comprising: 

Sheets Nos. 1 and 2 (F. P. C. Nos. 1930-1 and -2), entitled “Index Map”; and 
sheet No. 3 (F. P. C. No. 1930-3), entitled “General map of transmission system.” 

Exhibit K.—Maps in seven sheets comprising: Sheets Nos. 1, 2, 3-1, 4, 5-1 
and 6 (F. P. C. Nos. 1930-4, —5, -31, —-7, -32 and -9), entitled ““Detail maps”; and 
sheet No. 7 (F. P. C. Nos. 1980-10), entitled “Overhead profile along conduit.” 
(Sheets Nos. 1, 2, 4, 6 and 7 signed Southern California Edison Co., Ltd., by 
Harold Quinton, vice president, on April 11, 1945; Sheets Nos. 3-1 and 5-1 signed 
Southern California Edison Co., by H. W. Tice, vice president, on January 22, 
1951.) 

B. All project works consisting of a concrete gravity diversion dam with 
maximum height of about 58 feet and over-all length of about 204 feet across Kern 
River, creating a reservoir covering approximately 29 acres; a rubble dam about 
5 feet long and 2% feet high across Lucas Creek ; a conduit about 814 miles long 
consisting of a series of tunnels and covered and open flumes; a concrete regu- 
lating forebay ; a penstock ; a concrete powerhouse containing four water wheels 
of equal size with total capacity of 43,000 horsepower connected to four generators 
of 6248 kilowatt capacity each; and a double circuit 66,000-volt transmission line 
extending from the powerhouse to Mile 1 Tower 6; the location, nature, and 
character of which project works are more specifically shown and described by 
the exhibits hereinbefore cited and by certain oiher exhibits which also formed 
part of the application for license or for amendment thereof and which are 
designated and described as follows: 

Exhibit L.—Plans in twenty sheets comprising: 

Sheet No. 1 (F. P. C. No. 1980-11), entitled “Diversion dam”: Sheet No. 2 
(F. P. C. No. 1930-12), entitled “Intake trash racks at headworks”; Sheet No. 3 
(F. P. C. No. 1930-13), entitled “Intake gates” ; Sheet No. 4 (F. P. C. No. 1930-14), 
entitled “Intake and drainage tunnel inlets” ; Sheet No. 5 (F. P. C. No. 1930-15), 
entitled “Gate at lower end of drainage tunnel’; Sheet No. 6 (F. P. G. No. 1930- 
16), entitled “Sand box at head of flume No. 1”; Sheet No. 7 (F. P. G. No. 
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1930-17), entitled ‘““Concrete transition for ends of flume No. 1”; Sheet No. 8 
(F. P. C. No. 1930-18), entitled “Profile of flume No. 1”; Sheet No. 9 (F. P. C. 
No. 1930-19), entitled “Standard steel bents for flume No. 1”; Sheet No. 10 
(F. P. C. No. 1930-20), entitled “Covered concrete conduit No. 3”; Sheet No. 
11-1 (F. P. C. No. 1930-33), entitled “Flume No. 2-—Cow Creek”; Sheet No. 12 
(F. P. C. No. 1930-22), entitled “Steel and concrete flume No. 3”; Sheet No. 
i8-1 (F. P. C. No. 1930-34), entitled “Flume No. 4—Lucas Creek”; Sheet 
No. 14 (F. P. C. No. 1930-24), entitled “Flume No. 5—Dougherty Creek”; Sheet 
No. 15 (F. P. C. No. 1930-25), entitled “Flume No. 6—Starks Creek”; Sheet 
No. 16 (F. P. C. No. 1930-26), entitled “Forebay and tunnel sections”; Sheet 
No. 17 (F. P. C. No. 1930-27), entitled “Penstock”’; Sheet No. 18 (F. P. C. No. 
1930-28), entitled “Steel pipe spillway from forebay”; Sheet No. 19-1 (F. P. C. 
No. 1930-35), entitled “Plan of powerhouse and 66 kilovolt rack”; and Sheet 
No. 20-1 (F. P. C. No. 1980-36), entitled “Cross section of powerhouse and 66 
kilovolt rack’. (Sheets Nos. 1 to 10, inclusive, 12, and 14 to 18, inclusive, 
signed Southern California Edison Co., Ltd., by Harold Quinton, vice president, 
on April 11, 1945; Sheets 11-1, 13-1, 19-1, and 20-1 signed Southern Cali- 
fornia Edison Co., by H. W. Tice, vice president, on January 22, 1951.) 

Exhibit M-1: A typewritten statement in six sheets entitled “General descrip- 
tion and specifications of mechanical, electrical and transmission equipment” 
signed Southern California Edison Co., by H. W. Tice, vice president, on 
January 22, 1951. 

C. All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all rights the use or posses- 
sion of which is necessary or appropriate in the maintenance and operation of 
the project. 

D. The authorized installed capacity of the project is 33,500 horsepower. 

PARAGRAPH II. Article 20 of the license is hereby amended to read as 
follows: 

Article 20. Subject to the provisions of section 10 (e) of the act and the 
rules and regulations of the Commission thereunder, the licensee shall pay to 
the United States the following annual charges: 

A. For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, one cent per horsepower on the authorized installed 
capacity (33,500 horsepower), plus two and one-half cents per 1,000 kilowatt- 
hours of gross energy generated by the project during the calendar year for 
which the charge is made; 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission line rights- 
of-way, $213.62; and 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission line rights-of-way, $8.60. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in 
any way constitute a waiver of any other part, provision or condition of the 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license 
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amendment. In acknowledgment of the acceptance of this amendment, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Adopted: February 12,1952. Issued: February 14, 1952. 


Order issuing license (minor) 
Roger Hale 
Project No. 2080 


Application was filed April 2, 1951 by Roger Hale of Lakeside, Wash., for a 
license under the Federal Power Act (hereinafter referred to as the act) for 
constructed minor project No. 2080 located on North Fork of Twenty-five Mile 
Creek, tributary to Lake Chelan, and affecting private lands and lands of the 
United States (unsurveyed) in Chelan County, Wash.; said lands affected appear 
to be in Sec. 3 and 2, T. 28 N., R. 20 E., and Sec. 35, T. 29 N., R. 20 E., Willamette 
Meridian, within the Chelan National Forest. 

The project occupies 1.95 acres of the United States. 

The project consists of : 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined. 

(b) Project structures, comprising a loose-rock crib dam two feet high and 
20 feet long; a conduit 7,524.6 feet long composed of a ditch and concrete and 
steel pipe ; a small concrete powerhouse containing an 8-horsepower Pelton water 
wheel connected to a 7144-kilowatt generator ; and iron-pipe tailrace 350 feet long; 
and transmission lines 75 feet long to house and 250 feet long to barn. 

(c) All other structures, fixtures, or facilities used or useful in the main- 
tenance and operation of the project and located on the project area, and all 
rights and interests, the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 

Said lands and project works are more specifically shown and described by a 
certain map which formed a part of the application for license, and which is 
designated and described as follows: 

Evhibit K—(F. P. C. No. 2080-1) a map in one sheet entitled “Power project 
of Roger Hale, Lakeside, Wash.,” signed Roger Hale on December 12, 1950. 

A permit was granted by the State of Washington on December 20, 1949 for 
the use of the water of Twenty-five Mile Creek for power, irrigation, and domestic 
uses (Permit No. 5174). 

The project construction has been completed. 

There are no conflicting applications for permit or for license, and no govern- 
ment dam is involved. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chelan National Forest, has reported favorably on the appli- 
cation, and an Assistant Secretary of Interior has also made a favorable report 
upon the application. 

The Commission finds: 

(1) The applicant has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. 
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(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should presently be undertaken by the 
United States. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Chelan National 
Forest was created or acquired. 

(5) The installed capacity of the project is 8 horsepower, and the energy 
generated thereby is used in applicant’s home and farm operations. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part 1 of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued, without charge, to Roger Hale, of Lakeside, Wash., 
under section 4 (e) of the act, for a period of 10 years effective as of the first 
day of the month in which the accepted license is filed with the Commission, for 
the operation and maintenance of minor project No. 2080 upon lands of the 
United States within the Chelan National Forest, subject to the terms and condi- 
tions of the act which is hereby incorporated by reference as a part of this license 
(except that the terms and conditions of part I of the act referred to in finding 
(7) above are hereby waived to the extent therein specified), and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States”, which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as an additional article: 

Article 15. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structures 
and operation of the project in the interest of fish and wildlife resources as may 
be prescribed hereafter by the Commission upon the recommendations of the 
Secretary of the Interior, and The Department of Game of the State of 
Washington. 

(a) When the flow of the stream is 7 cubic feet per second or more at the 
dam, the licensee shall permit at least 5 cubic feet per second to pass the diver- 
sion dam down the natural stream bed, but when the flow is less than 7 cubic feet 
per second the licensee shall divert not more than 2 cubic feet per second through 
the project. 

(b) The licensee shall install and maintain a screen at the intake of the 
diversion system with a mesh of not less than 6 spaces to the inch. 

(C) Exhibit K (F. P. C. No. 2080) is approved us part of this license. 
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(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act. 

(BE) This license shall be accepted and returned to the Commission within 60 
days from date of issuance of this order. 


Adopted: February 12,1952. Issued: February 14, 1952. 











Order approving and directing disposition of accounting adjustments in addition 
to those in order of January 24, 1951 


Iowa Power & Light Co. 


3y order of January 24, 1951, the Commission approved the accounting dispo- 
sition of amounts totaling $7,187,566.36 classified by Iowa Power and Light Co. 
in accounts 100.5 (Plant acquisition adjustments) and 107 (Plant adjustments) 
in its reclassification and original cost studies of electric and gas plant accounts 
as of December 31, 1945, reserving the right to make a field examination and to 
require further accounting adjustments with respect thereto. 

A field examination of the reclassification and original cost studies was recently 
completed by our staff and certain additional adjustments were tentatively agreed 
upon with the Company representatives. These adjustments include changes in 
classification of certain adjustment amounts from account 100.5 to account 107, 
for which accounting disposition has already been made by the Company in 
compliance with the order of January 24, 1951. 

In addition, adjustments requiring book entries were tentatively agreed upon 
in amounts totaling $193,599.30 as of December 31, 1951, representing unrecorded 
retirements, errors in estimating quantities and prices, erroneous inclusion of 
property not owned, profit in fees of affiliated construction company, etc. These 
book adjustments will result in elimination of $181,903.98 from account 100.1, 
Electric plant in service, and $11,695.32 from account 100.1, Gas plant in service, 
and the total thereof will be classifiable as follows: 


Account 100.5, Electric plant acquisition adjustments 
Account 107, Electric plant adjustments__ 


. $136, 160. 02 
; peiecks 5, 743. 96 
Account 100.5, Gas plant acquisition adjustments___..___________ 11, 695. 32 


193, 599. 30 






On January 31, 1952, the Company filed its proposed journal entries to dispose 
immediately of these adjustments by a charge of $193,599.30 to account 271, 
Earned surplus. 

The Commission finds: 

The proposed disposition of amounts totalling $193,599.30 described above to 
account 271, Earned surplus, is reasonable and appropriate for the purposes of 
the Federal Power Act and the Natural Gas Act. 

The Commission orders: 

(A) The disposition of amounts totalling $193,599.30, described above by a 
charge to account 271, Earned surplus, be and the same hereby is approved and 
directed. 

(B) The Company shall submit, within 30 days from the date of this order, 
two certified copies of the accounting entries giving effect to the dispositions 
herein approved and directed. 
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(C) The Company shall submit on or before June 1, 1952, revised statements 
“F”’ of its reclassification and original cost studies of electric and gas plant 
accounts to show the detailed plant accounts as of December 31, 1945, reflecting 
all adjustments. 

Adopted: February 12, 1952. Issued: February i4, 1952. 


Determination for highway right-of-way under section 24 of the Federal 
Power Act 


Land Withdrawn in Power Site Classification No. 375 
Docket No. DA-117—-Wyoming—Wyoming Highway Department 


An application (Cheyenne 080415) was filed by the Wyoming Highway De- 
partment for a highway right-of-way under the act of November 9, 1921 (42 
Stat. 212,216), requiring a determination under section 24 of the Federal Power 
Act with respect to the affected portion of the following-described land: Sixth 
principal meridian, Wyoming: T. 38 N., R. 94 W., sec. 29, NWY4SE\4. 

The land, which is in the vicinity of the Big Horn River, is withdrawn in 
power site classification No. 375, dated August 25, 1945. 

The land was withdrawn for possible use for flowage purposes in connection 
with the proposed Boysen unit of the Missouri Basin project. Although it 
appears from available maps that the normal high water line of the reservoir 
to be created by the Boysen Dam now under construction on the Big Horn River 
will be approximately one-half mile downstream from the land, the land still 
has potential power value. 

Applicant proposes to use the land for improvement of a section of existing 
state road No. 320 from Shoshoni to Riverton, Wyo. 

The contemplated improvements will not materially affect the power value 
of the land. 

Interested Federal officials have reported on the application. 

The Commission determines: 

The value of the affected portion of the above-described land not already legally 
occupied by virtue of rights acquired prior to withdrawal of the land for power 
purposes will not be injured or destroyed for purposes of power development 
by location thereon of the proposed highway right-of-way, subject to the provi- 
sions of section 24 of the Federal Power Act, and subject to the stipulation that 
if and when the land is required for purposes of power development by the United 
States or its permittees or licensees, the transferee of the proposed highway 
right-of-way shall relocate and reconstruct at its own expense as much of the 
highway as muy be necessary to avoid interference with such power development. 


Adopted: February 12,1952. Issued: February 14, 1952. 


Order permitting substitution of proposed tariff sheets for suspended sheets and 
suspending proposed new sheets 


Central Kentucky Natural Gas Co. 
Docket No. G-1791 


The Commission pursuant to the authority contained in section 4 of the Natural 
Gas Act, by order issued September 12, 1951, suspended and deferred the use of 
Central Kentucky Natural Gas Company’s (Central Kentucky) proposed F. P. C. 
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gas tariff, second revised volume No. 1, until February 17, 1952, and until such 
further time as such tariff might be made effective in the manner prescribed by 
the Natural Gas Act, and ordered that a hearing concerning the lawfulness of 
Central Kentucky’s F. P. C. gas tariff, second revised volume No. 1 be held upon 
a date to be fixed by further order of the Commission. 

On February 6, 1952, Central Kentucky filed with this Commission proposed 
first revised sheet Nos. 7 and 8 to its F. P. C. gas tariff, second revised volume 
No. 1, and requested permission, pursuant to section 154.66 of the Commission’s 
regulations under the Natural Gas Act (18 CFR 154.66), that such filing of Febru- 
ary 6, 1952, replace and supersede original sheets Nos. 7 and 8 of its F. P. C. gas 
tariff, second revised volume No. 1, which was suspended by Commission order 
issued September 12, 1951. 

The filing of February 6, 1952, would reduce the increase in the charge for 
natural gas service, as applied for in said suspended Central Kentucky F. P. C. 
gas tariff, second revised volume No. 1, from approximately $1,906,000 to 
$1,406,000, or by approximately $500,000, based upon sales made during the year 
1950. The reduction in the increase applied for is estimated to be approximately 
$700,000, based upon the sales made during the year 1951. 

Central Kentucky’s suspended rate increase application averred that the rate 
increase therein applied for was necessitated principally by the impact upon its 
purchased gas costs, of the rate increase application filed with the Commission 
by its supplier, United Fuel Gas Co. (United Fuel). By order issued February 
5, 1952, In the Matter of United Fuel Gas Company, Docket No. G-—1781, 11 
F. P. C. 779, the Commission granted United Fuel’s application for permission 
to reduce its rate increase application under suspension in said docket by ap- 
proximately $2,200,000, based on operations for the year 1951. As a result, 
Central Kentucky now seeks, by means of said first revised sheets Nos. 7 and 8, 
to reduce its suspended rate increase application to reflect the changes in its 
purchased gas costs which it claims result from said order issued February 5, 
1952, in docket No. G—1781. 

The Commission finds: 


(1) Special permission should be granted for the filing of said proposed first 
revised sheets Nos. 7 and 8 to Central Kentucky’s F. P. C. gas tariff, second re- 
vised volume No. 1, as requested. 


(2) It is necessary and proper in the public interest and to aid in carrying out 
the provisions of the Natural Gas Act, that the hearing heretofore ordered by 
the Commission with respect to the lawfulness of Central Kentucky’s F. P. C. 
gas tariff, second revised volume No. 1, shall concern the lawfulness of said 
tariff as amended by said first revised sheets Nos. 7 and 8, and that first revised 
sheets Nos. 7 and 8, and the rate schedule contained therein, should be suspended 
as hereinafter provided and the use thereof be deferred pending hearing and 
decision thereon. 

The commission orders: 

(A) Central Kentucky be and it hereby is permitted to file first revised sheets 
Nos. 7 and 8 to its F. P. C. gas tariff, second revised volume No. 1, to replace 
original sheets Nos. 7 and 8 contained in Central Kentucky’s F. P. C. gas tariff, 
second revised volume No. 1, which tariff was suspended by order of the Com- 
mission issued September 12, 1951. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
the public hearing heretofore ordered to be held upon a date to be fixed by fur- 


1The rate increase application under suspension proposed an annual increase in charges 
of $2,277,000 based on sales made during the twelve-month period ending June 30, 1951, 
and $2,860,000 based upon the estimated sales during the twelve-month period ending 
June 30, 1952. 
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ther order of the Commission concerning the lawfulness of the rates, charges, 
and classifications, subject to the jurisdiction of the Commission, contained in 
the aforesaid Central Kentucky's F. P. C. gas tariff, second revised volume No. 1 
and suspended by order of the Commission issued September 12, 1951, shall con- 
cern the lawfulness of said tariff as amended by said first revised sheets Nos. 
7 and 8. 

(c) Pending such hearing and decision thereon, said first revised sheets Nos. 
7 and 8, as filed on February 6, 1952, to Central Kentucky's F. P. C., gas tariff, 
second revised volume No. 1, subject to the jurisdiction of the Commission, be 
and they are hereby suspended and the use thereof deferred until February 17, 
1952, and until such further time thereafter as said Central Kentucky's F. P. C. 
gas tariff, second revised volume No. 1, as amended by said first revised sheets 
Nos. 7 and 8, might be made effective in the manner prescribed by the Natural 
Gas Act. 


Adopted: February 14, 1952. Issued: February 13, 1982. 





February 14, 1952 
Order making effective increased rate tariff upon furnishing of bond 
Hope Natural Gas Co. 
Docket No. G-1779 


On July 25, 1951, Hope Natural Gas Co. (Hope) filed with the Commission 
certain revised sheets to its F. P. C. gas tariff, original volume No. 1, designated 
as fourth revised sheet No. 3, second revised sheet No. 3—A, third revised sheet 
No. 4 and second revised sheet No. 4-A, setting forth therein its proposed rate 
schedules H-1A, H-1B, H-2A and H-2B, respectively. The proposed rate 
schedules would increase the presently effective rates and charges to Hope’s 
interstate wholesale customers. 

Section 4 (e) of the Natural Gas Act provides that whenever a new rate 
schedule is filed, the Commission shall have authority to enter upon a hearing 
concerning the lawfulness of the same; and that pending such hearing and 
the decision thereon, the Commission may suspend the operation of the new rate 
schedule, “but not for a longer period than five months beyond the time when it 
would otherwise go into effect.” Said section further provides: 


If the proceeding has not been concluded and an order made at the ex- 
piration of the suspension period, on motion of the natural-gas company 
making the filing, the proposed change of rate, charge, classification, or 
service shall go into effect. Where increased rates or charges are thus made 
effective, the Commission may, by order, require the natural-gas company 
to furnish a bond, to be approved by the Commission, to refund any amounts 
ordered by the Commission, to keep accurate accounts in detail of all 
amounts received by reason of such increase, specifying by whom and in 
whose behalf such amounts were paid, and, upon completion of the hearing 
and decision, to order such natural-gas company to refund, with interest, 
the portion of such increased rates or charges by its decision found not 
justified. 


On August 29, 1951, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Hope, the Commission 
issued an order suspending the aforementioned revised tariff sheets until 

am 


February 1, 1952, and until such further time thereafter as such revised tariff 
sheets might be made effective in the manner prescribed by the Natural Gas Act. 
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The proceeding instituted for the purpose of determining the lawfulness of such 
increased rates has not been concluded or a decision rendered therein. 

On January 22, 1952, Hope filed a motion requesting that the changes of rates 
go into effect at the expiration of the suspension period, to-wit, on February 
1, 1952. 

The Commission finds: 

It is appropriate and necessary in carrying out the provisions of the Natural 
Gas Act and in the public interest to require that Hope refund, with interest at 
the rate of 6 percent per annum, to those entitled thereto, any portion of the in- 
creased rates or charges found by the Commission in this proceeding not justi- 
fied ; that Hope bear all expense of any such required refunding; that Hope keep 
accurate accounts in detail of all amounts received by reason of the increased 
rates and charges made effective on February 1, 1952, specifying by whom and in 
whose behalf all such amounts were pajd, reporting the same to the Commission 
monthly for each billing period; and that Hope furnish a corporate bond satis- 
factory to the Commission in the amount and conditioned as hereinafter ordered. 

The Commission orders: 

(A) Hope Natural Gas Co. shall refund to those entitled thereto any portion 
of the increased rates and charges made effective as of February 1, 1952, found 
by the Commission in this proceeding not justified, with interest at the rate of 
6 percent per annum from the date of payment to Hope until refunded; shall 
bear all costs of any such refunding; shall keep accurate accounts in detail of 
all amounts received by reason of sucb increased rates and charges for each bill- 
ing period, specifying by whom and in whose behalf such amounts were paid, and 
reporting the same in writing and under oath to the Commission monthly for 
each billing period; and shall, within 15 days from the date of issuance of this 
order, execute and file with the Secretary of the Commission a corporate bond, 
satisfactory to the Commission, in the amount and conditioned as set out in 
paragraph (B) hereof. 

(B) By said corporate bond, Hope, its surety, and their successors and assigns, 
jointly and severally, shall be held and firmly bound unto the Federal Power 
Commission, for the use and benefit of those entitled thereto, in the sum of 
$500,000 ; and said bond shall contain the following provisions : 

“The condition of this obligation is such that: 

“Whereas, Hope Natural Gas Co. (herein called Hope) on July 25, 1951, filed 
with the Federal Power Commission (herein called the Commission) certain re- 
vised sheets to its F. P. C. gas tariff, original volume No. 1, designated as fourth 
revised sheet No. 3, second revised sheet No. 3—A, third revised sheet No. 4 
and second revised sheet No. 4-A, setting forth therein its proposed rate sched- 
ules H-1A, H-1B, H-2A and H-2B, respectively, increasing the presently effec- 
tive rates and charges subject to the jurisdiction of the Commission to Hope’s 
interstate wholesale customers as shown by such gas tariff; and 

“Whereas, by order issued August 29, 1951, the Commission suspended the op- 
eration of said tariff sheets, and ordered a hearing to be held concerning the 
lawfulness of the proposed rates, charges, and classifications, subject to the juris- 
diction of the Commission, as set forth in said revised sheets, and by said order 
issued August 29, 1951, the use of such revised sheets was deferred until February 
1, 1952 and thereafter until such further time as such revised sheets might be 
made effective in the manner prescribed by the Natural Gas Act; and 

“Whereas, a hearing has not been held and the proceeding has not been con- 
cluded, and on January 2, 1952, Hope, pursuant to the provisions of section 4 (e) 
of the Natural Gas Act, having filed a motion to make the changes in rates 
effective as of February 1, 1952; and 
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“Whereas, the Commission, in response to said motion, on February 14, 1952, 
adopted its order making the rates, charges, and classifications set forth in said 
revised sheets to Hope’s F. P. C. gas tariff effective as of February 1, 1952, sub- 
ject to Hope’s furnishing a bond in the sum of $500,000, satisfactory to the 
Commission, and required that Hope refund any portion of the increased rates 
and charges made effective as of February 1, 1952, found by the Commission in 
docket No. G-1779 not justified ; 

“Now, therefore, if Hope Natural Gas Co. shall, in conformity with the terms 
and conditions of the order adopted on February 14, 1952, by the Federal Power 
Commission in docket No. G—1779, well and truly repay at such times and in such 
amounts, to the persons entitled thereto, and in such manner as may be required 
by the final order of the Commission in said proceeding, subject to court review 
thereof, any portion of such rates or charges collected by Hope Natural Gas Co. 
after February 1, 1952, as such final order may find not justified, together with 
interest thereon at the rate of 6 percent per annum from the date of payment 
thereof to Hope Natural Gas Co. until refunded, and shall otherwise comply with 
the provisions of the Natural Gas Act relating thereto, then this obligation shall 
be void, otherwise to remain in full force and effect.” 

(C) Upon the execution by Hope of such bond and upon approval of such bond, 
evidenced by letter addressed to Hope by the Secretary of the Commission, the 
rates, charges, and classifications set forth in the aforesaid fourth revised sheet 
No. 3, second revised sheet No. 3—A, third revised sheet No. 4 and second revised 
sheet No. 4-A to its F. P. C. gas tariff, original volume No. 1, shall be effective 
as of February 1, 1952, subject to further orders of the Commission in this 
proceeding. 


Adopted: February 14, 1952. Issued: February 15, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—1677 


On April 24, 1951, Colorado Interstate Gas Co. (applicant) filed an application, 
supplemented on July 26, 1951, for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of the following natural-gas pipe-line facilities, subject to the 
jurisdiction of the Commission : 

(a) Proposed for 1951: 

(1) 6600 horsepower compressor station in the West Texas Panhandle field 
(Fourway compressor station) in lieu of the 4800 horsepower station previously 
authorized at docket No. G-1326. 

(2) An additional 1320 horsepower compressor unit at applicant’s existing Kit 
Carson compressor station. 

(3) An additional 30 miles of 20-inch loop line on applicant’s existing Kit 
Carson-Denver pipe line. 

(4) 22 miles of six-inch lateral line from applicant’s recently constructed 
Panhandle-Kit Carson pipe line to applicant’s existing system facilities near 
Fort Lyon, Colo., together with the necessary metering facilities.’ 

(b) Proposed for 1952: 

(1) Addition of 2640 horsepower compressor units at applicant’s Fourway 
compressor station. 


1 As amended at the hearing by applicant to conform to its proof. 
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(2) An additonal 1320 horsepower compressor unit at applicant’s Kit Carson 
compressor station. 

*(3) 18 miles of 20-inch loop line on applicant’s Kit Carson-Denver pipe line. 

Pursuant to due notice, a public hearing was held in Washington, D. C., com- 
mencing on December 3, 1951 and concluding on December 5, 1951, concerning the 
matters involved and the issues presented by the application. Public Service Co. 
of Colorado was permitted to intervene and favored the granting of the applica- 
tion. There were no protests against the application. 

Temporary authorization for the construction and operation of the facilities 
proposed to be constructed in 1951 was granted by the Commission by telegram 
dated December 21, 1951. 

Applicant estimated the following annual requirements for its entire system: 
(Ex. D-1 to application )? 


(M. ¢. f.) 


Rocky Mt. Area.....---. ed Sich deiuile Nate hail A 72, 650, 516 | 86, 585, 103 
Panhandle Area : : ¥ . . es SEs amis - 35, , 18 54, 486, 741 


Estimated 


| ] . 
1951 | 1952 1953 1954 | 1955 1956 
a res ‘ ‘ -|- 


Rocky Mt. Area_- ws ..| 92, 663, 000 |104, 892, 000 | 108, 076, 000 |112, 378, 000 |117, 712, 000 120, 596, 000 
Panhandle Area... --.-.-- one 65, 411, 000 | 67,055,000 | 67, 481,000 | 67, 944,000 | 68,311,000 | 68, 631, 000 


Total oa a .--|158, 074, 000 |171, 947, 000 557, 000 |180, 322, 000 | 186, 023, 000 |189, 227, 000 


Applicant estimated its total peak-day firm requirements as follows: (Ex. D-2 
to application) .? 


—- 
| Actual | Estimated 
1 ! 


— 7 - 
1949-50 1950-51 1951-52 | 1952-53 1953-54 1954-55 | 1955-56 


| 


Rocky Mt. Area ; ..-| 337,812 | 367,490 | 410,643 | 435,839 | 452,140 | 471,924 | 489, 188 
Panhandle Area -..-| 144,864 | 210,715 | 228,467 | 230,067 | 231,217 | 231,917 | 232, 817 


TR iciniinn -------| 482, 676 578, 205 639, 110 | 665, 906 | I 703, 841 | 722,005 
| 


These estimates were prepared early in 1951 and were not revised in prepara- 
tion for the hearing; and actual 1951 deliveries were running ahead of the 
estimates. 

Contrasted with these estimates of its market requirements, applicant esti- 
mated its total annual withdrawals from its existing reserves in the Hugoton, 
Kans., and Panhandle, Tex., fields as follows: 

(M. c. f.) —1951, 154,707,000 ; 1952, 170,273,000 ; 1953, 174,123,000 ; 1954, 174,602,- 
000 ; 1955, 175,209,000 ; 1956, 175,954,000. 

On its face, these withdrawals are insufficient to meet the above-mentioned 
requirements as estimated by applicant particularly for 1954 and beyond. Fur- 

*Added by order issued March 14, 1952. 


2 These estimates do not include deliveries by applicant to Amarillo Oil Co. under the 
so-called “C” contract. 
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ther, the staff introduced evidence in this proceeding to show that the withdrawals 
would not be as large as estimated by applicant. Staff’s exhibits show that appli- 
cant will be unable to withdraw sufficient gas to meet its 1952-53 firm peak-day 
requirements and that the deficiency for 1953 on an annual basis will be between 
9 and 10 million M. c. f. 

30th at the hearing and in its brief, applicant recognizes that it will require 
additional sources of gas supply to meet its estimated future market re- 
quirements. 

The construction of the facilities proposed in 1951 will increase the capacity 
of applicant’s Rocky Mountain system from about 368,000 M. c. f. per day to 
approximately 425,000 M. c. f. per day, including fuel and lost and unaccounted 
for gas. The construction of the facilities proposed in 1952 will increase the 
capacity of this same system to approximately 452,000 M. c. f. per day, including 
fuel and lost and unaccounted for gas. 

It is applicant’s position that the facilities sought to be constructed under the 
instant application are sufficient to meet applicant’s 1953-54 estimated firm peak- 
day requirements and that the gas withdrawals from its existing sources of supply 
are sufficient to meet its requirements both on a peak-day and on an annual basis 
through 1953. Applicant assumes that it can meet its firm peak-day requirements 
by overproducing its wells, but any overproduction will have to be compensated 
for by underproduction, thus limiting the total annual withdrawals. Applicant 
stated both on the record and in its brief that if any deficiency on an annual basis 
arose, it would be necessary to curtail the industrial interruptible load. Also, 
applicant’s witness stated that deliveries to Natural Gas Pipeline Co. of America 
are subject to prior deliveries to Amarillo Oil Co. and to applicant’s Rocky 
Mountain markets. 

Without attempting at this time to determine whether applicant’s or the staff's 
estimate of applicant’s gas supply and deliverability is the correct measure, it 
is obvious that even on applicant’s own showing, applicant has a deficiency in its 
gas supply as measured by either standard and any certificate of public con- 
venience and necessity to be issued in this proceeding must be conditioned to 
protect all of applicant’s existing firm customers against an impending gas 
supply shortage. 

The record here shows and the Commission is aware of the fact that a sub- 
stantial portion of the proposed 1951 facilities was constructed without Com- 
mission authorization. 

It appears further that applicant will be required by demands on its system 
to operate all of its compressor stations in excess of the rated horsepower capacity 
installed, and that, save for one spare unit at its Lakin compressor station, appli- 
cant has no other standby compressor units. 

The estimated overall cost of the 1951 proposed facilities is $1,945,700 and of 
the 1952 proposed facilities is $1,483,832 or a total of $3,379,532, to be financed 
out of cash on hand or current financing. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Colorado Springs, Colo., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Kansas, Texas, New 
Mexico, Oklahoma, and Colorado, and by such operations, applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 

and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of June 5, 1945, in 
docket No. G—294, 4 F. P. C. 936, and order of February 28, 1951 in docket 
No. G—1326. 10 F. P. C. 778. 
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(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, as integral parts of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Public convenience and necessity require the construction and operation 
of the proposed facilities subject to the following condition, in order to assure 
that existing firm customers attached to applicant’s system will receive adequate 
service: 

Applicant shall not attach any new or additional firm or interruptible customer 
(direct or resale) nor render any additivnal service to any existing customer 
beyond the service shown for the year 1953 in exhibit D-1 and for the 1952-53 
peak day in exhibit D-2 to the application herein, unless the Commission may 
otherwise order for good cause shown. 

(5) The Commission having omitted the intermediate decision procedure 
herein by order of December 20, 1951, for the reasons therein stated, the Com- 
mission should forthwith render the final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant, authorizing it to construct and operate the facilities herein- 
before described, all as more fully described in the application herein, as amended 
at the hearing, subject to the terms and conditions hereinafter set forth. 

(B) Applicant shall not attach any new or additional firm or interruptible 
customer (direct or resale), nor render any additional service to any existing 
customer beyond the service shown for the year 1953 in exhibit D-1 and for 
the 1952-53 peak day in exhibit D-—2 to the application herein, unless the Com- 
mission may otherwise order for good cause shown. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
dates of completion of the construction of the facilities hereinbefore described, 
together with the dates of commencement of operation thereof. 

(D) Nothing in this order is to be construed as a waiver of any sanctions 
which may be imposed pursuant to the provisions of the Natural Gas Act against 
applicant, its agents and officers, or any of them, for the unauthorized construc- 
tion of certain of the facilities subject to this certificate. 

(E) The certificate hereby issued is not transferable and shall be effective 
only so long as applicant continues the operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, and any pertinent rules, regu- 
lations, or orders hereinbefore or hereafter issued by the Commission. 


Adopted: February 20,1952. Issued: February 21, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-1760 


On August 10, 1951, Cities Service Gas Co. (applicant) filed an application 
for a certificate of public convenience and necessity, and a supplement thereto 
on December 14, 1951, pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of approximately 5 miles of pipeline extending 
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from applicant’s Wichita station to the Gill plant of Kansas Gas and Electric 
Co., consisting of (1) approximately 2 miles of existing 10-inch pipe and (2) 
approximately 15,000 feet of 16-inch to be constructed, extending from a point 
of connection with the existing 10-inch line to the said Gill plant, all in Sedgwick 
County, Kans. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 18, 1952, respecting the matters involved and the issues presented by 
the application and supplement. No protests to the application have been received. 

Applicant proposes by means of the described facilities to serve the Gill plant 
of Kansas Gas and Electric Co. natural gas on an interruptible basis for use as 
fuel in its said plant ; maximum daily demands annual requirements, and annual 
sales are estimated as follows: 


| : 
[po , Maximum Annual Estimated 
M. C.F.) Ye: 
(M F.) Year daily demand| requirements | annual sales 


| 3, 188, 406 


Fe iciitidictiinneipniatanh econ seacuiedia . 12, 000 3, 600, 000 
| 9, 600, 000 | 8, 309, 179 


BPE Bis. s dtintiiotisnatnaduhenens ees + 32, 000 


In the rendition of the contemplated service applicant proposes to utilize 
approximately 2 miles of 10-inch gas pipeline authorized to be abandoned by 
the Commission’s Order issued May 15, 1951, Jn the Matter of Cities Service Gas 
Company, Docket No. G—1590, 10 F. P. C. 974, which proposal is construed to 
be a request for authority to operate said 2 miles of 10-inch pipeline. 

The Commission finds : 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on December 
28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described, namely 15,000 feet of 16-inch and 
2 miles of 10-inch pipeline, are proposed to be used for the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of applicant’s existing pipeline system, and the construc- 
tion and operation thereof by applicant are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(3) The public interest requires that the facilities hereinbefore described for 
the transportation of natural gas in interstate commerce to the Gill plant of 
the Kansas Gas and Electric Co. should not be utilized for the transportation 
of more than 8,309,179 M. ce. f. annually, unless the Commission shall otherwise 
order for good cause shown. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 
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(6) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
and exhibits appended thereto, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) The facilities hereby authorized to be constructed and operated for the 
transportation of natural gas to the Gill plant of the Kansas Gas and Electric 
Co. shall not be utilized for the transportation of more than 8,309,179 M. c. f. 
annually, unless the Commission shall otherwise order for good cause shown. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
completion of the construction of the facilities hereinbefore described together 
with the date of commencement of operations. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 


Adopted: February 20, 1952. Issued: February 21, 19852. 


Findings and order issuing certificate of public convenience and necessity 
Consolidated Gas Utilities Corp. 
Docket No. G—1859 


On December 21, 1951, Consolidated Gas Utilities Corp. (Consolidated), a Del- 
aware corporation having its principal place of business at the Braniff Building, 
Oklahoma City, Okla., filed an application, as supplemented on January 14 and 
30, 1952, for a certificate of public convenience and necessity, pursuant to section 
7 of the Natural Gas Act, authorizing the construction, acquisition and operation 
of certain natural-gas facilities, to wit: to acquire by purchase a 2,950 horse- 
power compressor station and appurtenances thereto, located in Wheeler County, 
Tex., together with six miles of installed 20-inch gas pipeline extending from said 
compressor station to the Lefors plant of Phillips Petroleum Company (Phillips) ; 
and to construct approximately 814 miles of 16-inch pipeline extending from said 
compressor station to a point of connection with Consolidated’s existing natural- 
gas pipeline system in Wheeler County, Tex.; and the operation of the facilities 
to be so acquired and constructed. 

Consolidated proposes to purchase natural gas from Phillips at or near Phil- 
lips’ Lefors plant, and to transport such natural gas by means of the facilities it 
proposes to acquire and construct to its existing pipeline system. 

Consolidated estimates that the total capital cost of the facilities to be acquired 
and constructed as herein proposed will be approximately $601,542.00. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 15, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Consolidated, a Delaware corporation having its principal place of business 
at the Braniff Building, Oklahoma City, Okla., owns and operates, among other 
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facilities, a natural-gas transmission pipeline system located in the States of 
Texas, Oklahoma, and Kansas, and by such operations is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of December 5, 1942, in docket No. 
G—429. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Consolidated’s existing pipeline system, and the 
acquisition, construction and operation thereof by Consolidated are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Consolidated is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Consolidated having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed acquisition, construction and operation by Consolidated of 
the facilities hereinbefore described are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter conditioned 
and ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing Consolidated to acquire, construct and operate the facilities 
as hereinbefore described, all as more fully described in the application, as sup- 
plemented, in this proceeding, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) Consolidated shall report to the Commission, in writing and under oath, 
the date of acquisition of facilities herein authorized to be acquired and the 
completion date of the facilities herein authorized to be constructed, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as Consolidated continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: February 20, 1952. Issued: February 21, 1952. 





Order authorizing transmission of electric energy to Mexico and superseding 
previous authorization 


Compania Electrica Matamoros, S. A., and Central Power & Light Co. 
Docket No. IT-5656 


On January 14, 1952 Compania Electrica Matamoros, S. A., (Matamoros Co.) 
of Matamoros, Tamaulipas, Mexico, and Central Power & Light Co. of Corpus 
Christi, Tex. (hereinafter “applicants”), filed a joint application for authority 
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to transmit additional electric energy from the United States to Mexico, pursuant 
to section 202 (e) of the Federal Power Act, for use, distribution and resale by 
the Matamoros Company in Matamoros, Mexico, and vicinity. 

Pursuant to section 202 (e) of the Federal Power Act, the Commission by order 
dated June 1, 1950, as modified by order dated June 5, 1951, authorized the 
applicants to transmit electric energy from the United States to Mexico in an 
amount not in excess of 30,000,000 kilowatt-hours per year at a rate not to 
exceed 10,000 kilowatts, and applicants now seek to have the limit changed to 
an amount not to exceed 50,000,000 kilowatt-hours per year at a rate not in 
excess of 16,000 kilowatts. 

Central Power & Light Co. will transmit the electric energy over its trans- 
mission lines in Texas to points near Brownsville where delivery will be made 
to Matamoros Co., under the terms and conditions of the agreement between 
applicants, dated January 2, 1952, filed as an exhibit to the application. 
Matamoros Co. will transmit such energy to Matamoros, Mexico, over the facili- 
ties covered by the Presidential Permits signed by the President of the United 
States on August 26, 1941, February 18, 1948, and April 14, 1951. 

Matamoros Co. is entirely dependent for its electric energy supply on Central 
Power & Light Co. and the presently authorized transmission of such energy 
is inadequate due to the industrial and agricultural growth of the area and the 
increase in consumers and usage of electric energy in Matamoros and vicinity. 

Notice of the filing of the application was given to interested State officials 
and was also published in the Federal Register on February 2, 1952, 17 F. R. 
1067, and no protest or request for hearing thereon was received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the 
coordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission Orders: 

(A) Applicants be and they hereby are authorized to transmit electric energy 
from the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 50,000,000 
kilowatt-hours per year and at a rate not in excess of 16,000 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the dates of termination or expiration of the 
Presidential Permits signed by the President of the United States on August 26, 
1941, February 18, 1948, and April 14, 1951, and referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such 
form and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tem- 
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porarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of the lawful authority vested in the State, State regulatory commission or the 
Republic of Mexico over applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) This order shall supersede the orders dated June 1, 1950 and June 5, 1951, 
referred to above. 

idopted: February 20, 1952. Issued: February 21, 1952. 


Order granting motion for omission of intermediate decision procedure 
Alabama-Tennessee Natural Gas Co. 
Docket No. G-585 


On January 30, 1952, during the course of the hearing herein, Commission 
staff counsel moved that the Commission omit the intermediate decision pro- 
cedure and forthwith render its final decision, pursuant to the provisions of 
section 1.30 (c) of the Commission’s rules of practice and procedure. The 
motion was objected to by counsel for Alabama-Tennessee Natural Gas Co. 
(Alabama-Tennessee). 

In support of his motion, Commission staff counsel urges that it is imperative 
that the interim basis upon which Alabama-Tennessee is charging for natural 
gas service to its customers be terminated at the earliest possible date and that 
the company’s permanent tariff be instituted both for the benefit of the company 
and in the public interest. 

The record reveals that Alabama-Tennessee, since November 1, 1950, has been 
operating under a tariff, filed with the Commission for the purpose of complying 
with the condition set forth in the Commission’s order issued July 2, 1948, and 
allowed by the Commission’s order issued June 16, 1950, to become effective as 
an interim tariff for a period of 14 months in order that the experience gained 
by Alabama-Tennessee during the 14-month period “will afford a basis for data 
for considering further what constitutes in this case a satisfactory tariff com- 
plying with the certificate rate condition and meeting the standards prescribed 
by the Natural Gas Act” ; that the proposal of Alabama-Tennessee, as represented 
by its filing of November 28, 1951, to continue in effect without change, the 
interim rates and charges which were due to expire on December 31, 1951, does 
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not represent satisfactory compliance with the certificate rate condition and 
does not meet the standards of the Natural Gas Act, as determined in the 
Commission’s order issued December 28, 1951, herein; and that the proposal of 
Alabama-Tennessee, as represented by its filing of January 14, 1952, whereby 
the company proposes to increase the rates and charges for natural gas service 
over that which would be charged by the company under its interim rates if 
applied to the estimated sales for the year 1952, is supported by the same data 
as the November 28, 1952, filing and is likewise not satisfactory compliance with 
the certificate rate condition as determined in the Commission’s order adopted 
January 31, 1952. 

By the Commission’s orders of December 28, 1951, and January 31, 1952, the 
filings of November 28, 1951, and January 14, 1952, were rejected and the period 
of effectiveness of the company’s interim tariff was extended for one month to 
and including January 31, 1952, and for two months to and including March 31, 
1952, respectively. 

The present hearing commenced on January 14, 1952, and concluded on Febru- 
ary 13, 1952. The presiding examiner fixed March 3, 1952, as the date for the 
filing of initial brief by the company, March 14, 1952, as the date for the filing 
of main or reply brief by the Commission staff, and March 24, 1952, as the date 
for the filing of rebuttal brief by the company. 

The record reveals that the communities now being served with natural gas 
by Alabama-Tennessee oppose the continuance of the presently effective rates 
and charges, or the proposed increase in charges, alleging as a primary reason 
that retail rates being charged local consumers were based on the rates origi- 
nally proposed to be charged by Alabama-Tennessee in the certificate proceedings 
and that the communities are not able to increase rates to consumers if they are 
to meet the competition of electricity, oil and coal. In addition thereto, some 
of the communities claim that further continued effectiveness of the interim 
rates of Alabama-Tennessee will have a serious adverse impact upon their 
ability to meet their financing commitments. 

Upon consideration of the said motion of Commission staff counsel, the objec- 
tions of Alabama-Tennessee thereto, and the record of the proceeding herein, the 
Commission finds: 

(1) The record in this proceeding shows that adherence to the intermediate 
decision procedure herein will require a further extension of the period of 
effectiveness of the interim tariff, and that such further extension may have 
irreparable effect upon the ability of Alabama-Tennessee’s several municipally- 
owned customer utilities to meet their financial obligations. 

(2) It is in the public interest that a prompt decision be had in this proceeding 
and due and timely execution of its functions imperatively and unavoidably 
requires that the Commission omit the intermediate decision procedure and 
render its final decision forthwith in this proceeding. 

The Commission orders: 

(A) Pursuant to section 8 (a) of the Administrative Procedure Act, and 
section 1.30 (c) of the Commission’s rules of practice and procedure, the inter- 
mediate decision procedure in this proceeding be and the same is hereby omitted. 

(B) The briefs shall be filed on the dates heretofore fixed by the presiding 
examiner. 


Adopted: February 20,1952. Issued: February 25, 1952 
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Order authorizing transmission of electric energy to Mexico and superseding 
previous authorization 


La Junta Federal de Mejoras Materiales and Central Power & Light Co. 
Docket No. IT-6083 


La Junta Federal de Mejoras Materiales (La Junta), a governmental agency of 
the Republic of Mexico, and Central Power & Light Co. of Corpus Christi, Tex., 
filed a joint application on November 13, 1951 and supplement thereto on January 
10, 1952, for authority to transmit additional electric energy from the United 
States to Mexico, pursuant to section 202 (e) of the Federal Power Act. 

Pursuant to section 202 (e) of the Federal Power Act, the Commission by 
order dated September 20, 1950, authorized the applicants to transmit electric 
energy from a point in Laredo, Tex., to a point on the international boundary, 
United States and Mexico, adjacent to Nuevo Laredo, Tamaulipas, Mexico. 

The amount of electric energy authorized to be transmitted by the above- 
referenced order is limited to 10,000,000 kilowatt-hours per year at a rate not 
in excess of 1,800 kilowatts, and the applicants now seek to have the limit changed 
to an amount not to exceed 15,000,000 kilowatt-hours per year at a rate not in 
excess of 3,000 kilowatts. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated as of October 18, 1951, between 
the applicants, filed as an exhibit to the application. 

Central Power & Light Co. will transmit the electric energy over its transmis- 
sion lines in Texas to a point in Laredo, Tex., where delivery will be made to 
La Junta, which will transmit such energy to Nuevo Laredo, Tamaulipas, Mexico, 
over the facilities covered by the Presidential Permit signed by the President 
of the United States on May 20, 1944. 

The applicants represent that the presently authorized transmission is in- 
adequate due to the large increase in load in Nuevo Laredo and the surrounding 
area and because La Junta does not have sufficient generating capacity to supply 
such additional requirements. 

Notice of the filing of the application was published in the Federal Register 
on February 2, 1952 (17 F. R. 1067) and given to interested State officials, and 
no protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the 
coordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission orders: 

(A) The applicants be and they hereby are authorized to transmit electric 
energy from the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which the applicants are hereby authorized to trans- 
mit from the United States to Mexico shall be in an amount not in excess of 
15,000,000 kilowatt-hours per year at a rate not to exceed 3,000 kilowatts. 

(C) The authorization herein granted may be modified from time to time, or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit authorizing the operation, maintenance, and connection of the 
facilities used in the transmission of the electric energy herein authorized. 

(D) The applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or Orders issued by the Commission. 
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(E) The applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and in 
such form and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter in the event of the involuntary trans- 
fer of facilities used hereunder by operation of law (including such transfers 
to receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied by 
a statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or Mexico, for the exercise of the lawful 
authority vested in such State, State regulatory commission or Mexico, over 
applicants. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion or any other regulatory body with respect to rates, service, accounts, valua- 
tion, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(1) This order shall supersede the order dated September 20, 1950, in this 
matter, except insofar as that order relates to the substitution of La Junta as 
the holder of the Presidential Permit referred to above. 

Adopted: February 20, 1952. Issued: February 21, 1952. 


Order terminating investigation under section 10 (f) of the Federal Power Act 


The Montana Power Co., The Washington Water Power Co., Puget Sound Power 
& Light Co., and Pend Oreille Mines & Metals Co. 


Docket No. E-6404 


Puget Sound Power & Light Co.’s Rock Island project No. 948 is located 
at river mile 453 on the Columbia River. The Washington Water Power Co.’s 
Chelan project No. 687 is located at river mile 4 on the Chelan River, a tributary 
of the Columbia, entering the latter river at mile 503. The Grand Coulee Dam 
constructed by the United States is located at river mile 600 on the Columbia 
River. Pend Oreille Mines and Metals Co.’s Metaline Falls project No. 1393 
is located at river mile 28 on the Pend Oreille River, a tributary of the Columbia 
River, entering the latter river at mile 748. The Montana Power Co.’s Flathead 
project No. 5 is located on the Flathead River 318 river miles above the mouth of 
Pend Oreille River, the Flathead River being a tributary of the Clark Fork River 
which latter river becomes the Pend Oreille River at the outlet of Pend Oreille 
Lake. 

By order issued June 28, 1950 the Commission instituted an investigation 
pursuant to the provisions of the Federal Power Act, particularly section 10 (f) 
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thereof, for the purpose of enabling the Commission to determine whether any 
of the above designated licensees is directly benefited by the construction work 
of another licensee or of the United States of a storage reservoir or other 
headwater improvement and, if it so finds, to determine the equitable proportion 
of the annual charges to be paid by any licensee so benefited for interest, main- 
tenance and depreciation on the storage reservoir or other headwater improvement 
constructed by another licensee or by the United States. 

In carrying out this investigation the Commission has received the cooperation 
of the licensees involved, and of the agencies of the United States concerned with 
the operation of power plants in the Columbia River basin and the marketing of 
power from those plants. Because of this cooperation it has not been necessary 
to hold a formal public hearing. The basic data has been gathered by the licensees 
and Federal agencies involved including the Commission’s staff, and conferences 
have been held by the staff with representatives of the licensees and the Federal 
agencies. 

The period of operation under consideration commenced in 1931 and extended 
to and including December 31, 1948, this latter date being the latest for which 
official stream flow records were available at the beginning of the investigation. 
Further investigation will be necessary at some future time covering the period 
or periods of operation subsequent to December 31, 1948. 

The data presented by the licensees, Federal agencies, and the Commission 
staff is before the Commission, together with the conclusions of the staff. There 
appears to be agreement among all those concerned that no licensee has been 
directly benefited during the period involved. 

Upon consideration of the record and the conclusions and recommendations 
presented, the Commission finds: 

(1) None of the licensees which are parties to this proceeding has been directly 
benefited by the construction work of another licensee, a permittee, or of the 
United States of a storage reservoir or other headwater improvement during 
the period from 1931 to and including December 31, 1948. 

(2) It is appropriate and in the public interest to terminate this investigation. 

(3) Since no licensee has been directly benefited, the Commission may not 
determine that any licensee involved shall pay any part of the annual charges 
for interest, maintenance and depreciation on any storage reservoir or other 
headwater improvement during the period involved. Under these circumstances 
the United States has not incurred costs which should be paid by the licensees 
involved pursuant to section 10 (f) of the act. 

The Commission orders: 

The investigation instituted by order issued June 28, 1950, in this matter is 
hereby terminated, provided however, that the Commission may institute an 
appropriate proceeding or investigation in the future to cover a period or periods 
subsequent to December 31, 1948. 


Adopted: February 20, 1952. Issued: February 25, 1952. 


Order authorizing transmission of electric energy to Mezico and superseding 
previous authorization 


Servicios Electricos de Piedras Negras, S. A., and Central Power & Light Co. 
Docket No. IT-—5026 
On December 3, 1951, joint application was filed by Servicios Llectricos de 


Piedras Negras, S. A. (Servicios), of Piedras Negras, Coahuila, Mexico, and 
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Central Power & Light Co. of Corpus Christi, Tex., for authority to transmit 
additional electric energy from the United States to Mexico, pursuant to section 
202 (e) of the Federal Power Act. 

Pursuant to section 202 (e) of the Federal Power Act, the Commission by order 
dated June 1, 1949, authorized applicants to transmit electric energy from a point 
near Eagle Pass, Tex., to a point on the international boundary, United States 
and Mexico, adjacent to Piedras Negras, Coahuila, Mexico. 

The amount of electric energy authorized to be transmitted by the above- 
referenced order is limited to 12,000,000 kilowatt-hours per year at a rate not 
to exceed 2,500 kilowatts, and applicants now seek to have the limit changed 
to an amount not to exceed 18,000,000 kilowatt-hours per year at a rate not to 
exceed 3,500 kilowatts. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated as of October 9, 1951, between 
the applicants, filed as an exhibit to the application. 

Central Power & Light Co. will transmit the electric energy over its trans- 
mission lines in Texas to points near Eagle Pass, Tex., where delivery will be 
made to Servicios, which will transmit such energy to Piedras Negras, Mexico, 
over the facilities covered by the Presidential permits signed by the President 
of the United States on June 2, 1948, and April 29, 1949. 

The presently authorized transmission of electric energy is inadequate due 
to the increase in the number and in the requirements of consumers of electric 
energy in Piedras Negras, Mexico, and vicinity. 

Notice of the filing of the application was published in the Federal Register 
on December 15, 1951 (16 F. R. 12680) and given to interested State officials, 
and no protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the 
coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicants be and they hereby are authorized to transmit electric energy 
from the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 18,000,000 
kilowatt-hours per year at a rate not in excess of 3,500 kilowatts. ss 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the dates of termination or expiration of the 
Presidential Permits signed by the President of the United States on June 2, 1948, 
and April 29, 1949, and referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such form 
and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
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temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of the lawful authority vested in the State, State regulatory commission or the 
Republic of Mexico over applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may corae before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) This order shall supersede the order dated June 1, 1949, in this matter, 
referred to above. 


Adopted: February 20,1952. Issued: February 26, 1952. 


Order issuing amendment of license 
Pacific Gas & Electrie Co. 
Project No. 70S 


On November 12, 1929, a license (minor part) was issued by the Federal Power 
Commission to Sierra and San Francisco Power Co. “authorizing the use of 
such lands of the United States as are situated within the boundaries of said 
Melones reservoir” (jointly owned and operated by Oakdale irrigation district 
and South San Joaquin irrigation district), and subject to the usual condition, 
among others, that licensee should clear the reservoir of brush and trees be- 
tween and above certain elevations. There was also inserted a condition pro- 
viding that for the purpose of determining the annual charges for recompensing 
the Government for the cost of administration of the act and for the use and 
enjoyment of the lands of the United States, the power capacity of the project 
shall be taken as 500 horsepower. This was considerably less than the actual 
power capacity of the project. 

The licensee filed an application on May 23, 1934, requesting that article 7 
of the license be amended to make the clearing of the reservoir conditional upon 
the further orders of the Commission. On November 13, 1934, the Commission 
authorized the issuance of an amendment of article 7 of the license to read 
as follows: 

If and when directed by the Commission or its authorized representative, 
the licensee shall cut and remove or destroy, as directed by the representative 
of the Commission, all brush and trees on the bottom and margin of said 
Melones reservoir between elevations 735 feet and 630 feet, U. S. Geological 
Survey datum, and all trees within the reservoir area that would project 


above said elevation of 630 feet. 


The proposed amendment authorized on November 13, 1934, has not been issued. 
By order issued April 14, 1936, the Commission approved the transfer of the 
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license herein as of April 7, 1936 to Pacific Gas and Electric Co., lessee of the 
original licensee. 

On November 16, 1937, the Commission adopted an order setting a hearing on 
the matter of amendment of the license and annual charges for the following 
reasons: 

It appearing that the requirement for clearing the reservoir area may have 
some bearing upon the power capacity of 500 horsepower set forth in the license 
as issued and said power capacity may have been erroneously fixed in said 
license ; and 

The order of the Commission of November 13, 1934, authorizing the amend- 
ment sought may have been predicated upon a misunderstanding of the situation 
presented by said application, for which reason more complete information is 
necessary in order to finally pass upon the application and the questions raised 
thereby. 

A hearing was held February 14, 1938, in San Francisco, Calif., and evidence 
was taken on the questions raised by the Commission’s order of November 16, 
1937. 

The Commission finds: 

(1) In its application for license, applicant stated that the power capacity of 
the project was 2,330 horsepower. 

(2) When computed on the basis of mean monthly stream-flow records, the 
power capacity of project 708 is 3,540 horsepower. It would be higher if com- 
puted on basis of mean annual stream-flow records. However, the facts of 
record do not show such exceptional circumstances as to justify a departure 
from the monthly method of computation ordinarily and customarily used by 
the Commission. 

(3) The total area of the Melones reservoir is 3,523.52 acres and total area of 
the Melones tunnel right-of-way outside the reservoir area and of the Melones 
powerhouse site is 57.02 acres, making a combined total of 3,580.54 acres. 

(4) The area of lands of the United States embraced in the Melones reservoir 
was 722.1 acres on April 12, 1926 when the application for license for project 
No. 708 was filed. However, 320 acres of this Government land had previously 
been located for metalliferous minerals and patents were issued prior to the 
issuance of the license on November 12, 1929 for project No. 708. This left 402.1 
acres of Government land within the Melones reservoir. 

(5) The ratio of the area of Government land to the total area of the Melones 
reservoir, tunnel right-of-way and powerhouse site is 0.1128. 

(6) The provision in article 7 of the license for clearing of brush and trees in 
the reservoir above and between certain levels or elevations is customarily 
required of licensees and is proper and necessary for the purposes of project 
operation, use and appearance. 

(7) The power capacity of 500 horsepower as fixed in the license was incorrect 
and was known to be so by the executive secretary of the Commission and by 
the licensee. 

(8) The power capacity of 500 horsepower as incorrectly fixed in the license 
by the executive secretary was for the purpose of inducing the licensee to clear 
the reservoir of brush and trees as provided in article 7 of the license. 

(9) The clearing actually done by the licensee constituted only a small propor- 
tion of the total required by article 7 of the license to be cleared, and the licensee 
discontinued clearing operations prior to the filing on May 23, 1934 of the applica- 
tion for amendment of article 7 of the license. 

(10) The licensee has substantially failed to comply with the condition of the 
license that required the clearing of the project reservoir. 

(11) The result of the action of the executive secretary in inserting an arbi- 
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trary and incorrect power capacity in the license as a basis for computation of 
annual charges was clearly prejudicial to the public interest for the protection 
of which the Commission was charged with responsibility. 

(12) Annual charges computed by means of the device of fixing an arbitrary 
and unsupported power capacity as a basis for their computation is an unwar- 
ranted departure from the uniform and impartial application of the Commission’s 
rules and regulations, and constituted preferential treatment of and special favor 
to the licensee. 

(13) The Commission’s regulations here involved providing that the Com- 
mission may adjust the power capacity of the project, within certain limitations, 
is a just, necessary, and reasonable regulation and was adopted and promulgated 
within the scope of the Commission’s authority. 

(14) The misstatement of power capacity contained in the license should be 
corrected and fixed at the true power capacity, and the unpaid balance of the 
reasonable annual charges due by reason of the correction should be collected 
from the date on which annual charges were first imposed. 

(15) The correction of the stated power capacity of project No. 708 to make 
it represent the true power capacity, and the reasonable annual charges resulting 
therefrom, will not operate to increase the price of power to consumers. 

(16) Article 7 of the license issued November 12, 1929 for project No. 708 
should be amended substantially as authorized by order of November 13, 1934. 

The Commission orders: 

(A) The power capacity of project No. 708 be and the same hereby is fixed 
in article 16 of the license at 3,540 horsepower effective from November 12, 1929. 

(B) The order issued November 13, 1934 authorizing amendment of article 7 
of the license be and the same hereby is vacated. 

(C) Article 7 of the license for project No. 708 be and the same hereby is 
amended to read as follows: 

If and when directed by the Commission or its authorized representative, 
the licensee shall cut and remove or destroy, as directed by the representative 
of the Commission, all brush and trees on the bottom and margin of said 
Melones reservoir between elevations 735 feet and 630 feet, U. S. Geological 
Survey datum, and all trees within the reservoir area that would project 
above said elevation of 630 feet. 

(D) The difference between the annual charges paid by licensee for project 
No. 708 and those computed under the license as amended shall be paid by the 
licensee within 30 days from the date the bill for such charges is submitted by 
the Commission. 

(E) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of 
this license amendment. In acknowledgment of the acceptance of this amend- 
ment, it shall be signed for the licensee and returned to the Commission within 
60 days from the date of issuance of this order. 


Adopted: February 20,1952. Issued: February 26, 1952. 


Order to show cause 
Union Carbide & Carbon Corp. 
Project No. 1856 


Pursuant to application therefor filed May 19, 1941, the Commission, by order 
dated May 26, 1942, authorized issuance of license under the Federal Power Act 
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(hereinafter referred to as the act) to Electro Metallurgical Co., of Glen Ferris, 
W. Va. (Electro), for a constructed hydroelectric project on the New River, 
near Hawks Nest Rock and Gauley Bridge, in Fayette County, W. Va., desig- 
nated as project No. 1856. Subsequent to the above-mentioned order the project 
was turned over to and is now owned and operated by Union Carbide & Carbon 
Corp., of New York City (Union) of which Electro was a wholly-owned 
subsidiary. 

On June 30, 1942, a petition was filed by Electro for reconsideration of cer- 
tain of the special provisions of the May 26, 1942 license authorization order re- 
lating to water releases for navigation, deepening of the tailrace, and installation 
of a fifth generating unit, and the Commission by order dated February 15, 1944 
modified its May 26, 1942 order with respect to the special conditions. 

In the May 26, 1942 order authorizing issuance of license to Electro, the 
Commission directed that the license include a provision for the setting aside of 
a portion of any excessive profits in an amortization reserve, as required by 
section 10 (d) of the act. No application for rehearing on that order was filed. 
Accordingly, on May 6, 1944, a license instrument in standard form and contain- 
ing terms and conditions usually included in licenses for such projects was 
tendered Electro for acceptance within 60 days after receipt of the instrument. 
However, by letter dated June 20, 1944, Electro requested an extension of time 
for acceptance in order to prepare and submit for incorporation in the license 
a formula for computing earnings under section 10 (d) of the act and article 19 
of the proposed license. 

The requested extension of time was denied by Commission order dated July 
13, 1944, in which the Commission found that neither section 10 (d) of the act 
nor article 19 of the proposed license required adoption at that time of such a 
formula, and that such a formula should have general application to all licensees 
in the same class as Electro. 

Nevertheless, on August 31, 1944, Electro petitioned for inclusion in the 
tendered license of the formula it had prepared. This petition was dismissed by 
order dated October 3, 1944, in which the Commission found that no good cause 
had been shown to exist for granting Electro’s petition at that time, and Electro 
was ordered to return the tendered license instrument, properly accepted, with- 
in 10 days from the receipt of a copy of the order. 

Instead of complying, Electro, on November 8, 1944, petitioned for rehearing 
and for abrogation or modification of the October 3, 1944 order so as to include 
in the proposed license the aforementioned formula and to eliminate therefrom 
a recital that the New River on which the project is located is a navigable 
water of the United States. This petition was dismissed by Commission order 
dated December 8, 1944 for the stated reasons, among others, that: 

(a) Full explanation had already been given to Electro by letters and formal 
orders why the license instrument should not include a formula for computing 
gross earnings of the project which could be modified only by amendment of 
license even under changed conditions which might make a strict application 
thereof inequitable either to the licensee or to the United States, and the Com- 
mission had advised the company of its willingness to consider such a formula at 
any time after the license was issued ; and 

(b) In adopting the order of May 26, 1942 authorizing issuance of a license 
for project No. 1856, the Commission had found that the New River from its 
mouth to mouth of Wilson Creek, Va., is a navigable water of the United States, 
and Electro did not seek rehearing thereon nor has it at any time raised objec- 
tion to such finding, although it requested elimination from the license of the 
recital of navigability, an elimination which would serve no useful purpose with- 
out modification of the finding formally adopted. 
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No petition for court review of any of the Commission’s orders referred to 
above was ever filed. 

Notwithstanding the Commission’s refusal to change its authorizing order to 
include an amortization reserve formula, considerable correspondence has 
been exchanged and many conferences have been held between representa- 
tives of Electro and the Commission’s staff on the matter of inclusion in the 
license of a formula for computing gross earnings of the project. On May 
18, 1950 Electro filed a notice of withdawal of its original application for li- 
cense filed on May 19, 1941, and amendent thereto, for the stated reasons that 
the section of New River where project No. 1856 is located does not constitute 
navigable waters of the United States, and acceptance of a license of the 
type tendered Electro would entail burdens and consequences, including the 
surrender of private property rights and interest, wholly unacceptable to 
Electro and its parent successor, Union. Under section 1.11 (d) of the Com- 
mission's rules of practice and procedure, applications for licenses may not 
be withdrawn without the express permission of the Commission. Further 
negotiations were continued with Union in an endeavor to reach agreement 
on the license terms, but in January of this year counsel for Union refused 
to accept the terms and conditions offered and continued negotiation seems to 
be fruitless. 

Prior to Electro’s application for license for project No. 1856, namely, on 
May 10, 1927, its predecessor in interest, New-Kanawha Power Co. of Glen 
Ferris, W. Va., filed a declaration of intention (DI-102, West Virginia) under 
section 23 of the Federal Water Power Act to construct the Hawks Nest project 
pursuant to which the Commission caused an investigation to be made and, 
having held a hearing and given opportunity to the declarant in DI-102, to 
Electro who had taken over actual construction of the project, and to the parent 
company of both, Union, to be heard and give testimony and argument, the 
Commission on June 26, 1934 considered the evidence and being fully inforced 
in the premises found that the interests of interstate commerce would be af- 
fected by such construction (14th Annual Report, F. P. C., p. 158). 

Notwithstanding this finding of the Commission, neither the declarant in 
DI-102 nor Electro secured a license for the project, and the matter was 
referred to the Attorney General of the United States who on June 12, 1934 
filed a bill of complaint in the District Court of the United States for the 
Southern District of West Virginia in the name of the United States against 
the declarant in DI—102, against Electro, and against their parent corporation, 
Union, seeking to enjoin further construction of the project until a license 
has been procured. The State of West Virginia sought to intervene in the 
proceeding, but intervention was dismissed on the plaintiff's motion. The 
United States thereupon withdrew its bill of complaint in the District Court and 
filed an original suit in the United States Supreme Court against the State of 
West Virginia, New-Kanawha Power Co., Electro, and their parent corporation, 
Union. This proceeding was dismissed by the Supreme Court on June 3, 1935, 
United States v. West Virginia, 295 U. S. 463. 

In the case of United States v. Appalachian Electric Power Co., 311 U. S. 377, 
the Supreme Court found the New River to constitute navigable waters of the 
United States within the meaning of the term as defined in section 3 (8) of 
the Federal Power Act, at least between Allisonia, Virginia, and Hinton, W. Va. 
Electro’s project No. 1856 is located in that stretch of the New River known as 


” 


the “gorge,” which stretch extends upstream from the mouth for a distance 


of about 50 miles to near Hinton, W. Va. 
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The Commission orders: 
(A) Union Carbide and Carbon Corporation, of New York City, shall show 
cause, under oath, within 60 days from the receipt of a copy of this order, 
why it should not apply for and secure a license under section 4 (e) of the 
Federal Power Act, effective as of July 1, 1934, for its project on the New River 
known as the Hawks Nest project, which said license shall be subject to the 
terms and conditions of the act and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. The 
said license shall also be subject to the terms and conditions set forth in form 
LH, entitled “Terms and conditions of license for unconstructed major project 
affecting navigable waters of the United States,’ which terms and conditions 
described as articles 1 through 17, are attached hereto and made a part hereof, 
and shall be attached to the license and made a part thereof, and the said license 
shall be subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 18. The licensee shall operate the project in such manner as to cause 
no appreciable interference with, or adverse effects upon, the interest of naviga- 
tion at any time; and shall expressly agree that, until otherwise ordered by the 
Commission, it will release water from the reservoir continuously, either through 
the powerhouse over the spillway, at a rate in excess of 500 cubic feet 
per second unless the Secretary of the Army shall sooner require a greater 
release; provided that the licensee shall not be required to release water at 
any time at a rate in excess of the rate of flow into said reservoir at the time 
of release. 

Article 19. The actual legitimate original cost of the project, estimated where 
not known, and the accrued depreciation of the project as of the date of the 
license shall be determined by the Commission in accordance with the act 
and the Commission's rules and regulations thereunder. 

Article 20. The licensee shall pay to the United States the following charges 
for the purpose of reimbursing the United States for the costs of administration 
of part I of the act: 

(i) The amount of $260.00 for the period of July 1 to December 31, 1934; 
and the amount of $520.00 for each of the calendar years 1935 and 1936; and 

(ii) Effective from January 1, 1937, one cent per horsepower on the 
authorized installed capacity (140,000 horsepower), plus two and one-half 
cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made; the licensee shall be allowed 
credit in the sum of $91,948.52, payment of which was received by the Commis- 
sion on March 22, 1945. 


Adopted: February 20, 1952. Issued: February 26, 1952. 


Order consolidating proceedings, permitting withdrawal of petition, and post- 
poning date of hearing 


Transcontinental Gas Pipe Line Corp., Atlantic Seaboard Corp., The Manu- 
facturers Light & Heat Co., Rockland Light & Power Co., and United Fuel Gas Co. 


Docket Nos. G-1277, G-1650, G-1718, G-—1621, G-1747, G—1633, G-—1728, G—1800. 


By order issued December 7, 1951, the Commission directed that the proceeding 
in docket No. G-1277, In the Matter of Transcontinential Gas Pipe Line Corpora- 
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tion, (Transcontinental), be reopened for certain specific purposes ; * consolidated 
said reopened proceeding for purpose of hearing with the proceedings in docket 
Nos. G-—1621, G—1747, G—1633, G—1650, G—-1713, and G-1800; and fixed the date 
of hearing in said consolidated proceedings as January 28, 1952. 

Subsequently, by order issued December 26, 1951, the Commission directed 
that the proceeding in docket No. G—1728 be consolidated for purpose of hearing 
with the proceedings consolidated by the order issued December 7, 1951. 

Thereafter, on January 2, 1952, Transcontinental filed in docket No. G-1277 
a “Petition to temporarily amend order issuing certificate of public convenience 
and necessity” in which it requested, among other things, that pending final 
determination in the reopened proceeding, Transcontinental be authorized to 
dispose of the 64,000 M. c. f. per day by increasing deliveries to certain customers 
as follows: 


M. ec. f. 

SER I a aici cnt cic gibbenaanbonenaiie 15, 000 
The Brooklyn Union Gas Co____-----~--- lati ace I ea ena ee 6, 000 
Public Service Electric & Gas Co___---~-~- iia Saree ee 16, 000 
Se REE Te Nie asiacisc hata nisin isiiianisncipeaaas, 
Long Island Lighting System. _-..-.-._.__._______- _..{.. 1,500 
46, 000 


Transcontinental proposed to deliver the remaining 18,000 M. c. f. per day to 
the Columbia Gas System, Inc., under existing exchange agreements between 
Transcontinental and subsidiaries of the Columbia Gas system. 

By order issued January 10, 1952, the proceeding upon the “Petition to tem- 
porarily amend order issuing certificate of public convenience and necessity” was 
consolidated for purpose of hearing with the proceedings consolidated for purpose 
of hearing by the orders of the Commission issued December 7 and 26, 1951. 


O77 


1In the order issued December 7, 1951, directing the proceeding in docket No. G—1277 
be reopened the Commission stated as follows: 

The Commission, by its opinion and accompanying order in 9 F. P. C. 271 dated 
November 4, 1950, issued to Transcontinental a certificate of public convenience and 
necessity authorizing the company to construct and operate facilities required for 
natural-gas service in New England, applied for in that portion of docket No. G—-1277 
not covered by our opinion, 9 F. P. C. 32, 84 P. U. R. (N. 8.) 467, issued April 28, 
1950. By said order Transcontinental was directed to sell and deliver to Northeastern 
a maximum of 64,000 M. c. f. of natural gas per day for distribution in the New 
England area. 

Transcontinental, in conformity with the Commission's order in docket No. G—1277, 
entered into a contract dated March 15, 1951, with Northeastern for a delivery to that 
company of 64,000 M. c. f. of natural gas daily. Transcontinental’s contract with 
Northeastern further provided that the commencement of deliveries of natural gas 
begin by September 1, 1951. On or about November 23, 1951, Transcontinental advised 
the Commission that it had terminated its contract with Northeastern and suggested 
to the latter company that a contract similar to the terminated contract be entered 
into to provide for the delivery of natural gas to Northeastern by Transcontinental 
beginning September 1, 1953. 

In view of the foregoing, it appears that Transcontinental has a substantial volume 
of gas available which may be used for the purpose of alleviating the critical market 
shortages in the areas adjacent to its system. It therefore appears that it would 
be in the public interest to reopen the proceedings in docket No. G—1277 for the pur- 
pose of determining (1) whether the certificate in that docket should be modified to 
provide for the sale and delivery of 64,000 M. c. f. to specified customers on a 
permanent basis; (2) whether such volume of gas should be disposed of by further 
order of the Commission on a temporary basis; or (3) whether some other plan 
should be devised for the utilization of the 64,000 M. ec. f. which may be available 

in the Transcontinental system. 
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By notice dated January 16, 1952, the hearing in the consolidated proceedings, 
theretofore set to commence on January 28, 1952, was postponed to March 3, 1952. 

On February 19, 1952, Transcontinental filed with the Commission a “Petition 
for amendment of orders issuing certificate of public convenience and necessity” 
by which it requests the Commission to amend the order issued April 28, 1950, 
accompanying opinion, 9 F. P. C. 32, 84 P. U. R. (N. 8.) 467, and the order 
issued November 8, 1950, accompanying opinion, 9 F. P. C. 271, issuing certifi- 
cates of public convenience and necessity in the proceeding in docket No. G—1277, 
in such manner as to relieve Transcontinental of any obligation to sell and deliver 
64,000 M. c. f. of natural gas per day to Northeastern Gas Transmission Co. 
and to construct any facilities specifically required therefor. By such petition, 
Transcontinental further requests the Commission to authorize it to sell and 
deliver the 64,000 M. c. f. of natural gas per day on a permanent basis, to present 
customers of Transcontinental, located in Transcontinental’s Zone 2, in accord- 
ance with its rate schedule CD—2 and with the applicable provisions of the general 
terms and conditions of Transcontinental’s F. P. C. gas tariff, now on file with 
the Commission. The customers which Transcontinental requests authority to 
serve are as follows: 









Additional 





Percent Sales 
— Sales Requested Total 
Customer Authorized to be (M. e. f.) 
(M.ec.f.) | Authorized 
(M. ce. f.) 
Consolidated Edison Co. of N. Y ‘, 128, 000 19, 000 147, 000 
The Brooklyn Union Gas Co ae the he ae 70, 000 16, 000 86, 000 
Public Service Electric and Gas Co -| 70, 000 8, 000 78, 000 
Philadelphia Electric Co i Sa i one 37, 000 10, 000 47, 000 
Long Island Lighting System = vanee i } 35, 000 1, 500 36, 500 
Elizabethtown Consolidated Gas Co saa . ..| 12, 000 1, 500 13, 500 
Brooklyn Borough Gas Co ie 2 ‘ 9, 000 1, 000 10, 000 
Kings County Lighting Co__-_--- a aiieiica _ 9, 000 1,000 10, 000 
Philadelphia Gas Works Co = oe x aso | 25, 000 3, 000 28, 000 
South Jersey Gas Co-. tle eithonn seas 20, 000 2, 500 22, 500 
SN Ge BNIB oceans dccccdenceccs ; - ia 3, 200 500 3, 700 
418, 200 64, 000 4182, 200 


By telegram received by the Commission on Feruary 20, 1952, Trans-continental 
requests that it be permitted to withdraw its “Petition to temporarily amend 
order issuing certificate of public convenience and necessity” filed on January 
2, 1952, referred to hereinbefore. 

The Commission finds: 

(1) Good cause exists to permit Transcontinental to withdraw its “Petition 
to temporarily order issuing certificate of public convenience and necessity” 
filed January 2, 1952. 

(2) Good cause exists and it is in the public interest to amend the orders 
issued in these consolidated proceedings on December 7 and 26, 1951, so as to 
eliminate therefrom provisions providing for hearing with respect to reopening 
the proceeding in docket No. G-1277 for the specific purpose of determining: 


* * * (1) Whether the certificate in that docket should be modified to 
provide for the sale and delivery of 64,000 M. c. f. to specified customers on a 
permanent basis; (2) whether such volume of gas should be disposed of by 
further order of the Commission on a temporary basis; or (3) whether 
some other plan should be devised for the utilization of the 64,000 M. ec. f. 
which may be available in the Transcontinental system. 
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(3) It is in the public interest that the proceedings in docket No. G—1277 be 
reopened for the purpose of determining whether the order issued November 
8, 1950, and accompanying opinion, issuing a certificate of public convenience 
and necessity to Transcontinental be modified so as to: 

(A) Revoke the authority granted to Transcontinental ‘to construct and oper- 
ate the facilities required for natural-gas service to New England applied for in 
that portion of docket No. G—1277 not covered by our opinion, issued April 28, 
1950"; and revoke the term and condition thereto that Transcontinental “shall 
deliver and sell to Northeastern not in excess of 64,000 M. c. f. of natural gas per 
day.” 

(B) Authorize and require Transcontinental to sell and deliver the said 64,000 
M. c. f. of natural gas per day, on a permanent basis, (1) to present customers 
of Transcontinental specified in its “Petition for amendment of orders issuing 
certificates of public convenience and necessity” filed February 19, 1952, here- 
inbefore mentioned, or (2) to such companies or municipalities, or both, as the 
public convenience and necessity may require. 

(4) It is in the public interest that at the hearing in the proceedings, con- 
solidated for purpose of hearing as hereinafter ordered, testimony with respect 
to the issues as set forth in paragraph (8) (A) be heard and completed prior to 
the commencement of the taking of testimony with respect to the issues as set 
forth in paragraph (3) (B), together with the taking of testimony in other pro- 
ceedings consolidated for purposes of hearing as hereinafter ordered. 

(5) It is in the public interest to consolidate for purpose of hearing the pro- 
ceeding in docket No. G-1277 reopened, as hereinafter ordered upon Transcon 
tinental’s “Petition for amendment of orders issuing certificates of public con 
venience and necessity” with the proceedings in docket Nos. G—1728, G—1621, 
G-1747, G-1633, G—1650, G-1713 and G—1800. 

(6) In view of Transcontinental’s request for permission to withdraw its 
petition filed January 2, 1952, and of the filing of its petition of February 19, 
1952, good cause exists for postponing the hearing in these proceedings from 
March 3, 1952, to March 24, 1952. 

The Commission orders: 

(A) Transcontinental be, and it hereby is, permitted to withdraw the “Petition 
to temporarily amend order issuing certificate of public convenience and neces- 
sity” filed by it on January 2, 1952. 

(B) The proceeding in docket No. G—1277 be and it hereby is reopened for fur- 
ther hearing for the specific purposes as set forth in finding (%) of this order, and 
in the manner and procedure set forth in finding (4) of this order. 

(C) The reopened proceeding in docket No. G—1277, as provided herein, be 
consolidated for the purposes of hearing with the proceedings in docket Nos. 
G-1650, G-1713, G-1621, G—1747, G—-1633, G—-1728, and G—1800. 

(D) The Commission’s order of December 7, 1951, hereinbefore mentioned, be 
and it is hereby amended to eliminate therefrom the excerpt quoted in finding (2) 
above, and by substituting therefor the following: 

Whether the order of November 8, 1950, and accompanying opinion, issuing 
a certificate of public convenience and necessity to Transcontinental should 
be modified so as to: 

(A) Revoke the authority granted to Transcontinental “to construct and 
operate the facilities required for natural-gas service to New England applied 
for in that portion of docket No. G-1277 not covered by our opinion, issued 
April 28, 1950"; and revoke the term and condition thereof that Transcon- 

tinental “shall deliver and sell to Northeastern not in excess of 64,000 
M. ¢c. f. natural gas per day.” 
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(B) Authorize and require Transcontinental to sell and deliver the said 
64,000 M. c. f. of natural gas per day, on a permanent basis, (1) to present 
customers of Transcontinental as specified in its “Petition for amendment of 
orders issuing certificates of public convenience and necessity,” filed Febru- 
ary 19, 1952, hereinbefore mentioned, or (2) to such companies or municipali- 
ties, or both, as the public convenience and necessity may require. 

(E) The hearing in the consolidated proceeding now set to commence on 
March 3, 1952, be and it is hereby postponed to commence March 24, 1952, at 
10: 00a. m. (E.S8.'T.) in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue, NW., Washington, D. C. 


>” 


Adopted: February 26, 1952. Issued: February 27, 19352. 










Findings and order issuing a certificate of public convenience and necessity 
New York State Natural Gas Corp. 


Docket No. G-1824 












































On October 29, 1951, New York State Natural Gas Corp. (applicant) filed 
with the Commission an application, which was supplemented on December 14, 
1951, for a certificate of public convenience and necessity, pursuant to section 
7 of the Natural Gas Act, authorizing the construction and operation of cer- 
tain natural-gas transmission pipeline facilities as hereinafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 19, 1952, respecting the matters involved and the issues presented 
by the application, as supplemented. No protest to the application has been 
received. 

Applicant proposes to construct and operate the following facilities : 

(1) Approximately 29.5 miles of 20-inch loop pipeline paralleling applicant’s 
existing main line (line 9) between its Tonkin compressor station in West- 
moreland County, Pa., and a point in Armstrong County, Pa. 

(2) Approximately 20.6 miles of 20-inch loop pipeline paralleling applicant’s 
existing lines (line Nos. 1, 2 and 4) between its Sabinsville compressor station 
and its Boom compressor station in Tioga County, Pa. 

(3) Approximately 17.1 miles of 16-inch loop pipeline paralleling applicant’s 
existing line (line No. 2) between Colesburg and the County Line Header in 
Potter County, Pa. 

(4) Approximately 16 miles of 20-inch loop pipeline paralleling applicant’s 
existing Rochester line (line No. 14) from a point in the town of Genesee Falls 
to a point in the town of Perry, Wyoming County, N. Y. 

(5) Approximately 21.5 miles of 14-inch pipeline to replace an existing 10- 
inch pipeline (line No. 507) between Therm City, Onondaga County, and Auburn 
in Cayuga County, N. Y. 

(6) Install additional 1,320 compressor horsepower at the J. B. Tonkin com- 
pressor station of applicant, increasing the total from 3,600 to 4,920 horsepower. 

(7) Install additional 500 compressor horsepower at the Sabinsville com- 
pressor station of applicant, increasing the authorized total from 5,000 to 5,500 
horsepower. 

The record shows that the construction of the proposed loop lines will com- 
plete the looping of applicant’s system between its Preston Station in Greene 
County, Pa., and Therm City, near Syracuse, N. Y., and will complete the 
looping of applicant’s Rochester Line except for the northerly 19 miles thereof. 
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Applicant proposes, by means of said facilities, to meet the normal expected 
growth of demands of existing markets on its system, particularly those in 
Syracuse, Rochester, Utica, Albany, Buffalo and the markets served by appli- 
eant’s affiliates, East Ohio Gas Co. and Peoples Natural Gas Co. The installa- 
tion of additional horsepower in applicant’s compressor stations is proposed 
to make the most efficient use of its present and proposed transmission pipe- 
lines and storage fields. 

The record further shows that the replacement of facilities described in 
item (5), above, is necessary due to the age, size, and condition of existing 
facilities, and that such replacement will enable applicant to increase delivery 
capacity to meet the market demands of Auburn, Geneva, Penn Yan, and 
other communities served by New York State Electric and Gas Corp. 

The record shows that the estimated capacity of applicant’s existing system 
is sufficient to enable it to deliver approximately 708,000,000 cubie feet of 
natural gas on this winter’s peak day and that after all previously authorized 
facilities’ and the facilities proposed herein have been placed in operation, 
applicant’s system will be able to meet a 1953-54 peak day demand of approxi- 
mately 909,000,000 cubic feet. The proposed facilities for which authorization 
is sought in this proceeding are expected to provide an increase in delivery 
capacity of approximately 160,000,000 cubic feet per day of natural gas in 
applicant’s system over the capacity of authorized facilities. No new market 
areas are proposed to be served from the preposed facilities. 

The estimated total overall capital cost of the proposed facilities is $6,018,900. 
Applicant proposes to finance such cost from funds to be obtained by applicant 
from the sale of securities to its parent, Consolidated Natural Gas Co. 

The Commission finds: 

(1) Applicant, a New York corporation having its principal place of busi- 
ness at New York, N. Y., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Pennsylvania and 
New York, is engaged in the transportation and sale of natural gas in in- 
terstate commerce, for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 27, 1942, in docket No, G-312, 3 F. P. C. 844. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas for resale in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of applicant's 
existing pipeline system and the construction and operation thereof by applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described, by applicant, are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 





1 Not all of the previously authorized facilities have been installed to date. 
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(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, as supplemented 
in this proceeding, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of the completion of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: February 26,1952. Issued: February 27, 1952. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co 
Docket No. G-1843 


On November 27, 1951, United Gas Pipe Line Co. (applicant) filed an applica- 
tion, which was supplemented on December 26, 1951, for a certificate of public 
convenience and necessity authorizing the construction and operation of ap- 
proximately 11.3 miles of 20-inch pipeline and appurtenant facilities for the 
purpose of connecting the Turtle Bayou and Kent Bayou gas fields in Terrebonne 
Parish, La., with its Lirette-Napoleonville main transmission system. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 19, 1952, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the application has been received. 

The record shows that applicant has secured a gas purchase contract from 
Shell Oil Co. dated October 15, 1951, covering the reserves of said company in 
the Turtle Bayou field, and that applicant also has a gas purchase contract with 
Union Producing Co., an affiliate of applicant, for gas to be produced from Union’s 
reserves in the Kent Bayou field. Applicant states that at present there is no 
outlet for the gas in these two fields, and that the construction here proposed 
is to provide means of introducing the gas into applicant’s system. 

Said pipeline would extend from a point approximately 3 miles northeast of 
applicant’s Gibson field tap on its Lirette-Napoleonville line 11.3 miles in a south- 
westerly direction to the Turtle Bayou and Kent Bayou gas fields. Applicant 
estimates that the capacity of the proposed line would be approximately 143,000 
M. c. f. per day, and that the cost of construction of the proposed facilitates is 
$1,461,000, which applicant would finance from cash on hand or from borrowing 
from its parent, United Gas Corp. 

Applicant estimates that there are 490,465 million cubic feet of gas in place 
in the two fields, of which 472,013 million cubic feet are available to it. Ap- 
plicant has not submitted complete geological data in support of its estimate 
from which a determination can be made of the validity of applicant’s estimate. 
However, upon the basis of the data submitted, it appears that there are available 
to applicant in the Turtle Bayou and Kent fields sufficient amounts of gas to 
support the issuance of a certificate as requested by applicant. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, La., owns and operates a natural-gas transmission pipeline system 
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located in the States of Texas, Louisiana, Mississippi, Alabama and Florida. By 
such operations, applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of November 10, 1942, In the Matter of United Gas Pipe 
Line Company, docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale in interstate commerce of natural gas for resale for ultimate 
public consumption as integral parts of applicant's existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Public convenience and necessity require the construction and operation 
of the proposed facilities as hereinbefore described, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 


Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render the final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant, United Gas Pipe Line Co., to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application, as supplemented, in this proceeding, for the transportation and sale 
for resale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of the completion of construction of the facilities herein authorized, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(D) Nothing in this order is to be construed as implying approval of the 
reserve estimates submitted by applicant in its application, as supplemented, in 
this proceeding. 

Adopted: February 26, 1952. Issued: February 27, 1952. 


Order approving revised exhibit 
City of Ketchikan, Alaska 
Project No. 1922 


On January 25, 1952, city of Ketchikan, Alaska, filed through the Forest Service 
a revised exhibit L, sheet No. 1 (F. P. C. No. 1922-25) showing the tunnel outlet 
from Upper Silvis Lake of its project No. 1922 as constructed. 

The licensee has requested that the revised exhibit L supersede exhibit L, 
sheet 1 (F. P. C. No. 1922-24) now part of the license. 
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The Commission finds: 

Although containing minor discrepancies, exhibit L, sheet No. 1 (F. P. C. No. 
1922-25), a revised map entitled “Map accompanying application of the city 
of Ketchikan—Territory of Alaska—For license for project No. 1922,” filed 
January 25, 1952 and signed on November 1, 1950, city of Ketchikan, Alaska, by 
J. F. Talbot, mayor, conforms substantially with the Commission’s rules and 
regulations and should be approved as part of the license for the project, super- 
seding exhibit L, sheet 1 (F. P. C. No. 1922-24) which should be eliminated from 
the license. 

The Commission orders: 

The above-described revised exhibit L is hereby approved as part of the license 
for project No. 1922 and the above-described superseded exhibit L is hereby 
eliminated from the license for the project. 

Adopted: February 26, 1952. Issued: March 5, 1952. 


’ 


Order approving revised exhibit 
Dairyland Power Cooperative 
Project No. 1960 


In compliance with article 14 of its license for project No. 1960, Dairyland 
Power Cooperative filed on October 11, 1951, as revised on January 18, 1952, 
exhibit K, sheet 4 (F. P. C. No. 1960-12) for approval as part of its license. 
The revised exhibit K would supersede exhibit K, sheets Nos. 1 and 2 (F. P. C. 
No. 1960-2 and -3), now part of the license. 

The Commission finds: 

Exhibit K, sheet 4 (F. P. C. No. 1960-12) entitled “Land ownership map” 
signed Dairyland Power Cooperative by John BE. Olson, president, conforms 
with the Commission’s rules and regulations and should be approved as part 
of the license, superseding exhibit K, sheets 1 and 2 (F. P. C. No. 1960-2 and -3), 
which should be eliminated from the license. 

The Commission orders: 

The above-described revised exhibit K is hereby approved as part of the li- 
cense for project No. 1960 and the above-described superseded exhibit K is 
hereby eliminated from the license. 


Adopted: February 26, 1952. Issued: March 5, 1952. 


Findings and order issuing a certificate of public convenience and necessity 


The Ohio Fuel Gas Co. 
Docket No. G-1862 


On December 26, 1951, The Ohio Fuel Gas Co. (applicant) filed with the 
Commission an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately 31.2 miles of 20-inch natural-gas transmission pipe- 
line extending from applicant’s Treat compressor station in Licking County, 
Ohio, to its Weaver storage compressor station in Richland County, Ohio. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 21, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 
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Applicant proposes, by means of the said facilities, to increase the capacity 
of its existing system to transport gas purchased in southern Ohio to its storage 
fields in central and northern Ohio, and to transport gas from the storage 
areas to its markets. The proposed facilities will permit storage of greater 
volumes of natural gas in the northern part of applicant's system where lack 
of gas from outside sources makes it necessary to meet winter and peak loads 
from storage areas. The capacity of existing facilities for transporting gas 
north of applicant’s Treat compressor station is estimated at 195,000 M. c. f. 
per day, and it is estimated that during the month of July, 1952, an average 
of 260,000 M. c. f. per day will be required for placement into the northern 
Ohio storage areas. The proposed facilities are expected to have a capacity 
of 142,000 M. c. f. per day with a pressure of 500 pounds per square inch gage 
at Treat Station and 350 pounds per square inch gage at Weaver Station. 

The estimated cost of the proposed facilities is $1,440,000 which will be paid 
for by financing to be provided by The Columbia Gas System, Inc., the parent 
company of applicant, subject to the approval of the Securities and Exchange 
Commission. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio transporting natural gas 
in interstate commerce, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered August 21, 1945, in 
Docket No. G-371, 4 F. P. C., 1033. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline 
system, and the proposed construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32(b) (18 CFR 
1.32(b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The construction and operation of the facilities as proposed by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same here- 
by is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing, under oath, the 
date of completion of the construction herein authorized, and the date of com- 
mencement of operations. 
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(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: February 26,1952. Issued: February 27, 1952. 





Order authorizing issuance of securities 
Community Public Service Co. 
Docket No. E-6403 


Community Public Service Co. (applicant), a corporation organized and ex- 
isting under the laws of the State of Delaware, domesticated in the States of New 
Mexico and Texas, having its principal business office in Forth Worth, Tex., on 
January 21, 1952, filed an application and amendment thereto February 11, 1952 
with the Federal Power Commission for an order authorizing the issuance by 
applicant of $975,000 principal amount of its first mortgage bonds, series C, 3% 
percent due January 1, 1982, pursuant to section 204 of the Federal Power Act. 
Applicant proposes to issue said bonds under its indenture of mortgage and 
deed of trust to City National Bank and Trust Co. of Chicago, trustee, dated 
November 1, 1944 as heretofore supplemented and as proposed to be further sup- 
plemented by a third supplemental indenture to be dated as of January 1, 1952. 
Applicant has negotiated for the placement of said bonds by private sale and 
has tentative commitments for the purchase thereof at 100 percent of their princi- 
pal amount plus accrued interest to delivery date as follows: 



















Connecticut Mutual Life Insurance Co__--- 
Massachusetts Mutual Life Insurance Co 
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By the proposed method of disposition applicant will incur no finder’s fees and 
estimates the expense incident to the printing, technical services, recordation, 
and miscellaneous items for the placement of said bonds will approximate $21,098. 

The proceeds from the sale of said bonds are to reimburse applicant’s treasury 
for expenditures heretofore made for construction, extension and improvement 
of its facilities, to refund notes evidencing bank loans to obtain funds for such 
program and to provide funds for additional construction contemplated during 
1952. 

Written notice of the aforesaid application has been given to the Public Service 
Commission of New Mexico, Railroad Commission of Texas and to the Governor 
of each of those States. Notice of the application has also been given by publica- 
tion in the Federal Register on January 26, 1952 (17 F. R. 842), stating that any 
person desiring to be heard or to make any protest with reference to the ap- 
plication should file a petition or protest on or before February 11, 1952. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

By order entered February 5, 1952, the New Mexico Public Service Commission 
authorized applicant to issue and sell first mortgage bonds, series C, 3% percent 
due 1982 in the aggregate principal amount of $975,000 at not less than 100 per- 
cent of the principal amount thereof plus accured interest thereon from January 
1, 1952, to date of delivery. 
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The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order entered March 27, 
1947, In the Matter of Community Public Service Company, Docket No. IT-6041, 
6 F. P. C. 512. 

(2) The proposed issuance and sale of the bonds described above will con- 
stitute an issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act and the proposed issuance of securities is, there- 
fore, not exempt by virtue of that section from the requirements of section 204 
of the act. 

(4) The proposed issuance of securities as hereinafter authorized and approved 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate and consistent with the 
proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The proceeds to applicant being less than $1,000,000 the proposed issuance 
of bonds is exempt from the requirements of the Commission’s general rules and 
regulations with respect to competitive bidding by virtue of section 34.la (a) (3) 
thereof. 

The Commission orders: 

(A) The proposed issuance and sale at 100 percent of the principal amount 
plus accrued interest to delivery date of the first mortgage bonds, referred to 
above, upon the terms and conditions and for the purposes specified in the appli- 
cation, be and same hereby are authorized and approved, subject to the provi- 
sions of this order. 

(B) The proposed issuance and sale of first mortgage bonds, referred to above, 
hereby are exempted from the competitive bidding requirements of section 34.1a 
(b) and (c) of the Commission’s general rules and regulations. 

(C) This authorization shall expire unless the transactions herein authorized 
are consummated within 60 days of the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determination of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Adopted: February 26,1952. Issued: February 28, 1952. 
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Order amending order determining emergency and granting exemption for 
of interconnections 


Puget Sound Power & Light Co. 
Docket Nos. IT—6015, IT—6022 


Puget Sound Power & Light Co. (applicant) on January 28, 1952, filed an 
application for an order pursuant to section 202 (d) of the Federal Power Act 
approving the use during the continuance of the present power emergency of 
an additional interconnection between the system of the applicant and the 
Sonneville Power Administration. 

By order dated January 14, 1947, the Commission determined the existence 
of a power emergency in the Pacific Northwest and in aid of the alleviation 
of the power shortage authorized the applicant to maintain certain intercon- 
nections without effect to the applicant’s jurisdictional status under the Federal 
Power Act. By orders dated June 8, 1949, and August 14, 1950, use of certain 
additional interconnections was authorized. 

The emergency determined by the Commission order dated January 14, 1947, 
continues in the Pacific Northwest by reason of the increase in the demand for 
electric energy and the shortage of facilities for the generation and transmission 
of electric energy. 

In addition to the interconnections authorized by the aforementioned orders, 
the applicant, because of the power shortage on its system, seeks approval of 
the following additional permanent interconnection for emergency use only: 

Connection, with a rated capacity of about 5,000 kilowatt between the system 
of the applicant and the system of the Bonneville Power Administration on 
the 7,200 volt bus in the latter’s substation located near the northwesterly city 
limits of the city of Ellensburg, Wash. 

The Commission finds: 

The maintenance and use of the above-described interconnection as hereinafter 
approved will serve the emergency needs of the applicant and is desirable in 
the public interest as expressed in the Federal Power Act. 

The Commission orders: 

(A) The maintenance and operation for emergency use only of the intercon- 
nection described above, in addition to the interconnections approved by the or- 
ders dated January 14, 1947, June 8, 1949 and August 14, 1950, in these dockets, 
hereby is approved, and shall not affect the jurisdictional status of the applicant 
under the Federal Power Act. 

(B) The applicant shall report to the Commission on or before the 15th day 
of each month the amounts of electric energy received and delivered by the 
applicant during the preceding calendar month by means of such interconnection, 


and such other information as the Commission may from time to time require. 


idopted: February 26, 1952. Issued: February 29, 1952. 


Order denying application for determination under section 24 of the Federal 
Power Act 


Lands Withdrawn in Power Site Reserve No. 81 
Docket No. DA-320—Colorado—Loren BE. Johnson 


An application was filed by Loren BE. Johnson of Denver, Colo., for restoration 
to entry, requiring a determination under section 24 of the Federal Power Act 
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with respect to the following described land: Sixth principal meridian, Colorado: 
T.35S., R. 74 W., sec. 26, lot 24. 

The subject land which lies on both sides of Clear Creek, a tributary of the 
South Platte River, is withdrawn in power site reserve No. 81 of July 2, 1910. 
It has definite value for power development purposes in the event that either the 
proposed Empire reservoir site or the Blue-South Platte project flood control 
and water-power units of the Missouri River Basin development program is 
developed. 

By Executive order of January 3, 1952, the President of the United States estab- 
lished the Missouri Basin Survey Commission to consider existing and proposed 
plans for the development, protection and use of the water resources of the Mis- 
souri River basin, which include the above-mentioned projects. 

Interested federal officials have reported on the application. 

The Commission finds: 

A determination that the value of the above-described land will not be injured 
or destroyed for purposes of power development by location, entry or selection 
under the public land laws is not justified. 

The Commission orders: 

The aforesaid application is denied. 


Adopted: February 26,1952. Issued: March 3, 1952. 


Supplemental order authorizing renewal of short term note 
Southern Utah Power Co. 
Docket No. E-6352 


By the Commission’s order in this matter issued May 3, 1951, applicant was 
authorized to issue its unsecured promissory notes for short-term loans up to 
an aggregate of $750,000 for the purpose of financing its construction program 
pending the sale of its first mortgage bonds. The notes were to bear interest at 
the rate of 3 percent per annum from the date thereof and to mature on or before 
March 1, 1952. Pursuant to this authority applicant borrowed only $500,000 from 
the Chase National Bank of the city of New York and issued its promissory note 
therefor dated December 12, 1951, due March 1, 1952, at an interest rate of 3 
percent per annum. 

By application filed February 18, 1952, and supplemental data filed February 
21 and 26, 1952, applicant requests authority to extend its outstanding short-term 
loan with the Chase National Bank for a period not beyond December 31, 1952, by 
extending the maturity date of the presently outstanding note or issuing renewals 
thereof. The interest rate on the extension or renewal is to be increased to 3144 
percent per annum. 

Applicant states that its request for authority to extend or renew its presently 
outstanding short-term loan is due to delay in completing the sale of its first mort- 
gage bonds which was not contemplated in its application originally filed in this 
proceeding. 

The aggregate principal amount of $500,000 of notes proposed to be renewed is 
in excess of the exemption provided in section 204 (e) of the act with respect to 
the issuance of such securities and the proposed issuance of notes is within the 
purview of section 204 of the act. 

The Commission finds: 

The extension of the maturity date of the presently outstanding promissory note 
held by the Chase National Bank of the city of New York in the amount of $500,000, 
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or issuance of renewals thereof as herein authorized will be for a lawful object, 
within the corporate purposes of the applicant and compatible with the public 
interest, which is appropriate and consistent with the proper performance by the 
applicant of service as a public utility and will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The order issued May 3, 1951, in this matter is amended as hereinafter 
provided. 

(B) The applicant hereby is authorized to extend its outstanding short-term 
loan in the amount of $500,000 with the Chase National Bank of the city of New 
York, due March 1, 1952, for a period not beyond December 31, 1952, by extending 
the maturity date of the presently outstanding promissory note or issuing renewals 
thereof at an interest rate not to exceed 344 percent per annum. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, services, accounts, 
valuation, estimates or determination of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: February 28, 1952. Issued: February 29, 1952. 


Order authorizing and approving disposition and merger of facilities 
Central Arizona Light & Power Co. and Arizona Edison Co., Inc. 
Docket No. E-6402 


Central Arizona Light and Power Co. (Calapco), a corporation organized 
and operating under the laws of the State of Arizona, having its principal busi- 
ness office at Phoenix, Ariz., filed an application on December 26, 1951, and 
amendments thereto on January 11, 21 and February 1, 1952, for an order 
pursuant to section 203 of the Federal Power Act authorizing the acquisition and 
merger or consolidation of all of the facilities of Arizona Edison Co., Inc., with 
the facilities of Calapco. 

Arizona Edison Co., Ine. (Arizona Edison), a corporation organized and operat- 
ing under the laws of the State of Arizona, having its principal business office 
at Phoenix, Ariz., on January 14, 1952, filed a joinder in the above application 
for an order pursuant to section 203 of the Federal Power Act authorizing it to 
dispose of all of its facilities through consummation of a merger or consolidation 
with Calapco. 

The proposed merger or consolidation is to be effected pursuant to the terms 
and conditions of an agreement of consolidation (exhibit L to the application) 
between Calapco and Arizona Edison (hereinafter collectively “applicants’’). 
The principal provisions of the agreement may be summarized as follows: 

(i) Calapco will be the surviving company with its name changed to Arizona 
Public Service Co. 

(ii) The outstanding capital stock and indebtedness of Calapco will continue 
to remain as outstanding securities of the surviving company. 
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(iii) Calapeo will acquire all the assets and will assume all the liabilities, 
including long-term debt, of Arizona Edison. 

(iv) Each share of $5 cumulative preferred stock of Arizona Edison will be 
exchanged for two shares of $2.50 cumulative preferred stock of the surviving 
company. 

(v) Each share of common stock of Arizona Edison will be exchanged for 
1% shares of common stock of the surviving company. 

The proposed merger will not create any acquisition adjustment. The com- 
mon stock to be issued by the surviving company, in aggregate par value of 
$1,785,000, in exchange for Arizona Edison’s common stock having an aggregate 
par value of $1,020,000, will result in a difference of $765,000 between the aggre- 
gate par values, which difference will be adjusted through capital surplus. 

Calapco filed its original cost studies with the Commission on March 15, 1951, 
which have not been verified by a field examination. Arizona Edison has not 
prepared any original cost studies. In docket No. E-6194, 9 F. P. C. 25, the 
Commission directed Arizona Edison to dispose of an acquisition adjustment of 
$487,872.52 which arose out of the acquisition by Arizona Edison of certain 
facilities of California Electric Power Co. In the amendment to the application 
filed January 21, 1952, the surviving company indicates that as an incident to 
the merger it proposes to dispose of the acquisition adjustment of $487,872.52 
by charges of $59,764.38 to account 250, Reserve for depreciation of electric plant, 
and $428,108.14 to account 271, Earned surplus. 

Although the facilities of the applicants are not contiguous they will be effec- 
tively interconnected, as a result of the merger, through the facilities of the 
United States Bureau of Reclamation and others. The applicants point out that 
as a unified company they propose to construct a single large generating station 
rather than the smaller, more costly generating stations heretofore planned by 
the separate companies. In addition the applicants indicate that the merger 
will result in savings in operating costs and estimate such savings in general 
office expense alone at $150,000 a year. 

Written notice of the application has been duly given to the Arizona Corpora- 
tion Commission and to the Governor of that State. Notice was also published 
in the Federal Register on January 10, 1952 (17 F. R. 326), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before January 21, 1952. No protest 
or petition or request to be heard in opposition to the granting of the application 
has been received. 

The Arizona Corporation Commission by order dated January 17, 1952, has 
approved the proposed transactions. 

The Commission finds: 

(1) Calapeo, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commisison as 
described and set out in the Commission's opinion and order dated March 29, 1950, 
In the Matter of Central Arizona Light and Power Co., docket No. E-6212, 9 
¥. P. ©. 3. 

(2) Arizona Edison, a corporation, is a public utility within the meaning of 
section 203 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion as described and set out in the Commission’s opinion and order dated March 
29, 1950. In the Matter of Arizona Edison Company, Inc., docket No. E-6194, 9 
y.F.0.@%. 

(3) By the proposed disposition Arizona Edison will dispose of the whole 
of its facilities subject to the jurisdiction of this Commission and by the proposed 
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acquisition Calapco will merge or consolidate its facilities subject to the juris- 
diction of this Commission with the facilities of another person, within the 
meaning and subject to the requirements of section 203 of the Federal Power Act. 

(4) As hereinafter authorized, the proposed disposition and merger or con- 
solidation of facilities will be consistent with the public interest. 

The Commission orders: 

(A) The proposed disposition of facilities by Arizona Edison and merger or 
consolidation of those facilities by Calapeco with its facilities hereby are 
authorized and approved upon the terms and conditions set forth in the ap- 
plication as amended, subject to the provisions of this order. 

(B) The disposition of the amount of $487,872.52, hereinbefore referred to, by 
charges of $59,764.38 to account 250, Reserve for depreciation of electric plant, 
and $428,108.14 to account 271, Earned surplus, hereby is approved and directed. 

(C) Within 6 months from the date of consummation of the transactions herein 
authorized, the surviving company, Calapco, shall complete and file a determina- 
tion of the original cost of the facilities acquired from Arizona Edison, as re- 
quired by the Commission’s Uniform System of Accounts and shall charge to ac- 
count 271, Earned surplus, all amounts properly classifiable in account 107, Elec- 
tric plant adjustments. With respect to any excess over original cost found to be 
properly classifiable in account 100.5, Electric plant acquisition adjustments, 
Calapco shall submit a plan for the disposition thereof, provided, however, that 
it may charge such amount to account 271, Earned surplus, without prior ap- 
proval of the Commission. 

(D) This authorization shall expire unless the transactions hereby authorized 
and approved are consummated within 90 days from the entry of this order. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or as- 
serted. 


Adopted: February 28,1952. Issued: February 29, 1952. 


Order suspending proposed rate schedules, consolidating proceedings and firing 
date of hearing 


United Gas Pipe Line Co. 
Docket Nos. G-1750, G—1860, G—-1873 


United Gas Pipe Line Co. (United) now has on file and has had on file and ef- 
fective since 1945, its rate schedule F. P. C. No. 87, providing for the sale of natural 
gas in volumes up to approximately 115,000 M. c. f. per day, to Southern Natural 
Gas Co. (Southern). Delivery is made by United to Southern at Southern’s re- 
ceiving station in the Monroe, La., gas field, after transportation over United’s 
Carthage to Sterlington pipeline, extending from the Carthage field in Texas 
to the Monroe field in Louisiana. 

On July 18, 1951, United filed an application at docket No. G—1750 for a cer- 
tificate of public convenience and necessity, pursuant to section 7 of the Natural 
Gas Act, requesting authorization to transport for Southern through the Carthage- 
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Sterlington pipeline volumes of gas up approximately 55,000 M. c. f. per day. 
Public notice of the filing of this application has been given, including publica- 
tion in the Federal Register on August 8, 1951 (16 F. R. 7809). The application 
is on file with the Commission and open to public inspection. On January 9, 
1952, United filed an application at docket No. G-1873, for permission and ap 
proval pursuant to section 7 of the Natural Gas Act, to abandon, in part, service 
theretofore rendered to Southern under United’s rate schedule F. P. C. No. 87. 
Public notice of the filing of this application has been given, including publica- 
tion in the Federal Register on January 25, 1952 (17 F. R. 779). This applica- 
tion is on file with the Commission and open to public inspection. These two 
applications contemplate that the volume of gas to be delivered would total 
approximately the volumes of gas presently being sold under rate schedule 
F. P. C. No. 87. 

Concurrently with the filing of its application at docket No. G-1750, on July 
18, 1951, United tendered for filing a new transportation contract with Southern 
and a new sales contract with Southern, both dated May 7, 1951, to effectuate 
the changes in service to Southern for which authorization is being sought at 
docket Nos. G-—1750 and G—1873. These contracts were tendered for filing by 
United as alleged initial rate schedules in accordance with section 154.3 (b) of 
the Commission's provisional rules of practice and procedure, notwithstanding 
the fact that they proposed changes in the present service being rendered to 
Southern, and provided increases in the rates and charges to Southern as com- 
pared with the services and rates and charges provided by the aforesaid rate 
schedule F. P. C. No. 87. This filing by United was rejected by the Commission 
since United failed to submit the supporting data required by the Commission’s 
rules for changes in existing rate schedules, including supporting data required 
for proposed increases in rates and charges. 

On November 26, 1951, United tendered for filing the sales contract with 
Southern dated May 7, 1951, hereinbefore referred to, together with data to 
support the proposed increase in rates and charges amounting to approximately 
$1,265,790, which contract was designated as United’s rate schedule F. P. C. 
No. 112—A and supplement Nos. 1, 2, and 3 thereto. By order of December 21, 
1951, at docket No. G—1860, the Commission suspended said rate schedule and 
supplements and ordered a hearing thereon to be held at a time to be fixed by 
further order of the Commission. 

On February 1, 1952, United tendered for filing the transportation contract 
with Southern, dated May 7, 1951, hereinbefore referred to, together with two 
supplements, which have been designated as United’s rate schedule F. P. C. No. 
112-B and supplement Nos. 1 and 2 thereto. As a result of the rate contained 
in the transportation contract, and the new purchase contract with Southern 
Production Co., Southern would pay some $700,000 more per year for gas re- 
ceived after transportation than it would have paid under rate schedule F. P. C. 
No. 87. Concurrently, United filed a supplementary agreement with Southern, 
dated January 8, 1952, to reduce the volume of gas sold to Southern under rate 
schedule F. P. C. No. 87, which supplementary agreement has been designated 
as supplement No. 2 to rate schedule F. P. C. No. 872 

Said supplementary agreement of January 8, 1952 provides that in the event 
the transportation contract becomes effective prior to the effective date of the 


2The gas to be transported by United for Southern is to be obtained by Southern by 
purchase from Southern Production Co. in the Carthage field. Said volume has apparently 
been sold in the past by Southern Production Co. to United. 

?Said supplement also amends rate schedule F. P. C. No. 112—A, and has been also 
designated as supplement No. 4 to rate schedule F. P. C. No. 112—A. 
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new sales contract, the volume of gas under the existing sales contract shall 
be reduced to the volume of gas provided in the new sales contract for the period 
between the effective date of the transportation contract and the effective date 
of the new sales contract. 

It thus appears that United’s proposal, to transport volumes of gas for South- 
ern and to reduce correspondingly the volumes of gas sold to Southern, would 
not result in any change in physical operations from the present operations where- 
by up to 115,000 Mcf per day is being delivered to Southern under United’s rate 
schedule F. P. C. No. 87. 

The Commission finds: 

(1) United’s rate schedule F. P. C. No. 112-A and rate schedule F. P. C. No. 
112-B, and supplements thereto, and supplement No. 2 to rate schedule F. P. C. 
No. 87 propose changes in existing rates, charges, classifications and service from 
those specified by United’s rate schedule F. P. C. No. 87. Such changes would 
have the result of increasing the cost to Southern of obtaining the gas heretofore 
obtained at its receiving station in the Monroe field under United’s rate schedule 
F. P. C. No. 87 by an amount of at least $2,000,000 per year. Such changes may 
be unjust, unreasonable, unduly discriminatory or preferential, and may place 
an undue burden upon ultimate consumers of natural gas, and the Commission 
should enter upon a hearing, pursuant to section 4 of the Natural Gas Act, con- 
cerning the lawfulness of the rates, charges, classifications and service of said 
rate schedules, including rules, regulations, and any contracts relating thereto, 
and said rate schedules should be suspended pending hearing and decision thereon. 

(2) The proceedings at docket Nos. G—-1750, G-1873, and G—1860 (the filings of 
February 1, 1952 are included in this latter docket) are interrelated so that the 
proceedings in these dockets should be consolidated for purpose of hearing. 

The Commission orders: 

(A) United’s rate schedule F. P. C. No. 112-B and supplement Nos. 1 and 
2 thereto, and supplement No. 4 to rate schedule F. P. C. No. 112-A and supple- 
ment No. 2 to rate schedule F. P. C. No. 87, be and the same are hereby suspended, 
pursuant to section 4 of the Natural Gas Act, and pending a hearing and decision 
thereon, their use is deferred until August 3, 1952, and until such further time 
as such rate schedules may be made effective in accordance with the provisions 
of the Natural Gas Act. 

(B) The proceedings at docket Nos. G-1750, G—1860, and G—1873 be and the 
same are hereby consolidated for purpose of hearing. 

(C) Pursuant to the authority contained in sections 4, 7, and 15 of the Natural 
Gas Act, and the rules and regulations of the Commission thereunder, a public 
hearing be held in this consolidated proceeding, commencing on March 17, 1952, 
at 10:00 a. m. (EST) in the hearing room of the Federal Power Commission, 
1800 Pennsylvania Avenue NW., Washington, D. C. 

(D) Interested State commissions may participate as provided by section 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of said rules of practice and procedure. 

Adopted: February 28,1952. Issued: February 29, 1952. 


Findings and order issuing certificates of public convenience and necessity 
Central Arizona Light & Power Co. and Arizona Edison Co., Ine. 
Docket Nos. G-1886, G—1887 


On January 28, 1952, Central Arizona Light & Power Co. (Central), an Arizona 
corporation, having its principal place of business at Phoenix, Ariz., filed an appli- 
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cation for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing the acquisition from Arizona Edison Co., Inc. 
(Edison), of approximately 12 miles of 2-inch pipe line, between El Paso Natural 
Gas Company’s (El Paso) 26-inch line in Cochise County, Ariz., to the com- 
munity of Bowie, Ariz., and 11 miles of 3-inch pipe line from El Paso’s line near 
Superior, Ariz., to the communities of Ray and Sonora, Ariz., together with 
metering and regulating equipment. 

On January 28, 1952, Arizona Edison Co., Inc., an Arizona corporation, having 
its principal place of business at Phoenix, Ariz., filed an application for a certifi- 
cate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, authorizing the operation of the aforementioned pipe lines and for 
permission to transfer these facilities to Central. 

By Commission order issued on February 20, 1952 the above-docketed proceed- 
ings were consolidated for purpose of hearing. Pursuant to due notice, a public 
hearing was held in Washington, D. C., on February 28, 1952, respecting the 
matters involved and the issues presented by the applications. No protest to 
the applications has been received. 

Through the facilities, Edison transports natural gas which it purchases from 
El Paso, to its distribution systems in the Arizona communities of Bowie, Ray, 
and Sonora. There will be no change in service resulting from the proposed 
transfer. The transfer is proposed pursuant to a merger in which all properties 
of Edison would be transferred to Central, which would then change its name 
to Arizona Public Service Co. 

The Commission finds: 

(1) Edison, an Arizona corporation, having its principal place of business at 
Phoenix, Ariz., owns and operates, among other facilities, natural-gas transmis- 
sion pipeline facilities located in the State of Arizona, and by such operations, 
Edison is engaged in the transportation of natural gas in interstate commerce 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(2) Central, an Arizona corporation, having its principal place of business at 
Phoenix, Ariz., will, upon acquisition of facilities from Edison, own and operate, 
among other facilities, natural-gas transmission pipeline systems located in the 
State of Arizona, and by such operations Central will be engaged in the trans- 
portation of natural gas in interstate commerce for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and will be, therefore, a 
‘“natural-gas company” within the meaning of the Natural Gas Act. 

(3) The facilities which Edison proposes to abandon and transfer to Central 
include facilities which are used for the transportation in interstate commerce 
of natural gas for ultimate public consumption and the abandonment thereof 
and abandonment by Edison of service rendered by means thereof, and the ac- 
quisition of such latter facilities and the undertaking of such service by Cen- 
tral are subject to the requirements of section 7 of the Natural Gas Act. 

(4) Public convenience and necessity permit the proposed abandonment by 
Edison of its facilities and of the service rendered by means thereof, and an 
order authorizing and approving the same should be issued as hereinafter con- 
ditioned. 

(5) The proposed acquisition and operation of the facilities of Edison by 
Central are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Central is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 
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(7) Edison and Central having requested the omission of the intermediate 
decision procedure and all the requirements of the provisions of section 1.32(b) 
of the Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Edison be and it hereby is authorized to abandon and transfer such of 
its facilities as are subject to the jurisdiction of the Commission, all as more 
fully described in the application in docket No. G—1887, and to terminate the 
service heretofore rendered by means of such facilities upon the terms and 
conditions of this order, provided that such facilities are transferred to Central 
and that it does undertake such service as hereinafter authorized. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Central to acquire and operate such of the Edison facili- 
ties as are subject to the jurisdiction of the Commission for the transporta- 
tion of natural gas as set forth in the application in docket No. G-1886 upon the 
terms and conditions of this order. 

(C) Edison and Central shall report to the Commission, in writing and under 
oath, the effective date of the abandonment of facilities and termination of 
service by Edison, and the acquisition of facilities and undertaking of service 
by Central. 

(D) The certificate issued herein is not transferable and shall be effective only 
so long as Central continues the operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 


Adopted: February 28,1952. Issued: February 29, 1952. 


Order authorizing issuance of securities 
Black Hills Power & Light Co. 
Docket No. E-6410 


Black Hills Power and Light Co. (applicant), a corporation organized and 
existing under the laws of the State of South Dakota, domesticated and authorized 
to transact business as a foreign corporation in the State of Wyoming, having its 
principal business office in Rapid City, S. Dak., filed its application on February 
8, 1952, with supplemental information on February 18 and 21, 1952, and an 
amendment thereto on February 27, 1952, for an order pursuant to section 204 of 
the Federal Power Act authorizing the issuance and sale of 33,730 shares of com- 
mon stock, par value $1 per share and authorization to issue and sell $1,000,000 
principal amount of first mortgage bonds, Series F, 37% percent, to be dated March 
1, 1952, and to mature March 1, 1982. 

The applicant proposes to offer the proposed shares of common stock for sub- 
scription by its present common stockholders pro rata upon the basis of one 
new share for each six shares held at a price of $17.75 per share and to enter into 
an underwriting agreement with Dillon, Read & Co., Inc., acting on behalf of an 
underwriting group, to purchase, at the subscription price, any shares of the 
proposed issue not subscribed by the stockholders. The proposed underwriting 
agreement provides that the applicant will pay the underwriters the sum of 55 
cents per share for each share to be issued plus the additional sum per share for 
each unsubscribed share the underwriters have to purchase, ranging from 15 cents 
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per share if the aggregate amount purchased is more than 3,373 shares to 40 
cents per share if the aggregate amount is 13,492 shares, or more. The under- 
writing agreement also provides that the applicant will pay the additional sum 
of 40 cents per share for shares issued upon the exercise of stockholders’ rights 
through the efforts of dealers. 

The $1,000,000 principal amount of bonds proposed to be issued are to be secured 
by applicant’s mortgage and deed of trust to Central Hanover Bank and Trust 
Co., as trustee, dated as of September 1, 1941, as supplemented and amended by 
supplemental indentures dated as of July 15, 1945, January 15, 1948, January 15, 
1949, March 1, 1950, and by a proposed supplemental indenture to be dated as 
of March 1, 1952. 

Applicant proposes to sell the bonds to the Equitable Life Assurance Society 
of the United States at 9914 percent of their principal amount plus accrued 
interest to the date of delivery. 

The proposed issuance of bonds will not be underwritten. For services in con- 
nection with the negotiation and sale of the proposed bonds, Dillon, Read & Co., 
Inc. will be paid a fee of $5,000. Total expenses with respect to the proposed 
issuance, including the above fee, are estimated at $15,000. 

The proceeds from the proposed sale of stock and bonds will be used to reim- 
burse applicant’s treasury for construction expenditures already made, including 
repayment of existing bank loans, and to finance further construction and 
improvement of applicant’s operating facilities. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Public Service Commission of Wyoming and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register February 13, 1952 (17 F. R. 2048) stating that 
any person desiring to be heard or to make any protest with reference to the 
application sho ud file a petition or protest on or before February 26, 1952. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

By order dated February 19, 1952, the Public Service Commission of Wyoming 
granted the application of applicant to issue and sell the above described 
securities. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction ef the Commissioner as 
heretofore determined and set out in the Commission’s order dated March 9, 
1948, In the Matter of Black Hills Power and Light Company, docket No. E-6121, 
7 F. P. C. 458. 

(2) The proposed issuance of securities described above is an issuance of 
securities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State Commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of section 
204 of the act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise between applicant 
and Dillon, Read & Co., Inc. The fees to be paid were fixed by arm’s-length bar- 
gaining and do not appear to be unreasonable. 

(5) The proposed issuance of securities as hereafter authorized and approved 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate and consistent with the 
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proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The proceeds to the applicant being less than $1,000,000 from each pro- 
posed issue of securities such issues are exempt from the requirements of the 
Commission’s general rules and regulations with respect to competitive bidding 
by virtue of section 34.1a (a) (3) thereof. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions and for the purposes specified in the application, be and the 
same are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Adopted: February 28, 1952. 





Issued: February 29, 1952. 


Order making tariff and service agreements effective, requiring the furnishing of 
bond, prescribing service obligations and interim billing demands 





Panhandle Eastern Pipe Line Co., City of Port Huron, City of Marysville, City of 
St. Clair, Michigan, municipal corporation, Southeastern Michigan Gas Co.; 
Michigan Consolidated Gas Co., complainant v. Panhandle Eastern Pipe Line 
Co.; Northern Indiana Fuel & Light Co., Missouri Central Natural Gas Co., The 

Central West Utility Co., Michigan Gas Utilities Co., and City of Auburn, III. 


Docket Nos. G-1116, G-1240, G-1317, G-1344, G-1417, G-1152, G-1415, G-1379, 
G-1457, G-1509, G-1616, G-1625, G-1659 





On June 13, 1951, the Commission issued in the above-docketed proceedings its 
opinion, 10 F. P. C. 185, and accompanying “Findings, conclusions and interim 
order modifying, amending and further conditioning order issuing certificates of 
public convenience and necessity, issued May 4, 1950, consolidating proceedings 
and fixing hearing.” This order, among other things, approved a form of tariff 
for Panhandle Eastern Pipe Line Co. (Panhandle) to become effective upon the 
introduction into the Panhandle system of Trunkline Gas Co. (Trunkline) gas, 
provided that Panhandle, prior thereto, “has filed with the Commission rates and 
charges allowed to become effective, or rates and charges otherwise prescribed 
by the Commission.” 

On August 17, 1951, Panhandle submitted to the Commission a tariff in the form 
approved by the Commission opinion in 10 F. P. C. 185, and accompanying order 
issued therewith, in which Panhandle incorporated rates and charges which it 
proposed to make effective upon the introduction of Trunkline gas into its system. 
Panhandle requested that the tariff designated as Panhandle Eastern Pipe Line 
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Co., F. P. C. gas tariff original volume No. 1, be permitted to become effective as of 
September 20, 1951. 

Upon applications for rehearing with respect to the opinion and accompanying 
order issued June 13, 1951, the Commission, after further hearings, issued its 
opinion and accompanying order on August 23, 1951, 10 F. P. C. 322, directing that 
certain minor modifications and revisions be made in the form of the tariff. 

On August 30, 1951, Panhandle filed with the Commission substitute original 
sheets for insertion in the tariff effecting, with one exception, the modifications 
and revisions ordered by the Commission in opinion and accompanying orders 
issued August 23, 1951, 10 F. P. C. 322. The revision and modification not effected 
by Panhandle, as directed by the Commission, relates to the specification of a 
minimum delivery pressure in section 10 of the general terms and conditions of 
the tariff. This matter will be held open pending the ultimate determination of 
the rate proceeding by the Commission. 

When it made its filing on August 30, 1951, Panhandle requested that the tariff 
as submitted on August 17, 1951, as modified and amended by the substitute sheets 
submitted on August 30, 1951, be permitted to become effective on September 20, 
1951. 

The tariff as filed by Panhandle proposed an annual increase in rates esti- 
mated by it to be approximately $21,400,000 based upon anticipated sales after the 
introduction of Trunkline gas into the Panhandle system. 

By order issued September 5, 1951, pending hearing and the Commission's deci- 
sion upon the question of the lawfulness of the tariff, the Commission issued an 
order suspending the proposed tariff until February 20, 1952, and until such fur- 
ther time thereafter as such tariff might be made effective in the manner pre- 
scribed by the Natural Gas Act. 

By its opinion, and accompanying order issued August 31, 1951, 10 F. P. C. 328, 
the Commission established interim service rules and regulations prescribing the 
minimum delivery volumes, and peak day distribution among customers of the 
natural gas Panhandle would have available while operating its pipeline system 
at 850,000 M. c. f. per day. The prescribed service rules were to be applicable 
pending the effectiveness of the new tariff and service agreements executed there- 
under and for the period from November 1951 through March 1952. In the afore- 
said opinion, 10 F. P. C. 328, 338, the Commission stated, among other things, as 
follows: 


The Commission reserves for future determination the equitable basis 
of billing by Panhandle after new rates become effective and while Pan- 
handle is unable to deliver the quantities specified in the new service agree- 
ments, including the storage service agreement, and nominated in the 
affidavits of customers which have not executed service agreements. 


On January 11, 1952, Panhandle, pursuant to section 154.63 of the Commission’s 
rules and regulations, filed with the Commission 45 service agreements executed 
with 43 of the 49 resale interstate customers which it serves.’ Thereafter, on 
February 8, 1952, Panhandle filed two additional service agreements with respect 
to service to two of its resale interstate customers. The resale customers with 
which Panhandle has now executed service agreements under the form of tariff 
approved by the Commission by opinion and accompanying orders issued June 
13, 1951, and August 23, 1951, 10 F. P. C. 185, and 10 F. P. C. 322 respectively, total 


mm 


1A substitute first page of the agreement between Panhandle and Central Indiana Gas 
Co. was received February 1, 1952, to bring the service agreement into conformity with 
the tariff. 














































































































864 FEDERAL POWER COMMISSION 


45, thus leaving four customers without new service agreements under such ap- 
proved tariff. 

*anhandle has requested that all of the filed service agreements be made effec- 
tive as of February 20, 1952. 

The four customers with which new service agreements have not been executed 
are as follows: 

Michigan Consolidated Gas Co. (Michigan Consolidated )? 

The Gas Service Co. (Gas Service)* 

Texas Gas Transmission Corp. (Texas Gas) 

The Central West Utility Co. (Central West) 

On February 12, 1952, Panhandle filed with the Commission a motion, pur- 
suant to the provisions of section 4 of the Natural Gas Act, moving that its 
F. P. C. gas tariff, original volume No. 1, be made effective as of February 20, 1952. 
As has hereinbefore been noted, Panhandle has requested the Commission to make 
effective as of February 20, 1952, the new service agreements executed under such 
tariff. 

The sum of the winter firm contract demands in the 47 service agreements filed 
total 811, 634 M. c. f. and the volumes prescribed by opinion, 10 F. P. C. 328, for the 
four customers without new service agreements amounts to 196,049 M. ec. f.;* 
thus establishing Panhandle’s sales for resale firm volumetric obligations at 
1,007,683 M. ec. f., approximately 157,600 M. c. f. in excess of the 850,000 M. ec. f. 
designed capacity. 

In view of the situation existing at this time it appears that the three follow- 
ing matters, among others, are presented to the Commission for consideration 
and determination : 

(1) The proper contract demands for resale customers under the general 
and limited service rate schedules. 

(2) Nature of volumetric and service obligations for the four customers 
which have not executed a form of service agreement contained in the tariff. 

(3) The billing demand provisions applicable under the conditions stated 
in the preceding paragraphs. 

In his opinion, 10 F. P. C. 328, issued August 31, 1951, and as modified by opin- 
ion, 10 F. P. C. 361, issued October 15, 1951, the Commission determined that Pan- 
handle’s designed capacity of 850,000 M. c. f. daily would be insufficient to meet 
the firm requirements of its customers during the present winter. It, therefore, 
allocated the system capacity, prescribing the minimum daily volumes which 
Panhandle would be required to deliver when the requirements of the customers 
exceed 850,000 M. c. f., such volumes being specified in appendix C, opinion, 10 
FF. P. C. 361. The Commission, in opinion, 10 F. P. C. 328, provided also, in the 
event that additional supplies of gas were available, for proportionate delivery 
of volumes greater than the volumes prescribed up to the contract demands 
established in service agreements or in affidavits of customers without such 
contracts. (In lieu of the contract demands nominated in the affidavits of 





* Application pursuant to section 7 (b) of the Natural Gas Act has been filed by Pan- 
handle in docket No. G-1725 to partially abandon service to Michigan Consolidated. The 
matter has been heard and is now pending. 

8 An application pursuant to section 7 (b) of the Natural Gas Act to abandon service 
to Gas Service has been filed by Panhandle. 


M. c. f. 
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Michigan Consolidated Gas Co. and Texas Gas Transmission Corp., the Com- 
mission prescribed the present maximum daily obligation of Panhandle pend- 
ing further order. ) 

Since the issuance of these opinions, there has been no change in the author- 
ized designed system sales capacity of the Panhandle system as considered 
in such opinions. Therefore some adjustments must be made to establish the 
proper contract demands for the period from February 20, through March 31, 
1952, together with concomitant determinations made as to the proper billing 
demands. 

Since the issuance of the first opinion, 10 F. P. C. 328, Panhandle has executed 
new service agreements under the approved form of tariff with resale customers 
which at the time of the issuance of the opinion had only nominated contract 
demands by affidavit. These customers together with the winter volumes speci- 
fied in the service agreements are: Central Illinois Electric & Gas Co., 6,050 
M. c. f.; Central Illinois Public Service Co., 37,800 M. c¢. f.; Illinois Power Co., 
67,000 M. c. f.; and Central Indiana Gas Co., 85,000 M. ec. f. The volumes for 
three of these customers under the executed service agreements represent changes 
from the volumes as set forth in appendix B to the opinion. 

As the Commission stated in that opinion, 10 F. P. C. 328, 330: 

The service agreements executed by Panhandle represent the mutually 
agreed upon contractual obligation of Panhandle to those parties with whom 
the service agreements were executed, contingent only upon such service 
agreements being made effective in accordance with the provisions of the 
Natural Gas Act. 


a + x i * * 


In net effect, therefore, Panhandle’s ultimate obligations to serve the 
majority of its customers are measured by executed service agreements 
which will become effective upon the fixing by the Commission of just and 
reasonable rates for the future, or when such executed service agreements 
are otherwise made effective pursuant to the Natural Gas Act. 

By this opinion the Commission prescribed for the “winter months (November, 
December, January, February, and March) * * * the equitable distribution 
(of natural gas among customers) when and if Panhandle is delivering from 
its main line system not in excess of designed system capacity of 850,000 M. «. f. 
per day * * *”’, 10 F. P. C. 328, 333. The distribution made of the 850,000 M. c. f. 
of Panhandle’s designed system sales capacity was essentially related to the 
1951-52 winter requirements of each resale customer. Notwithstanding the 
changes in volumes under executed service agreements (and Panhandle’s ulti- 
mate obligations) from those previously nominated by affidavits, it appears 
that Panhandle’s minimum delivery obligations to resale customers should 
remain those as set forth in appendix C to the opinion, 10 F. P. C. 361. The 
maximum firm delivery obligations for the period from February 20, to March 
31, 1952, should be the volumes set forth in the service agreements executed 

under the tariff, and as hereinafter prescribed by the Commission for those 

customers with which Panhandle has refused to execute service agreements 
under the tariff.° 

The minimum firm delivery obligations as set forth in appendix C to the 

opinion, 10 F. P. C. 361, are to apply during the period from February 20 through 

March 31, 1952, only. For, as was stated in the opinion, 10 F. P. C. 328, 332, 


5 As has been pointed out hereinbefore Panhandle has pending applications to reduce 
or abandon service to Michigan Consolidated and Gas Service. 
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So far as the present record shows, Panhandle’s capacity will be sufficient 
to meet the summer volumes set forth in the executed service agreements and 
affidavits. 





Therefore the firm volumetric obligations of Panhandle during the months 
April through October 1952, should be those set forth in the service agreements 
executed under the tariff and as hereinafter prescribed by the Commission. Such 
volumetric obligations should continue for subsequent years until superseded by 
new service agreements or otherwise changed by the Commission in accordance 
with the Natural Gas Act. In this conection it is appropriate to repeat that “The 
Commission does not expect nor does it now intend, to issue further orders al- 
locating the capacity of Panhandle’s pipeline system during ensuing winter 
periods.” (P. 338.) 

3y reason of the circumstances presented in these proceedings, good cause has 
been shown to allow the service agreements filed by Panhandle on January 11 
and February 8, 1952, to take effect on February 20, 1952, the date upon which 
Panhandle’s F. P. C. gas tariff, original volume No. 1 will become effective as 
hereinafter ordered. 

Adverting now to the four resale customers with which Panhandle has not 
executed service agreements under the tariff for the volumes which the Com- 
mission found in the opinions, 10 F. P. C. 328 and 10 F. P. C. 361, to be reasonable 
under present conditions, the statements made by the Commission in its opinion 
may be reiterated : 


Having executed service agreements under the new form of tariff cover- 
ing most of the service to be rendered thereunder, we do not suppose Pan- 





handle would seek to persist in a refusal to extend similar treatment to its 
remaining customers to whom gas is now being allocated on a basis of their 
affidavits of nominated demands; nor could such discriminatory treatment be 
tolerated under the provisions of the Natural Gas Act. 


While it is true that Panhandle’s contract with Michigan Consolidated with 
respect to service in the Detroit area of Michigan provides for expiration on 
December 31, 1951, its application for partial abandonment of service to Mich- 
igan Consolidated, docket No. G—1725, is still pending before the Commission. 
By opinion, 10 F. P. C. 328, the Commission determined that Panhandle should 
continue to deliver on a firm basis to Michigan Consolidated 127,000 M. ec. f. 
per day (125,000 M. ec. f. per day at Detroit and 2,000 M. c. f. per day at Ann 
Arbor), and to Texas Gas 18,000 M. ¢. f. per day. 

Examination of the present contracts discloses that changes will be necessary 
to bring up to date the description of areas served by two of the four customers ® 
and for one customer (Texas Gas) to identify all delivery points.’ 

In view of the foregoing and the specific provisions of the rate schedules con- 
tained in the tariff, it is necessary and desirable to prescribe the firm volumetric 
and service obligation provisions for the four customers in accordance with the 
form of service agreement provisions of the tariff, showing service areas, “con- 
tract demand,” delivery points and pressures and other pertinent information, 
exclusive of the term of service, which appear in present contracts or in affi- 
davits in these proceedings. The term, in the opinion of the Commission, should 
be for the unexpired life of present contracts, except in the cases of Michigan 

* Central West and Gas Service. 

* There are presently pending before the Commission two proceedings, docket Nos. G-1551 
and G—1552, upon exceptions to the presiding examiner’s decision issued August 30, 1951, 
concerning volumes of natural gas to be delivered to Texas Gas at two points of delivery, 
near Montezuma and Danville, Ind. 
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Consolidated and Gas Service, where the term would be indefinite and subject 
to further order of the Commission upon decision of the abandonment proceed- 
ings now pending. 

What in effect are “service agreement” provisions restating existing contracts 
on file with the Commission between Panhandle and Michigan Consolidated, 
Gas Service, Texas Gas and Central West are set forth in appendices A, B, C, 
and D hereto, which are made a part hereof by reference. These “restatements,” 
in the Commission’s opinion, constitute just and reasonable “service agreements” 
for the periods for which they may be effective. 

The acceptance of the executed service agreements for filing and the pre- 
scription of restatements of existing contracts with respect to service and volu- 
metrie obligations of Panhandle to those customers with which new service 
agreements have not been executed is not to be construed as approval by the 
Commission of the rates and charges, as contained in the tariff, to which refer- 
ence is made in the executed service agreements and in the restatements. 

In opinion, 10 F. P. C. 328, as has hereinbefore been indicated, the Commission 
reserved for future determination the equitable basis of billing under the new 
tariff while Panhandle is unable to deliver the quantities specified in the service 
agreements, nominated in affidavits or the volumes found reasonable by the 
Commission for delivery to Michigan Consolidated and Texas Gas. 

The new tariff provides that the billing demand for general service shall be 
the greatest quantity delivered under the rate schedule on any day during the 
billing month, but shall not be higher than the contract demand for the month 
nor less than 90 percent of the contract demand for the month. For limited 
service the tariff provides that the billing demand shall be the contract demand. 

In accordance with the reservation referred to above, with respect to the 
buyers to be served under the “G” rate schedules, the billing demand specified 
by such rate schedules shall apply, provided however, that if during the period 
commencing on February 20, 1952, through March 31, 1952, the actual peak day 
during the billing period and the volume specified in appendix C to opinion, 10 
I. P. C. 361, are both less than 90 percent of the contract demand, the billing 
demand shall be the higher of the actual peak day or the aforesaid appendix 
C volume. 

The billing demand as contained in the other schedules of the tariff will not 
be changed. 

The tariff, in section 1.2 of the general terms and conditions, specifies that the 
“billing month” shall be the calendar month. Since Panhandle has moved to put 
the tariff into effect as of February 20, 1952, it is appropriate that the demand 
charges for the billing period from February 20 to and including February 29, 
1952, shall be prorated to reflect the fact that this billing period is less than 
a calendar month. 

The Commission will reserve for future determination the appropriate basis 
for the billing demands for the winter of 1952-1953. 

Concerning the motion filed by Panhandle on February 12, 1952, moving that 
its F. P. C. gas tariff, original volume No. 1, be made effective February 20, 1952, 
section 4 (e) of the Natural Gas Act provides that whenever a new rate schedule 
is filed, the Commission shall have authority to enter upon a hearing concerning 
the lawfulness of the same; and that pending such hearing and the decision there- 
on, the Commission may suspend the operation of the new rate schedule, “but not 

for a longer period than five months beyond the time when it would otherwise 
go into effect.” Said section further provides: 


If the proceeding has not been concluded and an order made at the expira- 
tion of the suspension period, on motion of the natural-gas tompany making 
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the filing, the proposed change of rate, charge, classification, or service shall 
go into effect. Where increased rates or charges are thus made effective, 
the Commission may, by order, require the natural-gas company to furnish 
a bond, to be approved by the Commission, to refund any amounts ordered 
by the Commission, to keep accurate accounts in detail of all amounts re- 
ceived by reason of such increase, specifying by whom and in whose behalf 
such amounts were paid, and, upon completion of the hearing and decision, 
to order such natural-gas company to refund, with interest, the portion of 
such increased rates or charges by its decision found not justified. 


As has hereinbefore been indicated, the modified and amended Panhandle 
F. P. C. gas tariff, original volume No. 1, was filed on August 30, 1951, with a 
request that it be made effective on September 20, 1951. Such tariff was sus- 
pended by order of the Commission issued September 5, 1951, until February 
20, 1952, and until such further time thereafter as such tariff might be effective 
in the manner prescribed by the Natural Gas Act. 

The proceedings instituted for the purpose of determining the lawfulness of 
such tariff have not been concluded, or a decision rendered therein. 

On February 12, 1952, Panhandle filed a motion moving that its F. P. C. gas 
tariff, original volume No. 1 be made effective at the expiration of the suspension 
period, to wit, on February 20, 1952. 

The Commissioa finds: 

(1) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and in the public interest to require that Panhandle refund, 
with interest at the rate of 6 percent per annum, to those entitled thereto, any 
portion of the increased rates or charges found by the Commission in this pro- 
ceeding not justified; that Panhandle bear all expense of any such required re- 
funding; that Panhandle keep accurate accounts in detail of all amounts re- 
ceived by reason of the increased rates and charges made effective on February 
20, 1952, specifying by whom and in whose behalf all such amounts were paid, 
reporting the same to the Commission monthly for each billing period; and 
that Panhandle furnish a corporate bond satisfactory to the Commission in the 
amount and conditioned as hereinafter ordered. 

(2) Good cause has been shown to allow the service agreements fined by Pan- 
handle on January 11 and February 8, 1952, to take effect as of February 20, 
1952, as hereinafter ordered. 

(3) Except as modified by this order, it is necessary and desirable in the 
public interest to continue in effect as executed service agreements the present 
contracts on file with the Commission between Panhandle and Michigan Con- 
solidated, Gas Service, Texas Gas and Central West pending orders of the Com- 
mission in proceedings now pending before it, or until such time as such con- 
tracts are terminated in accordance with the provisions of the Natural Gas Act, 
or superseded or replaced in accordance with the terms of Panhandle’s appli- 
cable F. P. C. gas tariff. 

(4) The present contracts on file with the Commission between Panhandle 
and Michigan Consolidated, Gas Service, Texas Gas, and Central West, except as 
modified by appendices A, B, C, and D hereto, shall constitute just and reasonable 
executed service agreements for the period they may be effective in accordance 
with paragraph (3) hereof, contingent, however, upon final action of the Com- 
mission upon the rates and charges set forth in Panhandle’s F. P. C. gas tariff, 
original volume No. 1, to take effect as of February 20, 1952, as hereinafter or- 
dered. 

(5) The equitable basis of billing during the period from February 20, 1952, 
through March 31, 1952, with respect to buyers served by Panhandle under the 
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“G” rate schedules of its F. P. C. gas tariff, original volume No. 1, shall be the 
billing demand specified by such schedules, provided, however, that if during the 
period commencing on February 20, 1952, through March 31, 1952, the actual 
peak day during the billing period and the volume specified in appendix C to 
opinion, 10 F. P. C. 361 are both less than 90 percent of the contract demand, the 
billing demand shall be the higher of the actual peak day or the aforesaid 
appendix C volume. 

The Commission orders: 

(A) Panhandle Eastern Pipe Co. shall refund to those entitled thereto any 
portion of the increased rates and charges made effective as of February 20, 1952, 
found by the Commission in this proceeding not justified, with interest at the 
rate of 6 per cent per annum from the date of payment to Panhandle until re- 
funded ; shall bear all costs of any such refunding; shall keep accurate accounts 
in detail of all amounts received by reason of such increased rates and charges 
for each billing period, specifying by whom and in whose behalf such amounts 
were paid, and reporting the same in writing and under oath to the Commis- 
sion monthly for each billing period; and shall, within 15 days from the date 
of issuance of this order, execute and file with the Secretary of the Commission 
u corporate bond, satisfactory to the Commission, in the amount and conditioned 
as set out in paragraph (B) hereof. 

(B) By said corporate bond, Panhandle, its surety, and their successors and 
assigns, jointly and severally, shall be held and firmly bound unto the Federal 
Power Commission, for the use and benefit of those entitled thereto, in the sum 
of $2,000,000; and said bond shall contain the following provisions: 

“The condition of this obligation is such that: 

“WHEREAS, Panhandle Eastern Pipe Line Co. (herein called Panhandle) on 
August 17, 1951, filed with the Federal Power Commission (herein called Com- 
mission) its F. P. C. gas tariff, original volume No. 1, and thereafter on August 
30, 1951, tiled substitute sheets modifying and revising such F. P. C. gas tariff, 
original volume No. 1, setting forth therein its proposed rate schedules increas- 
ing presently effective rates and charges subject to the jurisdiction of the Com- 
mission to Panhandle’s interstate wholesale customers; and 

“WHEREAS, by order issued September 5, 1951, the Commission suspended 
the operation of said tariff, and ordered a hearing to be held concerning the 
lawfulness of the proposed rates, charges, and classifications, subject to the 
jurisdiction of the Commission, as set forth in said tariff, and by said order 
issued September 5, 1951, the use of such tariff was deferred until February 
20, 1952, and thereafter until such further time as such revised sheets might 
be made effective in the manner prescribed by the Natural Gas Act; and 

“WHEREAS, the proceeding has not been concluded and an order made, and 
cn February 12, 1952, Panhandle pursuant to the provisions of section 4 (e) of 
the Natural Gas Act, having filed a motion to make the charges in rates effective 
as of February 20, 1952; and 

“WHEREAS, the Commission, in response to said motion, on March 4, 1952, 
adopted its order making the rates, charges, and classifications set forth in said 
tariff effective as of February 20, 1952, subject to Panhandle’s furnishing a bond 
in the sum of $2,100,000 satisfactory to the Commission, and required that Pan- 
handle refund any portion of the increased rates and charges made effective as 
of February 20, 1952, found by the Commission in docket Nos. G—1116, G—1240, 
G-1317, G-1344, G-1417, G—1152, G-1415, G-1379, G-1457, G-1509, G-1616, G-1625, 
and G—1659 not justified. 

“NOW THEREFORE, if Panhandle shall, in conformity with the terms and 
conditions of the order adopted on March 4, 1952, by the Federal Power Com- 
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mission in docket Nos. G—1116, et al., well and truly repay at such times and in 
such amounts, to the persons entitled thereto, and in such manner as may be 
required by the final order of the Commission in said proceedings, subject to court 
review thereof, any portion of such rates or charges collected by Panhandle 
Eastern Pipe Line Co. after February 20, 1952, as such final order may find not 
justified, together with interest thereon at the rate of 6 percent per annum from 
the date of payment thereof to Panhandle Eastern Pipe Line Co. until refunded, 
and shall otherwise comply with the provisions of the Natural Gas Act relating 
thereto, then this obligation shall be void, otherwise to remain in full force and 
effect.” 

(C) Upon the execution by Panhandle of such bond and upon approval of 
such bond, evidenced by letter addressed to Panhandle by the Secretary of the 
Commission, the rates, charges, and classifications set forth in the aforesaid 
F. P. C. gas tariff, original volume No. 1, shall be effective as of February 20, 1952, 
subject to further orders of the Commission in this proceeding. 

(D) The service agreements filed by Panhandle on January 11, and February 
8, 1952, shall be deemed to have been filed and published in compliance with the 
Natural Gas Act. 

(E) The service agreements referred to in paragraph (D) hereof, be and they 
are hereby allowed to take effect as of February 20, 1952. 

(F) Except as modified by this order and by appendices A, B, C, and D, hereto, 
respectively, the present contracts on file with the Commission between Pan- 
handle and Michigan Consolidated, Gas Service, Texas Gas and Central West 
shall continue in effect as executed service agreements between the parties in 
accordance with paragraph (3) hereof. 

(G) The billing demand for customers served under the “G” rate schedules 
of Panhandle’s F. P. C. gas tariff, original volume No. 1 shal! be as set forth 
in paragraph (5) hereof during the period from February 20, 1952, through March 
31, 1952. 

(H) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending, or 
hereafter instituted, by or against Panhandle Eastern Pipe Line Co. 

(I) Until March 31, 1952, the Commission’s opinions, 10 F. P. C. 328 and 10 
F. P. C. 361, and orders accompanying such opinions and this order shall consti- 
tute a part of Panhandle’s F. P. C. gas tariff, original volume No. 1. 


Commissioner Draper not participating. 
Adopted: March 4, 1952. Issued: March 5, 1952. 


APPENDIX A 


STATEMENT OF SERVICE CONDITIONS FOR THE SALE OF GAS BY PANHANDLE EASTERN 
Pipe LINE COMPANY (SELLER) TO MICHIGAN CONSOLIDATED GAS COMPANY (BUYER) 


Article 1—Gas To Be Sold and Purchased 


Seller shall sell and deliver, and buyer shall purchase and receive, the following 
volume of natural gas: 
The Contract Demand of 127,000 M. c. f. 


Article 2—Rate Schedule 


For all natural gas delivered by seller to buyer under the terms hereof, buyer 
agrees to pay seller the prices provided for under seller’s rate schedule LS-1 as 
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filed with the Federal Power Commission, and as same may hereafter be legally 
amended or superseded. Deliveries hereunder shall be subject to the provisions 
of such rate schedule and the general terms and conditions applicable thereto 
on file with the Federal Power Commission (as same may hereafter be legally 
amended or superseded), which by reference are incorporated herein and made 
a part hereof. 


Article 3—Buyer’s Service Area and Storage Facilities 


The service areas and storage facilities of buyer, for which the natural gas 
purchased hereunder is intended for resale to ultimate consumers, are as follows: 

Detroit, Michigan, and Ann Arbor, Michigan, and environs, and distribution sys- 
tems served by buyer which are interconnected with Detroit and Ann Arbor by 
means of facilities operated by buyer and gas holders of buyer. 


Article 4—Points of Delivery 


Delivery of the natural gas by seller to buyer shall be at or near the point 
of delivery indicated below and seller shall not be obligated to deliver gas in 
greater daily volume and at a pressure in excess of that specified with respect 
to each point of delivery : 


Marimum 
Daily De- 
livery obligqa- 
Point of Delivery tion (M. c.f.) Delivery Pressure (P. S. 1. G. 


Outlet side of seller’s meters at buyer’s River Rouge 125,000 100, 
plant, Greenfield and Allen Roads, in Melvindale, 
Mich., and before passing through buyer's regu- 


lators, 

Outlet side of seller’s meters at a measuring station  2,000_. Such uniform pressure as buyer may 
located on the Louis Zink farm near Carleton, require, up to but not exceeding the 
Monroe County, Mich pressure existing by virtue of operat- 

ing conditions at the point of deliv- 
ery. 


trticle 5—Status of Existing Contracts 
There are on file with the Commission as effective rate schedules the following 
contracts between seller and buyer : 
(a) Contract dated August 31, 1935, as amended, designated as seller’s rate 
schedule F. P. C. No. 12 and supplements thereto ; 
(b) Contract dated April 20, 1937, as amended, designated as seller’s rate 
schedule F. P. C. No. 25, and supplements thereto. 


Pursuant to provisions of section 14.4 of general terms and conditions of seller’s 
tariff, such contracts shall continue in effect as executed service agreements, 
with service and volumetric obligations and rates to be charged for gas being 
as provided herein. 

irticle G6—Notices 


Except as herein otherwise provided, any notice, request, demand statement 
or bill provided for in the general terms and conditions and the rate schedules to 
which they apply, or any notice which either seller or buyer may desire to give 
to the other, shall be in writing and shall be considered as duly delivered when 
mailed by registered mail to the post office address of seller or buyer, or at such 
other address as either shall designate by formal written notice. Routine com- 
munications, inclnding monthly statements and payments, shall be considered as 
duly delivered when mailed by either registered or ordinary mail. The post 
office addresses of the parties hereto are as follows: - 
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Panhandle Eastern Pipe Line Co. 
1221 Baltimore Avenue 
Kansas City 6, Mo. 
Michigan Consolidated Gas Co. 
415 Clifford Street 
Detroit 26, Mich. 
Marcu 4, 1952. 
APPENDIX B 
STATEMENT OF SERVICE CONDITIONS FOR THE SALE OF GAS BY PANHANDLE EASTERN 
Pree LinE CoMPANY (SELLER) TO THE GAS SERVICE COMPANY (BUYER) 


Article 1—Gas To Be Sold and Purchased 


Seller shall sell and deliver, and buyer shall purchase and receive the following 
volumes of natural gas, which shall constitute the contract demands for the re- 
spective months: 


During Month of | V.c. f. of Contract Demand 
January April : 
February RI rica rece eels ; ncn 1.88 


26, S30 


March se , 11, 049 | June____- hccstacisdsdeae “NRE 
Pc esicactis ; : 4,992 
December | August__ 5, 0O7 

gS ae See 


BIN scenic das daca nian, Sag ae 


November 


Article 2—Rate Schedule 


For all natural gas delivered by seller to buyer under the terms hereof, buyer 
agrees to pay seller the prices provided for under seller’s rate schedules G-2 
and G—3 as filed with the Federal Power Commission, and as same may hereafter 
be legally amended or superseded. Deliveries hereunder shall be subject to the 
provisions of such rate schedules and the general terms and conditions appli- 
cable thereto on file with the Federal Power Commission (as same may here 
after be legally amended or superseded), which by reference are incorporated 
herein and made a part hereof. 


Article 3—Buyer’s Service Area and Storage Facilities 


The service areas and storage facilities of buyer, for which the natural gas 
purchased hereunder is intended for resale to ultimate consumers, are as 
follows: 

Kansas: Osawatomie, Paola and environs, Rantoul and environs, Greeley, 
Lane, Somerset, Arlington, Bloom, Bucklin, Iuka, Kingsdown, Kismet, Langdon, 
Minneola, Mullinville, Preston, Turon, Burns, Elbing, Whitewater, and present 
Kansas rural customers. 

Missouri: Kansas-Missouri State Line Rural Customers, Bannister Acres, 
Belton, Blue Springs, Eastwood Hills, Fetters (4-inch line), Grandview and 
environs, Greenacres, Hickman Hills, Hillcrest, Holmes Park, Holmes Wood, 
105 and Holmes, Jackson County Negro Home, Lee’s Summit Markey Road, Martin 
City, McPherson Road, Raytown, Rose Hill, Sechrist, 110 and State Line, Wheeler 
2-inch line, Cogan Lane Extension, Fansher, Johnson, A. C. Long, Long-Miller 
Turkey Ranch, Saunders Extension, Unity Inn, Wells Road, Wolferman, Missouri 
Rurals, Liberty Line Rurals, Centerview, Clarksburg, Fayette, Harrisonville, 
Houstonia, Palmyra, Pilot Grove, Tipton, Windsor, and Audraiz County Home. 
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irticle 4—Points of Delivery 


Delivery of the natural gas by seller to buyer shall be at or near the point of 


delivery indicated below and seller shall not be obligated to deliver gas in greater 


daily volume and at a pressure in excess of that specified with respect to each 
point of delivery: 











Maximum Maximum 
daily Delivery Delivery 
Point of delivery delivery pressure Point of de i pressure 
obligation p. s g p.S.1 
(M. c. f 
KANSAS Missour!—Continued 
Osawatomie 3, 610 50 Hillerest 373 50 
Paola 3, 600 50) Holmes Park 79 50 
Paola, Miami Co. 6” ML 10 1 Holmes Wood 5 ‘ 373 50 
Paola, Miami Co.— Kans 105 & Holmes 146 0 
ML ° 25 10 Jackson Co. Negro Home a) ~) 
Rantoul 80 25 Lee’s Summit__- 1, 834 50 
Rantoul Rural-_-- 16 10 Markey Road 22 50 
Greeley 212 i) Martin City 166 0 
Lane 171 40) McPherson Road SO 50 
somerset 23 If Raytown 41 70 
Kansas Taps ‘ 332 ty) Rose Hill 69 20 
Arlington 271 50 Sechrist st 50 
Bloom 97 50 110 & State Line 134 50 
Bucklin-_-. 73 50 || Wheeler 2” 92 30 
luka 91 fi Cogan Lane Extensior is 20 
Kingsdown ica 92 Bi Fansher 30 50 
Kismet 124 50 || Johnson 53 40) 
Langdon. 112 A.C. Long 20 a1) 
Minneola-.-. 2 18 50 Long Miller Turkey 
Mullinville 1 0 Ranch 2 50) 
Preston 248 a) Saunders Ext 152 40 
ruron 507 50 Unity Inn 150 1) 
Burns 225 10 Wells Road 79 3) 
Elbing 75 4() Wolfermar $52 30 
Whitewater ; 500 4 Missouri Taps 1. 100 5) 
Liberty Line Rurals 300 50 
Total Kansas 3 11, 979 Centerview 100 50 
Clarksburg 150 50) 
Miss RI Fayette 2, 700 60 
Harrisonvill 2, 470 5 
41 Houstonia 250 50 
121 2 Palmyra 2, 50K 60 
900 50 Pilot Grove 500 5O 
955 i Tipton 1, 000 ou 
2, 840 7 Wind 2 000 0) 
209 50) Audrain Co. Home 2 0 
(rrandview 1,45 / 50 
Grandview 4” 300 50 lotal Missouri 29, 070 
Greenacres 4’" _ _- ‘ 237 50) 
Hickman Hills.-...-.--. 075 65 Grand total 41, 049 


Article 5—Status of Existing Contracts 

There are on file with the Commission as effective rate schedules the following 
contracts between seller and buyer: 

(a) Contract dated May 18, 1940, designated as seller’s rate schedule F. P. C. 
No. 31; 

(b) Contract dated May 18, 1940, designated as seller’s rate schedule F. P. C. 
No. 34; 

(c) Contract dated February 24, 1940, designated as seller’s rate schedule 
F. P. C. No. 103; 

(d) Letters dated December 22, 1926, and April 23, 1931, and contracts dated 
June 27, 1927, and December 1927, designated as seller’s rate schedule F. P. C. 
No. 105: 

(e) Letters dated May 10, 1946, and December 18, 1945, designated as seller’s 
rate schedule F. P. C. No. 109. . 
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Pursuant to provisions of section 14.4 of general terms and conditions of seller’s 
tariff, such contracts shall continue in effect as executed service agreements with 
service and volumetric obligations and rates to be charged for gas being as pro- 
vided herein. 

Article 6—Notices 


Except as herein otherwise provided, any notice, request, demand statement or 
bill provided for in the general terms and conditions and the rate schedules to 
which they apply, or any notice which either seller or buyer may desire to give 
to the other, shall be in writing and shall be considered as duly delivered when 
mailed by registered mail to the Post Office address of seller or buyer, or at such 
other address as either shall designate by formal written notice. Routine com- 
munications, including monthly statements and payments, shall be considered as 
duly delivered when mailed by either registered or ordinary mail. The Post 
Office addresses of the parties hereto are as follows: 

Panhandle Eastern Pipe Line Co. 
1221 Baltimore Avenue 
Kansas City 6, Mo. 
The Gas Service Co. 
700 Searritt Building 
Kansas City, Mo. 
Marcu 4, 1952. 
APPENDIX C 


STATEMENT OF SERVICE CONDITIONS For THE SALE OF GAS BY PANHANDLE EASTERN 
Prre LINE ComMpPpANyY (SELLER) TO TEXAS GAS TRANSMISSION CORPORATION 
(BUYER) 
Article 1—Gas to be Sold and Purchased 


Seller shall sell and deliver, and buyer shall purchase and receive, the following 
volume of natural gas: 
The Contract Demand of 18,000 M. c. f. 


Article 2—Rate Schedule 


For all natural gas delivered by seller to buyer under the terms hereof, buyer 
agrees to pay seller the prices provided for under seller’s rate schedule LS-1 as 
filed with the Federal Power Commission, and as same may hereafter be legally 
amended or superseded. Deliveries hereunder shall be subject to the provisions 
of such rate schedule and the general terms and conditions applicable thereto on 
file with the Federal Power Commission (as same may hereafter be legally 


amended or superseded), which by reference are incorporated herein and made 
a part hereof. 


Article 3—Buyer’s Service Area and Storage Facilities 


The service areas and storage facilities of buyer, for which the natural gas 
purchased hereunder is intended for resale to ultimate consumers, are as follows: 
Markets served by natural-gas companies and distributors purchasing gas from 
buyer in the States of Kentucky and Indiana and buyer’s underground storage 
facilities in such states. 
Article 4—Points of Delivery 


Delivery of the natural gas by seller to buyer shall be at or near the point of 
delivery indicated below and seller shall not be obligated to deliver gas in greater 


daily volume and at a pressure in excess of that specified with respect to each 
point of delivery : 
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Mazimum Daily 
Delivery Obli- 
Point of Delivery gation (M. ce. f.) Delivery Pressure (P. S. I. G.) 


(a) Eastern edge of plot of ground on which is 225. 
located seller’s measuring station, at a point in 
Vermilion County, Ind., adjacent to the Illinois- |,, 000 
Indiana state line. _ 

(b) Point of interconnection between facilities of Such uniform pressure as buyer may 
seller and buyer near Danville, Ind. require up to but not exceeding the 

pressure available in the transmission 
system of seller at the point of 
delivery. 


Article 5—Status of Existing Contracts 


There is on file with the Commission as an effective rate schedule the following 
contract between seller and buyer: 

Contract dated June 17, 1938, as amended, designated as seller’s rate schedule 
F. P. C. No. 21, and supplements thereto. 


Pursuant to provisions of section 14.4 of general terms and conditions of seller’s 
tariff, such contract shall continue in effect as an executed service agreement, with 
service and volumetric obligations and rates to be charged for gas being as pro- 
vided herein. 

Article 6—Notices 


Except as herein otherwise provided, any notice, request, demand statement or 
bill provided for in the general terms and conditions and the rate schedules to 
which they apply, or any notice which either seller or buyer may desire to give 
to the other, shall be in writing and shall be considered as duly delivered when 
mailed by registered mail to the Post Office address of seller or buyer, or at such 
other address as either shall designate by formal written notice. Routine com- 
munications, including monthly statements and payments, shall be considered as 
duly delivered when mailed by either registered or ordinary mail. The Post Office 
addresses of the parties hereto are as follows: 


Panhandle Eastern Pipe Line Co. 
1221 Baltimore Avenue 
Kansas City 6, Mo. 
Texas Gas Transmission Corp. 
416 West Third Street 
Owensboro, Ky. 
Marcu 4, 1952. 
APPENDIX D 


STATEMENT OF SERVICE CONDITIONS FOR THE SALE oF GAS By PANHANDLE EASTERN 
Pipe Line COMPANY (SELLER) TO CENTRAL WEST UTILITY CoMPANY (BUYER) 


Article 1—Gas to Be Sold and Purchased 


Seller shall sell and deliver, and buyer shall purchase and receive the following 
volumes of natural gas, which shall constitute the contract demands for the respec- 
tive months: 


During Month of M.c.f. of Contract Demand 

January i wcntiasttmtisilensininitnaaie 6, 500 
February nee lida Dh titncctanicscaniecuipa ines 4, 500 
.  Biteeticnneee TO Ge Dine stants ctaiiccinn 2, 000 
November iiss aca 1, 700 
December TR i csiceicsitiahacsi sigan 1, 700 
aes 2, 400 

4, 300 
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Article 2—Rate Schedule 


For all natural gas delivered by seller to buyer under the terms hereof, buyer 
agrees to pay seller the prices provided for under seller’s rate schedule G-2 as filed 
with the Federal Power Commission, and as same may hereafter be legally 
amended or superseded. Deliveries hereunder shall be subject to the provisions 
of such rate schedule and the general terms and conditions applicable thereto on 
file with the Federal Power Commission (as same may hereafter be legally 
amended or superseded), which by reference are incorporated herein and made 
a part hereof. 


Article 3—Buyer’s Service Area and Storage Facilities 


The service areas and storage facilities of buyer, for which the natural gas pur- 
chased hereunder is intended for resale to ultimate consumers, are as follows: 
Liberty, Smithville, Avondale and their respective environs. 


Article 4—Points of Delivery 
Delivery of the natural gas by seller to buyer shall be at or near the point of 
delivery indicated below and seller shall not be obligated to deliver gas in greater 


daily volume and at a pressure in excess of that specified with respect to each 
point of delivery : 


Point of delivery, Liberty; maximum daily delivery obligation (M. c. f.), 
10,000 ; delivery pressure (P. S. I. G.), 100. 


Article 5—Status of existing contracts 


There is on file with the Commission as an effective rate schedule, the following 


contract between seller and buyer : 


Contract dated May 18, 1940, as amended, designated seller’s rate schedule 
F. P. C. No. 32. 


Pursuant to provisions of section 14.4 of general terms and conditions of seller's 
tariff, such contract shall continue in effect as an executed service agreement 
with service and volumetric obligations, and rates to be charged for gas to be 
as provided herein. 


Article 6—Notices 


Except as herein otherwise provided, any notice, request, demand statement or 
bill provided for in the general terms and conditions and the rate schedules to 
which they apply, or any notice which either seller or buyer may desire to give 
to the other, shall be in writing and shall be considered as duly delivered when 
mailed by registered mail to the Post Office address of seller or buyer, or at such 
other address as either shall designate by formal written notice. Routine com- 
munications, including monthly statements and payments, shall be considered 
as duly delivered when mailed by either registered or ordinary mail. 


The post 
office addresses of the parties hereto are as follows: 


Panhandle Eastern Pipe Line Co. 
1221 Baltimore Avenue 
Kansas City 6, Mo. 


Central West Utility Co. 
602 Finance Building 
Kansas City, Mo, 


Marcu 4, 1952. 
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Findings and order issuing a certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-1871 


On January 8, 1952, The Ohio Fuel Gas Co. (applicant) filed with the Commis- 
sion an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 7.9 miles of 20-inch replacement natural-gas transmission pipe- 
line extending from the junction of applicant’s Lines D-100 and T-50 near Lime 
City, Wood County, Ohio, to a point of connection with the facilities of Pan- 
handle Eastern Pipe Line Company at Maumee, Lucas County, Ohio, including 
approximately 700 feet of pipeline crossing the Maumee River. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 29, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The record shows that applicant’s Line D-100 extends from its Pavonia com- 
pressor station, Richard County, Ohio, northeasterly a distance of approximately 
85 miles to a point of connection with the facilities of Panhandle Eastern Pipe 
Line Co., a major supplier of gas to applicant, at Maumee, near the Toledo, Ohio, 
area. Said Line D—-100 presently consists of 20-inch pipe for its entire length 
except for 7.9 miles of 16-inch and 12-inch pipe which Applicant now proposes 
to replace with 20-inch pipe. The proposed replacement of 7.9 miles of smaller 
diameter pipe with the proposed larger diameter pipe will complete an 85 mile 
20-inch transmission line between Pavonia station to a point of connection with 
the facilities of Panhandle Eastern Pipe Line Co. 

The record further shows that the existing portion of the line to be replaced 
is limited in its operating pressure to 250 pounds per square inch gage with the 
result that the major portion of line D-100 which was designed for 500 pounds per 
square inch gage operations cannot now be fully utilized. The proposed replace- 
ment is expected to remove present pressure limitations, permit maximum 
utilization of the entire line D-100 and improve service in the Toledo area. 

Upon completion of the proposed facilities, applicant proposes to retire 5.9 
miles of existing 16-inch pipe from its line D-100 and to transfer the remaining 
2 miles of line D-100, consisting of 16-inch and 12-inch lines, from transmission 
to distribution service in the Toledo, Ohio, area. No new markets are proposed 
to be served as the result of the proposed construction and replacement of 
facilities and no existing customers will be deprived of service thereby. Appli- 
cant estimates a net decrease in annual operating expenses of about $4,000 by 
virtue of the proposed replacement of facilities. 

The estimated overall capital cost of the proposed facilities is $378,000, which 
applicant proposes to pay for from funds provided by the Columbia Gas System, 
Inc., the parent company of applicant. The estimated net increase in investment, 
after deducting $101,300 representing retirement of the replaced facilities, is 
$276,700. Applicant estimates the net salvage value of the replaced pipe after 
deducting cost of removal at $34,000. Charge to the depreciation reserve is to 
be $67,300. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio, transporting natural gas 
in interstate commerce, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 


304039—57——_58 


878 FEDERAL POWER COMMISSION 


public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company,” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered August 21, 1945, in 
docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the proposed construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceedings. 

(5) The construction and operation of the facilities as proposed by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction herein authorized, and the date of 
commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: March 4,1952. Issued: March 7, 1952. 


Findings and order issuing certificate of public convenience and necessity, dismiss- 
ing application to abandon, and modifying order issuing certificate of public 
convenience and necessity 


Wabash Natural Gas Co. and Consumers Gas Co. 
Docket Nos. G—1486, G—1846 


On November 30, 1951, Wabash Natural Gas Co. (Wabash), an Illinois corpo- 
ration having its principal place of business at Evansville, Ill., and Consumers 
Gas Co. (Consumers), an Illinois corporation having its principal place of busi- 
ness at Carmi, IIL, filed a joint application, as supplemented on February 21, 
1952, wherein Wabash requested an order of the Commission permitting and ap- 
proving abandonment of the facilities and service authorized by the Commission 
order issued March 16, 1951, in docket No. G-1486, and Consumers requested a 
certificate of public convenience and necessity authorizing it to acquire and oper- 
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ate the facilities proposed to be abandoned by Wabash. Said facilities consist of 
approximately 14 mile of 4-inch natural-gas transmission pipeline together with 
appurtenant facilities, extending from a point of interconnection with the main 
natural-gas transmission pipeline facilities of Texas Eastern Transmission Corp. 
(Texas Eastern) to the city of Carmi, Il. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 7, 1952 and on February 27, 1952, respecting the matters involved and the 
issues presented by the application. No protest to the application has been 
received. 

3y Commission order issued March 16, 1951, Wabash was granted a certificate 
of public convenience and necessity in docket No. G-1486 authorizing it to con- 
struct and operate said pipeline. In the same order, Texas Eastern was directed 
to supply up to 500 M. c. f. of natural gas per day for Consumers on an emergency 
basis, so long as such sale could be made without impairment of its obligation to 
serve its existing customers, and to permit the interconnection of the proposed 
facilities of Wabash with Texas Eastern’s existing pipeline near Carmi, Ill. Said 
gas was to be transported by Wabash for Consumers from the point of connection 
with the main line of Texas Eastern to the city gate of the city of Carmi, Il. 

Applicants state that, at the time the Wabash application was filed in docket 
No. G—1486, they considered that Illinois law prohibited construction by Con- 
sumers of any pipelines outside the city limits of Carmi, Ill. Applicants further 
state that subsequent to the date when the certificate of public convenience and 
necessity was issued to Wabash, they were advised by the Illinois Commerce 
Commission that Consumers could construct the necessary pipeline and appur- 
tenant facilities to take gas from Texas Eastern if Consumers sold no gas outside 
the city limits of Carmi. Consumers instead of Wabash then constructed and is 
now operating the line without authorization from this Commission. 

In a letter attached to said supplement, filed February 21, 1952, Texas Eastern 
states that it does not object to the establishment of a connection with Consumers 
rather than Wabash under the conditions as set forth in the Commission’s order 
of March 16, 1951, in docket No. G-1486. 

Wabash is engaged in the production of natural gas in the vicinity of Carmi, 
Tll., and it presently serves Consumers from this production. Wabash and Con- 
sumers have the same stockholders and the same executive personnel, and inter- 
change operating personnel. 

The Commission finds: 

(1) Applicant, Wabash Natural Gas Co., an Illinois corporation having its prin- 
cipal place of business at Evansville, Ill., was authorized by Commission order of 
March 15, 1951 in docket No. G—1486 to construct and operate a natural-gas trans- 
mission pipeline and appurtenant facilities extending from a connection with the 
existing main line of Texas Eastern Transmission Corporation to the city of 
Carmi, Ill. 

(2) Applicant, Consumers Gas Co., an Illinois corporation having its principal 
place of business at Carmi, Ill., has constructed and now operates, among other 
facilities, said natural-gas transmission pipe line and appurtenant facilities re- 
ferred to in finding (1) above, and by such operations is engaged in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(3) Consumers Gas Co. is able and willing properly to do the acts and to 
perform the service proposed and to conform to the previsions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 
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(4) Operation by Consumers Gas Co. of the said facilities as hereinbefore 
described is required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Wabash Natural Gas Co. is not, and has not been, engaged in the trans- 
portation or the sale for resale of natural gas in interstate commerce, and, 
therefore, is not, and has not been, a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(6) It is appropriate and in the public interest that the proceedings in docket 
No. G—1486 be reopened for the purpose of rescinding paragraph (A) of said 
order issved March 16, 1951, wherein Wabash Natural Gas Co. was authorized 
to construct and operate the facilities hereinbefore described, and of modifying 
paragraph (C) of said order, wherein Texas Eastern Transmission Corp. was 
directed to permit Wabash to interconnect its facilities with those of Texas 
Eastern, so as to permit Consumers Gas Co. instead of Wabash Natural Gas Co. 
to interconnect its facilities with those of Texas Eastern. 

(7) Applicants having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of 
the Commission’s rules of practice and procedure having been satisfied, suffi- 
cient cause exists for the Commission forthwith to render its final decision in 
the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Consumers Gas Co., henceforth authorizing it to operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The certificate hereby issued is not transferable and shall be effective 
only so long as Consumers Gas Co. continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 

(C) The application of Wabash Natural Gas Co. for an order permitting and 
approving abandonment of the facilities hereinbefore described be and the same 
hereby is dismissed. 

(D) The Commission’s order issued March 16, 1951, in docket No. G—1486 
be and it is hereby modified by rescinding paragraph (A) thereof, wherein 
Wabash Natural Gas Co. was authorized to construct and operate the facilities 
hereinbefore described, and also by modifying paragraph (C) thereof to read 
as follows: 

Texas Eastern is hereby ordered to permit Consumers Gas Co. to inter- 
connect its facilities with the facilities of Texas Eastern Transmission 
Corp. 

(E) Consumers Gas Co. shall report to the Commission, in writing and 
under oath, the effective date of commencement of operations hereunder. 

Adopted: March 4,1952. Issued: March 7, 1952. 


Order granting petition for rehearing by modifying order issued January 10, 1952 


The Arizona Power Co., The Valley National Bank of Phoenix, as trustees, 
Northern Arizona Light & Power Co., and Central Arizona Light & Power Co. 


Project No. 2069, Docket No. E-6385 


Pursuant to joint applications therefor, the Commission by order issued Jan- 
uary 10, 1952, approved transfer of license for major project No. 2069, part of 
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“Agreement and declaration of trust,” and lease of the project properties in 
the matter of project No. 2069, and disclaimed jurisdiction under part II of the 
Federal Power Act in the matter of docket No. E—6385. 

On February 8, 1952, the applicants filed a petition for rehearing pursuant to 
section 313 (a) of the Federal Power Act in which they requested modification 
of the aforementioned January 10, 1952, order by: (1) eliminating paragraph 
(C) therefrom and the reference to paragraph (C) in paragraph (B); or 
(2) vacating the said order and reissuing a new order in which paragraph (C) 
and the reference thereto in paragraph (B) are omitted. 

The Commission finds: 

It is appropriate to modify the January 10, 1952, order as requested by the 
petitioners. 

The Commission orders: 

(A) Paragraph (C) of the January 10, 1952, order is hereby eliminated there- 
from, and paragraph (B) of the order is modified to read as follows: 

(B) The leasing of project No. 2069 and the above-mentioned agreement 
dated December 22, 1950, between the Valley National Bank of Phoenix, as 
trustee, and Northern Arizona Light & Power Co. is hereby approved, and 
the lessee shall be subject to all the terms and conditions of the license for 
project No. 2069, of the Federal Power Act, and of the rules and regulations 
of the Commission to the same extent as though the lessee were the licensee 
under the license. 

(B) The order issued January 10, 1952, as modified by this order shall be 
accepted and returned to the Commission within 60 days from date of issuance 
of this order. 


Adopted: March 4,1952. Issued: March 7, 1952. 


Order denying application for determination under section 24 of the 
Federal Power Act 


Lands Withdrawn in Licensed Project No. 108 
Docket No. DA-3-Wisconsin—Harvey L. Risberg 


An application was filed by Harvey L. Risberg, of Eau Claire, Wis., for restora- 
tion to entry, requiring a determination under section 24 of the Federal Power 
Act with respect to the following described land: Fourth principal meridian, 
Wisconsin: T. 40 N., R. 7 W., sec. 23, NWIZNEM. 

The subject land lies wholly within the boundary of licensed project No. 108 
and is occupied by the constructed Chippewa Reservoir of the Northern States 
Power Co. The land was withdrawn on December 2, 1920, in pursuance to the 
filing of application for license to construct the said project No. 108 and ever 
since that time it has been maintained as an integral part of the project subject 
to further use for further project development, which may be required 

By order entered December 2, 1947 (docket No. DA-2—Wisconsin), the Com- 


mission denied a similar application affecting the same land as that above- 
described and no change has been created since that time in the use of the 
project No. 108 and the lands covered by it. 


The Commission finds: 


A determination that the value of the above-described land will not be injured 
or destroyed for purposes of power development and full project operations 
by entry is not justified at this time. 
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The Commission orders: 
The aforesaid application be denied. 


Adopted: March 4,1952. Issued: March 7, 1952. 


Supplemental order authorizing issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6400 


$y order entered February 12, 1952, the Commission authorized Pacific Power 
& Light Co. (applicant), to issue and sell through competitive bidding $12,500,- 
000 principal amount first mortgage bonds, series due 1982, subject to the pro- 
visions, among others, as set forth in paragraph (C) of that order reading as 
follows: 

(C) The proposed issuance and sale of the first mortgage bonds shall not 
be consummated until: 

(i) The applicant shall have amended its application by filing the data and 
information specified in section 34.2 (k) (2) (i) of the Commission’s rules in 
accordance with the last sentence of section 34.2 (k) (2) (ii) thereof, and the 
applicant shall have further amended its application pursuant to the re- 
quirements of section 34.2 (k) (3) of the Commission's rules relating to 
compliance with competitive bidding requirements and section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the interest rate, the price to be 
received by the applicant, and the initial public offering price, if any, of the 
bonds, by further order. 

The applicant on February 15, 1952, filed the data and information specified 
in section 34.2 (k) (2) (i) of the Commission’s rules pursuant to the require- 
ment of paragraph (C) quoted above, and on March 10, 1952, the applicant 
filed further data pursuant to the requirements of the order of February 12, 
1952, setting forth that it proposes to accept as representing the lowest cost of 
money to it, the bid of Bear, Stearns & Co. to purchase the aforementioned 
first mortgage bonds at a price to the applicant of 99.65 and an interest rate of 
35, percent. The initial offering price to the public by the successful bidder will 
be 100.45 to yield about 3.60. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (C) of the order of February 12, 1952, and under the bid it proposes to 
accept the price to be paid to the applicant for the bonds, the interest rate 
thereon, and the initial offering price to the public are reasonable. 

2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized will be for a lawful object within the corporate powers of the appli- 
cant and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by the applicant of service as a public util- 
ity and which will not impair its ability to perform that service and is reason- 
ably appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant for the bonds, the interest rate 
thereon, and the initial offering price to the public are approved as reasonable. 
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(B) The proposed issuance of bonds, referred to above, upon the terms and 
conditions and for the purposes specified in the application as supplemented 
by the data referred to above, hereby is authorized, subject only to the provisions 
of paragraphs (D), (E) and (F) of the Commission’s order of February 12, 
1952. 


Adopted: March 11, 1952. Issued: March 11, 1952. 


Order authorizing establishment and maintenance of permanent interconnection 
for emergency use only 


Columbia-Southern Chemical Corp. 
Docket No. E-6406 


Columbia-Southern Chemical Corp. (applicant) filed an application January 
30, 1952, pursuant to section 202 (d) of the Federal Power Act for authorization 
to establish and maintain a permanent interconnection for emergency use only 
between its facilities and those of Gulf States Utilities Co. (Gulf States) at 
Westlake, near Lake Charles, La., and for exemption from the jurisdiction of 
the Federal Power Commission on account of said interconnection and the use 
thereof until December 31, 1953, or the earlier termination of such emergency. 

Applicant is a corporation organized and existing under the laws of the State 
of Delaware having a plant and works office operated under the lease from Gen- 
eral Services Administration, present owner of applicant’s plant in Lake Charles, 
La., engaged in the manufacture of heavy chemicals. 

Gulf States is a corporation organized and existing under the laws of the State 
of Texas having its principal business office in Beaumont, Tex. engaged in the gen- 
eration, transmission, distribution and sale of electric energy in the States of 
Texas and Louisiana and owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy in interstate commerce 
and is a “public utility,” as heretofore determined and set forth in the Com- 
mission’s order entered October 9, 1947, In the Matter of Gulf States Utilities 
Company, Docket No. IT-—6081, 6 I’. P. C. 958, within the meaning of that term 
as used in the Federal Power Act. 

The interconnection for which authorization is sought to establish and main- 
tain is to consist of a tie between power station in applicant’s plant at Westlake 
and the 69 kilovolt transmission system of Gulf States. The facilities involved 
consist of about 3,000 feet of 13.8 kilovolt multiple underground cables; a 30,000 
kilovolt amperes 13.8—66 kilovolt transformer bank; regulating transformer, con- 
trols, metering equipment and switchgear together with about 600 feet of 69 
kilovolt suspension-type line between applicant’s substation and the transmission 
system of Gulf States. The interconnection is capable of interchanging amounts 
of energy up to 30,000 kilowatt in either direction under conditions of parallel 
operation. Most of such facilities are presently in place, having been installed 
in 1944 to permit previous interconnection at this point, which was approved 
by order of this Commission entered April 20, 1948, dockets Nos. E-6133 and 
E-6134 7 F. P. C. 586. The interconnection was discontinued December 31, 1950 
and the conductors removed on January 2, 1951. 

The proposed connection between applicant and Gulf States will assist to 
alleviate emergencies arising on the systems of Gulf States and connecting com- 
panies serving the increasing requirements of the industrial plants in the area 
which are producing critical materials in the present defense emergency. The 
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energy transferred through the interconnection will be used to maintain full 
service to increased loads during emergencies caused by failure of generating or 
transmission faciltities due to breakdown, weather conditions or other causes 
resulting in suspension or curtailment of electric service or rendering Gulf States 
or its connections unable to provide adequate service to customers. 

The Commission jfinds: 

(1) An emergency within the meaning of section 202 (d) of the Federal Power 
Act exists in the system of Gulf States by reason of the unprecedented increased 
demand for electric energy and the shortage of generating and transmission 
equipment and facilities necessary to adequately carry the increased load. 

(2) The interconnection proposed to be established is a permanent connection 
for emergency use within the meaning of section 202 (d) of the act. 

(3) The maintenance and proposed use of such interconnection may involve 
the transmission and sale at wholesale of electric energy in interstate commerce 
within the meaning of section 301 of the act. 

(4) The establishment of the proposed interconnection and its maintenance 
and use until December 31, 1953 or the termination of the present defense emer- 
gency, whichever is the earlier, will serve the emergency needs of applicant and 
Gulf States and be desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The establishment, maintenance and use of the proposed interconnection 
for the alleviation of emergencies arising on either the applicant's or the system 
of Gulf States in the manner and to the extent, described above, is authorized and 
approved to December 31, 1953 or the earlier termination of the present defense 
emergency. 

(B) The establisment, maintenance and use of the interconnection herein 
authorized shall not subject applicant to the jurisdiction of the Commission as 
a “public utility” within the meaning of that term as used in the Federal Power 
Act. 

(C) The applicant shall report to the Commission each month the amounts 
of electric energy received and transmitted in each direction through such inter- 
connection during the preceding calendar month within five days after the 
receipt of bills for energy delivered to applicant and the rendition of bills for 
energy delivered by applicant as well as such other information as the Commis- 
sion may from time to time require. 

(D) Applicant shall notify the Commission promptly in the event the emer- 
gency conditions herein referred to are terminated prior to December 31, 1953. 

Adopted: March 11,1952. Issued: March 12, 1952. 


Findings and order issuing certificate of public convenience and necessity, per- 
mitting and approving abandonment by sale, and dismissing application for 
certificate of public convenience and necessity 


Mississippi Valley Gas Co. and Mississippi Power & Light Co. 


Docket Nos. G-329, G—1865 


On December 26, 1951, Mississippi Valley Gas Co. (Gas Company), a Mississippi 
corporation having its principal place of business at Jackson, Miss., and 
Mississippi Power and Light Co. (Power Company), a Florida corporation 
having its principal place of business at Jackson, Miss., filed an application pur- 


suant to section 7 of the Natural Gas Act, wherein Gas Company requested a 
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certificate of public convenience and necessity, authorizing it to acquire and 
operate the natural gas facilities of Power Company, all as more fully described 
in the application, and Power Company requested that the Commission take such 
action as it might deem appropriate with respect to the proposed sale and trans- 
fer to Gas Company. Supplements to said application were filed on February 12, 
13, and 29, 1952. In the supplement filed February 29, Power Company also 
requests dismissal of its application filed June 10, 1942, in docket No. G-329, 
for a disclaimer of jurisdiction or in the alternative for a certificate of public 
convenience and necessity authorizing it to operate facilities used in the trans- 
portation of natural gas in interstate commerce. It asks that this be done con- 
currently with the issuance of the Commission's order respecting the application 
in docket No. G—1865. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

Gas Company seeks authorization to acquire and operate Power Company’s 
natural gas transmission pipelines and distribution systems in the counties 
of Adams, Attala, Bolivar, Carrol, Coahoma, De Soto, Grenada, Hinds, Holmes, 
Le Flore, Montgomery, Rankin, Sunflower, Tunica, Washington, and Yazoo, 
all in Mississippi. In addition, Gas Company, seeks authorization to acquire by 
assignment of lease and to operate the existing transmission lines and distribu- 
tion systems leased and operated by Power Company in the Mississippi Counties 
of Attala, Bolivar, De Soto, Humphries, Leake, Sharkey, Tate, Sunflower, and 
Washington. The system owned by Power Company includes approximately 
1,199 miles of 3-inch equivalent pipelines together with appurtenant facilities. 
The systems leased and operated by Power Company include approximately 242 
miles of 3-inch equivalent pipelines and appurtenant facilities, constructed and 
ewned by the following political subdivisions of the State of Mississippi: the 
town of Carthage ; the towns of Carrollton and North Carrollton ; and the Bolivar, 
Deer Creek, Delta, and De Soto natural gas districts. The above-described 
natural-gas facilities include all of the facilities carried by Power Company on 
its books as natural-gas plant. 

Power Company would retain short pipelines for service to its Rex Brown 
and Natchez steam-electric generating stations, which pipelines are carried on 
Power Company’s books as part of its electric plant. One of these lines extends 
from a connection with a line of Interstate Natural Gas Co. (Interstate), near 


Natchez, Miss., to Power Company’s Natchez steam-electric generating station. 


Power Company has two separate gas requirements contracts with Interstate, 
one for the gas requirements for distribution in the city of Natchez and vicinity 
and the other for the direct sale of gas for boiler fuel at the Natchez generating 
station. After the proposed transfer, Power Company would assign to Gas 
Company the contract providing for the requirements of the city of Natchez and 
vicinity, in which assignment Interstate has acquiesced. The contract for the 
direct sale by Interstate to Power Company for the requirements of Power Com- 


pany’s Natchez steam-electric generating station would not be assigned to Gas 
Company. 

Power Company would retain two 10-inch lines serving its Rex Brown steam- 
electric generating station. Said lines extend from the Rex Brown station ap- 
proximately 3,000 feet to a connection with a 16-inch line to be acquired by Gas 
Company from Power Company. Pursuant to a requirements contract between 
United States Gas Pipe Line Co. (United) and Power Company, dated August 5, 
1947, and filed with the Commission on September 12, 1947, as F. P. C. rate 
schedule 95, United delivers a part of Power Company’s gas requirements for 
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distribution in Jackson, including all of Power Company’s gas requirements for 
use at its Rex Brown plant. After the proposed transfer, Power Company would 
assign the contract to Gas Company, and United has acquiesced in such assign- 
ment ; Gas Company would sell gas to Power Company for the latter’s Rex Brown 
plant requirements. 

The agreement for the sale of facilities between Power Company and Gas 
Company contemplates that Gas Company will supply Power Company for a 
period of 25 years commencing January 1, 1952, with such gas as is requested 
by Power Company for use in its electric generating stations as are already 
constructed and as may be constructed in the future. The contract provides 
that Gas Company will sell “firm gas”, “interruptible gas” and “valley gas” 
to Power Company. 

In the supplement filed February 29, 1952, the applicants state that “firm gas” 
means gas purchased by Gas Company under a contract with a transmission 
line supplier, which is intended to be delivered upon an uninterrupted basis, 
except that delivery may be excused by order of a regulatory authority having 
jurisdiction or as otherwise provided by the force majeure provisions of a con- 
tract or as otherwise required by emergency conditions. It is further stated in 
said supplement that if “firm gas” is obtainable for power plant use, either 
through an all-requirements contract or by purchase by Gas Company from its 
suppliers under other contracts, Gas Company at the request of Power Company 
is committed to deliver such gas to Power Company under the contract of sale 
between applicants herein. 

“Interruptible gas” is defined in the agreement as gas which Gas Company 
may be able to obtain from its suppliers, which is subject to interruption at 
the option of said suppliers. Gas Company is obligated under said agreement 
to supply such “interruptible gas” to Power Company as it may be able, in good 
faith, to obtain from Power Company’s suppliers, for sale to Power Company. 

“Valley gas” is defined in said agreement as gas which Gas Company may 
have available and which it cannot sell at a higher price. Under the agreement, 
Gas Company is committed to sell such “valley gas” to Power Company as 
Power Company may request. 

In the supplement filed February 29, 1952, Power Company states that it 
will assign to Gas Company, without qualification or reservation, all of its gas 
supply contracts under which it purchases gas for resale, and that it will 
assign to Gas Company, without qualification or reservation, its leases under 
which it operates facilities owned by the political subdivisions hereinbefore 
described. In said supplement, Gas Company states that it will accept such 
assignments without qualification or reservation. 

The record shows that Power Company and its parent, Middle South Utilities, 
Inc., have filed a joint declaration with the Securities and Exchange Commission 
pursuant to section 12 (d) of the Public Utility Holding Company Act of 1935 
and rule U-44 thereunder, respecting the proposed sale by Power Company to 
Gas Company of its gas properties and facilities. By order dated June 22, 1952 
(In the Matter of Middle South Utilities, Inc. and Mississippi Power and Light 
Company, File No. 70-2758), the Securities and Exchange Commission authorized 
Power Company to sell its gas properties to Gas Company for a cash consideration 
of $11,128,151, subject to closing adjustments and subject to the specific condi- 
tions that the proposed sale shculd not be consummated until appropriate action 
should have been taken by the Federal Power Commission and that jurisdiction 
be reserved to take such action as might be appropriate upon filing by Power 
Company of its contract of purchase and sale with respect to the proposed sale 
of common stock of Gas Company by Equitable Securities Corp. (Equitable), of 
Nashville, Tenn. 
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Said sum of $11,128,151 represents the depreciated original cost of Power 
Company’s gas properties as of December 31, 1951, subject to closing adjustments 
as set forth in the proposed agreement of sale attached to the application. 
Pursuant to contract between Gas Company and Equitable, the latter will 
arrange financing for Gas Company by the sale of bonds in the amount of 
$7,700,000 at the rate of interest of 4144 percent, and by sale to the public of 
400,000 shares of $5 par value common stock in an amount totaling approximately 
$3,800,000. This will provide for Gas Company a total of approximately $11,- 
500,000 to consummate the proposed transfer. In return for its services, Equitable 
Securities Corp. will receive a fee of approximately $244,000. 

From the application, as supplemented, it appears that Power Company 
presently owns and operates approximately 119 miles of natural-gas transmis- 
sion pipelines of various sizes supplied by various “natural-gas companies,” 
as follows: 


No. of Length in 


Suppliers Lines Miles 


Interstate Natural Gas Co ‘ 5. 369 
Southern Natural Gas Co 445 
Texas Gas Transmission Corp ‘ 103. 087 
United Gas Pipe Line Co-. 5 9. 796 


Total length... -.. 118. 697 


The record shows that Power Company presently receives gas from pipelines 
owned and operated by the above suppliers in the transportation and sale for 
resale of natural gas produced in Mississippi and other States and that Power 
Company transports such gas in interstate commerce through the above-described 
pipelines to its separate distribution systems serving some 51 communities in 
Mississippi. Gas Company, upon acquisition of the transmission lines and dis- 
tribution systems owned by Power Company, would continue to operate the 
entire system in the same manner as presently operated by Power Company. 

It further appears that Power Company presently leases and operates approxi- 
mately 118 miles of natural-gas transmission pipelines extending from con- 
nections with pipelines owned and operated by Texas Gas Transmission Corp. 
and Southern Natural Gas Co. in the transportation and sale for resale of 
natural gas produced in Mississippi and other States and that Power Company 
transports such gas in interstate commerce through the leased pipelines to 
distribution systems leased by it from the political subdivisions of the State of 
Mississippi hereinbefore described. Said transmission lines of various sizes are 
summarized below, together with the docket Nos. in which Power Company 
received certificate authority to lease and operate said transmission lines and 


the docket Nos. in which the suppliers were authorized or directed to provide 


service to said political subdivisions: 


Powercom-| Date Suppliers’ Trans- 
pany Dock-| certifi- District owner Supplier Docket mission 
et No. No lines 


G-1567 ) De Soto .....| Texas Gas e " be +-1470 21 
G-1567 Bolivar ‘ Texas Gas__-- “ ii +1470 2. ¢ 
G-1663 5 Carthage i . Southern in . +-1463 16. § 
G-1740 - 2-! Delta ‘ ‘ 3 ‘ Texas Gas_. 4 a +-1470 25 

+-1470 2. 6 
G-1746 | 10- 2-5 Deer Creek sion a Texas Gas 7 +-1656 19. 
G-1746 | 10- 2-! Deer Creek ‘ .| Southern ‘i 5 ‘ 1632 


Total mileage 
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The record shows that Gas Company would continue to operate the leased 
facilities as hereinbefore described, and that all of the political subdivisions and 
suppliers named above have acquiesced in the proposed transfer. 

The record further shows that, upon transfer of the facilities herein described, 
Power Company will no longer operate the facilities for which it sought a dis 
claimer of jurisdiction or a certificate of public convenience and necessity in 
docket No. G-329. 

The Commission finds: 

(1) Mississippi Power and Light Co. (Power Company), a Florida corporation 
having its principal place of business at Jackson, Miss., owns and operates natu- 
ral-gas transmission pipelines and appurtenant facilities located wholly in the 
State of Mississippi, and leases and operates natural-gas transmission pipelines 
and appurtenant facilities owned by certain political subdivisions of the State of 
Mississippi all as more fully described above and in the application filed herein, 
as supplemented, and is engaged in the transportation of natural gas produced 
in Mississippi and other States; and by such operations is engaged in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of July 
25, 1951, In the Matter of Mississippi Power and Light Company, docket Nos. 
G-1567 and G—1663. 

(2) Mississippi Valley Gas Co. (Gas Company), a Mississippi corporation 
having its principal place of business at Jackson, Miss., has entered into an agree- 
ment of purchase with Power Company pursuant to which agreement Power 
Company will transfer to Gas Company, inter alia, the transmission lines and 
appurtenant facilities presently owned and leased by Power Company referred 
to in Finding (1) hereof; and upon commencement of operation of such facilities, 
Gas Company will be engaged in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and will be, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(3) Gas Company is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Operation by Gas Company of said transmission facilities referred to 
in finding (1) hereof is required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) So much of said application, as supplemented, as requests a certificate of 
public convenience and necessity authorizing Gas Company to operate, whether 
as owner or lessee, facilities as hereinbefore described used in the local dis- 
tribution of natural gas should be dismissed for want of jurisdiction. 

(6) Public convenience and necessity require that the certificate hereinafter 
issued to Gas Company should be conditioned so that, notwithstanding anything 
contained in any agreement between the applicants herein, Gas Company shall 
not curtail or interrupt service to its domestic or commercial customers on any 
part of its system in order to provide gas to Power Company or others for use 
as boiler fuel in any steam electric generating plant; and that said certificate 
be further conditioned so that Gas Company shall submit for filing a contract, 
satisfactory as to form and content, applicable to its proposed service to Power 
Company, said contract to be subject to the above condition respecting curtail- 
ment. 

(7) Public convenience and necessity permit the proposed sale of the facilities 
hereinbefore described by Power Company to Gas Company, and an order per 
mitting and approving the resulting abandonment of jurisdictional facilities and 
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service by Power Company should be issued as hereinafter ordered and 
conditioned. 

(8) It is appropriate and in the public interest that Power Company’s applica- 
tion filed in docket No. G-329 should be concurrently dismissed as requested. 

(9) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Mississippi Valley Gas Co., authorizing it to acquire and operate the 
facilities used in the transportation in interstate commerce of natural gas pro- 
duced in Mississippi and other States, all as more fully described above and in 
the application, as supplemented, herein, subject to the terms and conditions 
hereinafter set forth. 

(B) Notwithstanding anything contained in any agreement between the ap- 
plicant herein or elsewhere, Mississippi Valley Gas Co. shall not curtail or inter- 
rupt service to its domestic or commercial customers on any part of its system 
in order to provide gas to Mississippi Power and Light Co. or others for use 
as boiler fuel in the generation of electric power in any steam-electric generating 
plant, whether already constructed or to be constructed in the future. 

(C) Within 60 days from the date of this order, Mississippi Valley Gas Co. 
shall submit for filing a contract, satisfactory as to form and content, applicable 
to its proposed service to Mississippi Power and Light Co., said contract to be 
subject to the requirement of paragraph (B) of this order. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant, Mississippi Valley Gas Co., continues the operations hereby au- 
thorized in accordance with the provisions of the Natural Gas Act, and any perti- 
nent rules, regulations, or orders heretofore or hereafter issued by the Com- 
mission. 

(E) Mississippi Valley Gas Co. shall report to the Commission, in writing 
and under oath, the date of acquisition of the facilities as herein authorized, 
as well as the date on which operations thereof commence. 

(F) Mississippi Power and Light Co. be and it is hereby granted permission 
and approval to abandon by sale to Mississippi Valley Gas Co. its natural-gas 
facilities used in the transportation in interstate commerce of gas produced in 
Mississippi and other States, all as more fully described above and in the appli- 
cation, as supplemented, herein, and to abandon the service rendered thereby 
the moment such service is undertaken by Mississippi Valley Gas Co. 

(G) So much of the application herein as requests authority for Mississippi 
Valley Gas Co. to operate, whether as owner or lessee, facilities as heretofore 
described which are used in the local distribution of gas be and the same hereby 
is dismissed. 

(H) The application of Mississippi Power and Light Co. in docket No. G-329 
for a certificate of public convenience and necessity authorizing it to operate 
the natural-gas facilities therein described, or in the alternative for a finding 
that it was not engaged in the transportation of natural gas in interstate com- 
merce on February 2, 1942, be and the same hereby is dismissed. 

(I) The certificate hereby issued is not transferable and shall be effective 
only so long as Mississippi Valley Gas Co. continues the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and any 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 


Adopted: March 11, 1952. Issued: March 11, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Mississippi Gas Co. 
Docket No. G—1861 


On December 26, 1951, Mississippi Gas Co. (applicant), a Delaware corpora- 
tion having its principal place of business at Meridian, Miss., filed an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing it to lease and operate natural-gas transmission 
facilities to be owned and constructed by the North Central Natural Gas District, 
a political subdivision of the State of Mississippi. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 4, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The facilities which applicant seeks authority to lease and operate consist of 
a natural-gas transmission pipeline 2 to 8 inches in diameter and approximately 
99 miles long, extending in a northerly direction from a point on the main line 
of Southern Natural Gas Co. (Southern), immediately west of Southern’s Louis- 
ville compressor station in Winston County, Miss., to the town of Bruce in 
Calhoun County, Miss. Applicant will also operate under lease lateral lines 
and facilities for the distribution of natural gas in 12 communities comprising 
the North Central Natural Gas District. 

Applicant proposes to operate said facilities pursuant to a lease agreement 
entered into between applicant and said District. Rent payable by applicant 
to the District will be sufficient to pay service charges, including interest and 
amortization of principal, on the bonds issued by the District for construction 
of the transmission and distribution facilities. 

The Commission’s order of November 20, 1950, in docket No. G—-1463, 9 F. P. C. 
1258, In the Matter of Southern Natural Gas Company, authorized Southern to 
construct facilities for service to, and to sell natural gas to, the North Central 
Natural Gas District, inter alia. Finding (4) of said order stated that Mississippi 
Gas Co., the applicant herein, might require a certificate of public convenience 
and necessity authorizing it to lease and operate the transmission facilities to 
be constructed and owned by the North Central Natural Gas District. | 

Said District will purchase gas from Southern under contract dated December 
21, 1950, which contract has been duly filed with the Commission as an executed 
service agreement pursuant to Southern’s F. P. C. gas tariff. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Meridian, Miss., has entered into a lease agreement with the North Central 
Natural Gas District, a political subdivision of the State of Mississippi, by the 
terms of which it will operate, inter alia, approximately 99 miles of natural-gas 
transmission pipeline owned by said North Central Natural Gas District; upon 
commencement of such operations, applicant will be engaged in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and will be, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(2) Said facilities are proposed to be used in the transportation of natural 
gas in interstate commerce subject to the jurisdiction of the Commission and 
the acquisition by lease and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed acquistion by lease and operation of said facilities are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision herein. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to acquire by lease and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas in interstate commerce as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of acquisition by lease of the aforementioned facilities, together with 
the date of commencement of operation thereof. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act and any rules, regulations, or orders heretofore 
or hereafter issued by the Commission. 


Adopted: March 11,1952. Issued: March 12, 1952. 


Order issuing license (minor) 
Scott Young 
Project No. 2091 


Application was filed August 2, 1951 through the Forest Service, by Scott Young, 
of Detroit, Oreg., for a license under the Federal Power Act (hereinafter referred 
to as the act) for constructed minor project No. 2091 located on Minto Creek, a 
tributary to the North Santiam River; the dam being located in the NW% of 
the NW of section 14, the powerhouse and tailrace in the SW% of section 15 
and the conduit from the dam to the powerhouse passing through these sections 
of T. 11 S., R. 7 E., Willamette meridian, Linn County, Oreg. The project affects 
lands of the United States within the Willamette National Forest. 

The project consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures comprising a timber diversion dam 2 feet high and 
10 feet long on Minto Creek; a ditch above 5,190 feet long; a 24-inch pressure 
pipe 660 feet long; a 10-foot by 10-foot frame shelter covering an 80-horsepower 
water wheel connected to a 62-kilowatt generator; a tailrace about 484 feet long 
to Marion Creek ; and a transmission line 375 feet long to a restaurant and store; 
and . 
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(c) All other structures, fixtures, or facilities used or useful in the mainte- 
nance and operation of the project and located on the project area, and all rights 
and interests the possession of which is necessary or appropriate in the mainte- 
nance and operation of the project. 


Said lands and project works are more specifically shown and described by a cer- 
tain map which formed a part of the application for license and which, as re- 
vised to complete the project boundary, is designated and described as: 

Exhibit K (F. P. C. No. 2091-1), a map in one sheet entitled “Power project of 
Scott Young—Detroit, Oreg.”, signed Scott Young on July 10, 1951. 

The Acting Secretary of the Interior, the Chief, Forest Service, acting for 
the Secretary of Agriculture, who has supervision over the Willamette National 
Forest, and the Fish and Game Commission of Oregon have reported on the 
application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satisfac- 
tory evidence of compliance with the requirements of all applicable state laws 
insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Willamette 
National Forest was created or acquired. 

(5) The installed capacity of the project is 80 horsepower and the energy gen- 
erated thereby is used for cooking, heating, and domestic use in the applicant's 
tourist camp, store, and cabins. 

(6) The exhibit designated and described in the second paragraph of this order 
conforms with the Commission’s rules and regulations, and should be approved 
and made a part of the new license. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice ; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the act 
which are hereinafter waived ; 10 (a) ; 10 (c), insofar as it relates to depreci- 
ation reserves; 10 (d); 10 (f); 11; 12; 14, except insofar as the power of 
condemnation is reserved; 15; 18, except insofar as it relates to fishways; 
19; 20; 22; and 23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued to Scott Young under section 4 (e) of the act for 
a period of 10 years, effective as of August 1, 1951, for the operation and main- 
tenance of minor project No. 2091 upon lands of the United States, subject 
to the terms and conditions of the act which is hereby incorporated by reference 
as a part of this license (except that the terms and conditions of part I of the 
act referred to in finding (7) above are waived to the extent therein specified), 
and subject to such rules and regulations as the Commission has issued or 
prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions described as articles 1 through 
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14, are attached hereto and made a part hereof; and subject to the following 
special conditions set forth herein as additional articles: 
Article 15. The licensee shall install and maintain a screen at the diver- 
sion intake satisfactory to the Oregon Game Commission ; 
Article 16. The licensee shall pay to the United States the following annual 
charges: 
(i) For the purpose of reimbursing it for the costs of administration of 
part I of the act, $5; and 
(ii) For the purpose of recompensing it for the use, occupancy, and en- 
joyment of its lands, $5. 

(C) Exhibit K (F. P. C. No. 2091-1) is approved as part of this license. 

(D) This order shall become final thirty (30) days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall be 
signed by the licensee and returned to the Commission within sixty (60) days 
from the date of issuance of this order. 

Adopted: March 11,1952. Issued: March 14, 1952. 


Order authorizing and approving merger or consolidation of facilities 
The Seranton Electric Co. 
Docket No. E-6405 


The Scranton Electric Co. (applicant), a corporation organized and existing 
under the laws of the Commonwealth of Pennsylvania, having its principal 
business office in Scranton, Pa., filed its application on January 29, 1952, for an 
order pursuant to section 203 of the Federal Power Act authorizing it to merge 
or consolidate the facilities of the Abington Electric Co. (Abington), a wholly- 
owned subsidiary, with the facilities of the applicant, or in the alternative, to 
dismiss the application for want of jurisdiction. 

The applicant, following Commission authorization by order dated December 
19, 1950, in docket No. E-6326, 9 F. P. C. 1353, acquired and presently owns all 
the issued and outstanding capital stock of Abington. Pursuant to agreement 
dated September 25, 1951 (exhibit L-1 to the application) the applicant proposes 
to surrender the capital stock to Abington for cancellation and to assume all 
of the obligations, liabilities, and mortgage indebtedness of Abington. 

The facilities proposed to be merged serve an area contiguous to the applicant's 
service area but are not presently interconnected with the applicant’s facilities. 
The physical interconnection of the two systems is contemplated for the near 
future. The applicant states that the proposed merger will effect certain 
economies and improvements in service and will simplify the corporate structures 
of the two companies. 

The proposed merger will not result in the creation of an acquisition adjust- 
ment. The application indicates that the original cost of Abington’s utility plant 
at October 31, 1951, was $1,390,960.23 which amount the applicant proposes to 
record on its books. The Commission has not approved Abington’s purported 
original cost. 

Written notice of the application has been duly given to tle Public Utility 
Commission of Pennsylvania and to the Governor of that Commonwealth. Notice 
was also published in the Federal Register on February 6, 1952 (17 F. R. 1164) 
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stating that any person desiring to be heard or to make any protest with ref- 
erence to the application should file a petition or protest on or before February 
18, 1952. No petition or protest or request to be heard in opposition to the grant- 
ing of such application has been received. 

The Commission finds: 

(1) The applicant, a corporation, is a public utility within the meaning of sec- 
tion 203 of the Federal Power Act, subject to the jurisdiction of the Commission 
as described and set out in the Commission’s order dated December 19, 1950, In 
the Matter of The Scranton Electric Company, docket No. E-6326, 9 F. P. C. 1358. 

(2) By the proposed merger the applicant will merge or consolidate its facili- 
ties subject to the jurisdiction of the Commission with facilities of another person 
within the meaning and subject to the requirements of section 203 of the Fed- 
eral Power Act. 

(3) The proposed merger will result in economies and improvements in service 
and will be consistent with the public interest. 

The Commission orders: 

(A) The proposed merger or consolidation by the applicant of the facilities 
referred to above hereby is authorized and approved upon the terms and con- 
ditions set forth in the application, subject to the provisions of this order. 

(B) Within six months from the date of consummation of the merger herein 
authorized, the applicant shall complete and file a determination of the original 
cost of the plant acquired from Abington as required by the Commission's uniform 
system of accounts and shall charge to account 271, Earned surplus, all amounts 
properly classified in account 107, Blectric plant adjustments. With respect to 
any excess over original cost found to be properly classified in account 100.5, 
Electric plant acquisition adjustments, the applicant shall submit a plan for 
the disposition thereof, provided however, that the applicant may charge such 
amount to account 271, Earned surplus, without prior approval of the Com 
mission. 

(C) This authorization shall expire unless the proposed transaction is con 
summated within 90 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(BE) The request for dismissal of the application for want of jurisdiction here- 
by is denied. 

Adopted: March 11,1952. Issued: March 12, 1952. 


Determination under section 24 of the Federal Power act 
Lands Withdrawn in Power Site Reserve No. 8 


Docket Nos. DA-418 and DA-424-Idaho—Lawrence R. Hays and State of Idaho, 
Department of Highways 


An application was filed by Lawrence R. Hays of Lucile, Idaho, for restoration 
to entry and the State of Idaho, Department of Highways, applied for a highway 
right-of-way, requiring a determination under section 24 of the Federal Power 












































APPENDIX——ORDERS 895 


Act with respect to the following described lands: Boise meridian, Idaho: 
T. 25 N., R. 1 E., Sec. 2, lots 8 and 9; Section 11, lots 1, 4, 5, and 8. 

The subject lands lying contiguous to the Salmon River are withdrawn in 
power site reserve No. 8 created May 29, 1909, made permanent by Executive 
order of July 2, 1910. 

The power value of the lands lies in their possible use for flowage purposes 
in several developments which have been suggested for this Salmon River area. 
The most recent proposed project is at Freedom dam site located about 7 miles 
downstream from the lands. 

The Salmon River is paralleled by U. S. Highway 9% which has been blasted 
out of rock about 40 feet above the river and it is this highway that the State 
of Idaho, Department of Highways, proposes to improve. 

Development of either of the plans proposed on this stretch of the river will 
result in flooding of the bottom-lands, and portions or perhaps all of the highway 
right-of-way would have to be relocated. An estimated 40 acres of the lands 
could be irrigated and cultivated. At the present time there is no known plan 
for the development of any one of the proposed projects at either site and it 
is assumed that the construction of several dams on the Columbia and Snake 
Rivers will be undertaken preceding any of the Salmon River developments 
ubove referred to. 

Pending possible future power development use of the lands in the meantime 
for highway, agricultural and homesite purposes, as contemplated by applicants, 
will not injure or destroy their power value. 

Interested federal officials have reported on the application. 

The Commission determines: 

(A) The value of the lands above described will not be injured or destroyed 
for purposes of power development by selection or entry under the public land 
laws, pending their future use, subject to the provisions of section 24 of the 
Federal Power Act, as amended and subject to the following stipulations: 

(1) When the lands or any part thereof are required for purposes of power 
developments, any structures or improvements not already legally occupying 
the lands by virtue of rights acquired prior to their withdrawal for power 
purposes, which shall be found to interfere with such proposed power develop- 
ment, shall be removed or so relocated as may be found necessary or convenient 
to eliminate interference therewith, and without expense and damage to the 
United States, its permittees or licensees. 

(B) The above described lands remain in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal order of restoration, 
and no preference right to the land is acquired by the filing of the application 
for restoration or by virtue of this action taken by the Commission. 

Adopted: March 11,1952. Issued: March 13, 1952. 


Findings and order issuing certificate of public convenience and necessity and 


modifying prior certificate authorization 
Jersey Central Power & Light Co. 
Docket Nos. G—1228 and G—1832 


On November 6, 1951, Jersey Central Power & Light Co. (applicant) filed an 
application, and supplements thereto on January 14, and February 26, 1952, re- 
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spectively, for (1) a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 5,700 feet of 6-inch natural gas transmission pipe line extending 
from a point of connection on its transmission facilities (authorized in docket No. 
G-—1228), to the distribution facilities of the Camp Wood Division of Fort Mon- 
mouth, N. J., and (2) an order further modifying the Commission’s order issued 
September 28, 1949, in docket No. G—1228, so as to authorize applicant (a) to pro- 
vide a supply of straight natural gas to meet the requirements of Camp Wood, 
and any future customers served from the said extension, and (b) to utilize the 
transmission facilities authorized in docket No. G-1228, for the transportation of 
straight natural gas to applicant’s customers in its entire Coast Division in lieu 
of the present mixed-gas service. The Camp Wood Division will be served under 
an existing contract between applicant and Fort Monmouth, which receives gas 
from applicant at locations other than Camp Wood. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1952, respecting the matters involved and the issues presented by the 
application and supplements thereto. No protests to the application have been 
received. 

Applicant supplies mixed-gas service (625 B. T. U.) at retail in its Coast Divi- 
sion situated in Monmouth and Ocean Counties, N. J., and manufactured gas in 
other areas of New Jersey not connected with its Coast Division, which will con- 
tinue to be supplied with manufactured gas. Pursuant to an order of the Com- 
mission, In the Matter of Texas Eastern Transmission Corporation, docket No. 
G-1003, and a certificate of public convenience and necessity issued to applicant, 
In the Matter of Jersey Central Power & Light Company, docket No. G—1228, au- 
thorizing the construction of 39.4 miles of 10-inch line connecting its Coast Divi- 
sion with the main transmission line of Texas Eastern, applicant receives up to 
5,000 M. c. f. of natural gas daily for enriching and reforming purposes. Appli- 
eant was authorized, In the Mutter of Teras Eastern Transmission Corporation, 
docket No. G—1012, 10 F. P. C. 35, to receive an additional 9,000 M. ec. f. of 
natural gas daily or a total of 14,000 M. c. f. from Texas Eastern, to convert its 
entire Coast Division to the service of straight natural gas. 

Applicant proposes to construct and operate the facilities requested in docket 
No. G—-1832 of this proceeding, for the purpose of bringing straight natural gas 
to the Camp Wood Division of Fort Monmouth for military purposes, and to 
supply camp facilities, and an adjoining housing development with straight 
natural gas. Applicant also desires to use the G—1228 facilities to transport 
straight natural gas to present customers served by its Coast Division. 

To give consideration to this request, the proceedings in docket No. G—1228 have 
been reopened, and consolidated with those in docket No. G—1832 for the sole 
purpose of considering the present need for further modification of the Commis- 
sion’s order issued September 28, 1949. By letter of February 25, 1952, applicant 
advised the Commission that, so far as the application related to docket No. G— 
1832 and requested authorization to serve “future customers” from the proposed 
5,700 foot 6-inch extension of facilities, the wording of the application should be 
changed, so as to reflect a request only for authorization to bring service of 
straight natural gas from applicant’s gas transmission facilities authorized in 
docket No. G-1228 to the Camp Wood Division of Fort Monmouth, and the 600 
unit housing development being constructed adjacent thereto. This deleted from 
the application that portion of the request for authorization to serve “such future 
customers who may be served from such extension.” 

Applicant has indicated that it will have sufficient gas supplies from Texas 
Bastern and from peak shaving facilities to meet the requirements of Camp Wood, 
and its other customers in the Coast Division without difficulty. 
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The Commission finds: 

(1) Applicant, a New Jersey corporation having its principal place of business 
at Asbury Park, N. J., owns and operates among other facilities, a natural-gas 
transmission pipe line system located in the State of New Jersey, and by such 
operations applicant is engaged in the transportation of natural gas in interstate 
commerce subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued September 28, 1949, docket No. 
G—1228. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (¢c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefore should 
he issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and having satisfied all the requirements of the provisions of section 
1.32 (b) of the Commission's rules of practice and procedure (18 CFR 1.32 (b)), 
sufficient cause exists for the Commission forthwith to render its final decision in 
this proceeding. 

(6) It is appropriate in carrying out the provisions of the Natural Gas Act, 
and good cause exists to further modify the Commission’s order issued Sep- 
tember 28, 1949, in docket No. G-1228, so as to authorize applicant (a) to provide 
a supply of straight natural gas to meet the requirements of the Camp Wood 
Division of Fort Monmouth, N. J., and the 600 unit housing development being 
constructed adjacent thereto, and (b) to utilize the facilities authorized in said 
docket for the service of straight natural gas to applicant's customers in its 
entire Coast Division. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, and supplements thereto, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of the completion of construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) The Commission's order of September 28, 1949, In the Matter of Jersey 
Central Power & Light Company, Docket No. G—1228, be and the same is hereby 
modified to the extent that applicant be authorized to (a) provide a supply of 
straight natural gas to meet the requirements of Camp Wood Division of Fort 
Monmouth, N. J., and the 600 unit housing development being constructed adja- 
cent thereto, and (b) utilize the facilities authorized at said docket for the 
service of straight natural gas to applicant’s customers in its entire Coast 
Division. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
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provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: March 18, 1952. Issued: March 20, 1952. 





Findings and order issuing certificate of public convenience and necessity 
South Jersey Gas Co. 
Docket No. G—1858 


On December 20, 1951, South Jersey Gas Co. (applicant), a New Jersey 
corporation having its principal place of business in Atlantic City, N. J., filed 
an application, pursuant to section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing the construction and opera- 
tion of 11.1 miles of 6-inch and 8-inch pipeline and appurtenant facilities ex- 
tending from a point on applicant’s Vineland lateral to a point in the city of 
Millville, N. J. Such facilities will be used for supplying natural gas to the 
Armstrong Cork Co., with a daily contract demand of 700 M. c. f. of natural 
gas, and the Wheaton Glass Co. with a daily contract demand of 500 M. ec. f. 
of natural gas under agreements dated December 6 and 14, 1951, respectively. 
Such facilities will also provide applicant with an additional delivery point for 
natural gas now sold to the Cumberland County Gas Co. for resale. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1952, respecting the matters involved and the issues presented by the 
application. No protests to the application have been received. 

The estimated cost of applicant’s proposed project is approximately $285,000. 
Applicant proposes initially to finance its project with funds on hand and with 
proceeds from short-term bank loans, and later to reimburse its treasury and 
refund such short-term bank loans with the proceeds of the sale of equity 
securities or long-term debt. 

The Commission finds: 

(1) Applicant, a New Jersey corporation having its principal place of busi- 
ness in Atlantic City, N. J., will, upon completion of the construction of the pro- 
posed facilities, own and operate a pipe line which will enable applicant to 
serve two new industrial customers, namely, Armstrong Cork Co., a daily con- 
tract demand of 700 M. c. f. of natural gas, and Wheaton Glass Co., a daily con- 
tract demand of 500 M. c. f. of natural gas, pursuant to agreements dated 
December 6 and 14, 1951, respectively. Such facilities will also provide applicant 
with an additional delivery point for the delivery of natural gas now sold to 
the Cumberland County Gas Co. for resale. 

(2) Applicant is a “natural-gas company” as heretofore found by the Com- 
mission In the Matter of South Jersey Gas Company in docket No, G—1289. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation and the sale of natural gas for resale in interstate commerce, 
subject to the jurisdiction of the Commission, and the proposed construction and 
operation thereof by applicant as set forth in its application are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.32 (b)) having been 
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satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) The construction and operation of the facilities, as proposed by applicant, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
hefore described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of construction of the facilities herein authorized, and the 
date of commencement of operations. 

(C) The certificate of public convenience and necessity hereby issued is not 
transferable and shall be effective only so long as applicant continues the opera 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, and any pertinent rules, regulations, or orders heretofore or hereafter issued 
hy the Commission. 


Adopted: March 18, 1952. Issued: March 20, 1982. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co 
Docket No. G 1877 


On January 16, 1952, Cities Service Gas Co. (Cities Service), a Delaware cor 
poration having its principal place of business at Oklahoma City, Okla., filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act authorizing the construction and operation of 
two (2) compressor units of 170 horsepower each, and appurtenant facilities, at 
the Ellsworth compressor station located in Ellsworth County, Kans. 

Cities Service proposes to install the said compressor units so as to make in 
creased quantities of natural gas available to its Beloit compressor station, lo 
cated in Mitchell County, Kans., and to its Superior system generally. 

All materials and equipment necessary for the installation proposed herein 
are to be secured by Cities Service from its warehouse stock 

The estimated total over-all capital cost of the proposed facilities, including 
ull expenditures involved in the installation thereof and all incidental costs, 
is $85,800. Cities Service will pay such cost from its treasury funds 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
Mareh 13, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Cities Service, a Delaware corporation having its principal place of busi 
ness at Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
vas transmission pipe-line system and is engaged in the transportation and sale 
for resale of natural gas in interstate commerce, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of December 28, 1943, in docket No. G—298, 4 
F. P. C. 471. 
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(2) The facilities hereinbefore referred to, the subject of the application 
for a certificate of public convenience and necessity herein, will, upon completion 
and operation, be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission as integral parts of 
Cities Service’s existing pipe-line system, and the construction and operation 
thereof by Cities Service are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of the facilities for which a 
certificate of public convenience and necessity is herein sought, are required 
by the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Cities Service is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(5) Cities Service having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of rule 1.32 (b) (18 CFR 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in these pro- 
ceedings and exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) Cities Service shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable, and shall be effective only so long 
as Cities Service continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


idopted: March 18, 1952. Issued: March 20, 1952. 


Order authorizing transmission of clectric energy to 


Verico and superseding previous authorization 
San Diego Gas & Electrie Co. 
Docket No. IT-57438 


San Diego Gas & Electric Co. (applicant) on August 24, 1951, filed an ap- 
plication for authority to transmit additional electric energy from the United 
States to Mexico, pursuant to section 202(e) of the Federal Power Act. On 
October 29, 1951, the applicant filed certain data purportedly supporting its 
ability to transmit the additional electric energy. 

Pursuant to section 202 (e) of the Federal Power Act, the Commission by 
order dated November 23, 1948, authorized the applicant to transmit electric 
energy from a point near San Ysidro, Calif., to a point on the international bound- 
ary, United States and Mexico, adjacent to Tia Juana, Baja California, Mexico. 
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The amount of electric energy authorized to be transmitted by the above- 
referenced order is limited to 40,000,000 kilowatt-hours per year at a rate not 
to exceed 7,000 kilowatts, and applicant now seeks to have the limit changed 
to an amount not to exceed 60,000,000 kilowatt-hours per year at a rate not 
in excess of 14,000 kilowatts. 

The territory served by the applicant is a vitai defense area, including several 
nilitary establishments, which has experienced a very large growth recently 
due to expansion of defense industries. Available data indicates a power situa- 
tion on the applicant’s system which may require curtailment of load in the 
event of an outage of generating equipment at times of peak. 

The presently authorized transmission of electric energy is inadequate due 
to the large increase in customers and usage of electric energy in Tia Juana, 
Mexico, and vicinity. However, the data supplied by the applicant in support of 
its application estimates that the requirements of its Mexican customer during 
1953 will not exceed 47,000,000 kilowatt-hours at a rate of supply not in excess 
of 10,200 kilowatts. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated as of July 13, 1951, between 
the applicant and M. P. Barbachane and Cia Electrica Fronteriza, 8. A., filed 
as an exhibit to the application. 

The applicant will transmit the electric energy over its transmission lines in 
California to a point opposite Tia Juana, Mexico, where delivery will be made 
to the Mexican customer at 12 kilovolt over the facilities covered by the Presi- 
dential permit signed by the President of the United States on April 23, 1942, 
or at 69 kilovolt over the facilities covered by the Presidential permit signed 
by the President of the United States on January 31, 1952, accepted by the 
applicant February 25, 1952, and released by the Commission concurrently with 
this order. 

Notice of the filing of the application was published in the Federal Register 
on September 6, 1951 (16 F. R. 9059) and given to interested State officials. 
No protest or request for hearing thereon has been received. 

The Commission finds: 

(1) It is necessary and appropriate for the purposes of the Federal Power 
Act that the authorization hereinafter granted shall not extend beyond Decem- 
ber 31, 1953, without further order of this Commission and that the electric 
energy and rate of supply be limited approximately to the amounts estimated 
by the applicant to be required by the Mexican customer during 1953. 

(2) The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) The applicant be and it hereby is authorized to transmit electric energy 
from the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which the applicant hereby is authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 50,000,000 
kilowatt-hours per year at a rate not in excess of 10,500 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in any event shall not 
extend beyond December 31, 1953, without further order of this Commission. 

(D) The applicant shall conduct all operations pursuant to the authorization 
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herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) The applicant shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such form 
and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of the lawful authority vested in the State, State regulatory commission or the 
Republic of Mexico over the applicant. 

(Hi) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) This order shall supersede the order of November 23, 1948, referred 
to above. 

(J) Concurrently with the service of this order, the Presidential permit signed 
by the President of the United States on January 31, 1952, and described above 
be released and a copy transmitted by the Secretary to the applicant. 


Adopted: March 18, 1952. Issued: March 21, 1952. 


Findings and order terminating proceeding 
Duke Power Co. 
Docket No. IT-5832 


Duke ower Co., a New Jersey corporation with its principal office at Charlotte, 
N. C., owns, operates and maintains a hydroelectric project on the Seneca River 
at Portman Shoals, in Anderson County, 8S. C., having acquired the said project 
in 1935 from Southern Public Utilities Company, a subsidiary, which had pur- 
chased the project in 1913. 

The project includes in its facilities for the generation of electric energy a 
dam, reservoir, powerhouse and other works appurtenant thereto. 

The Seneca River unites with the Tugaloo River to form the Savannah River 
some 297 miles upstream from the city of Savannah, Ga. 

On June 29, 1943, the Commission ordered Duke Power Co. to show cause on or 
before September 1, 1943, why it should not apply for and secure from the Com- 
mission appropriate authorization for the operation and maintenance of the 
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Portman Shoals project in accordance with the pertinent provisions of the Fed- 
eral Power Act and the rules and regulations of the Commission thereunder—it 
then appearing to the Commission that: 

(a) The Savannah River and the Seneca River are navigable waters of the 
United States; 

(b) The Portman Shoals project was constructed and is operated and main- 
tained for the purpose of developing hydroelectric power, without any permit or 
valid existing right-of-way granted prior to June 10, 1920, or any license granted 
pursuant to the Federal Water Power Act or the Federal Power Act, and the 
operation and maintenance of the project has been and is in violation of the 
Federal Power Act; and 

(c) The license requirement had repeatedly been called to the attention of 
the Company. 

On August 20, 1943, Duke Power Company filed an answer to the order to show 
cause in which it admitted that it had no Federal permit for its project but 
alleged that the Commission had no jurisdiction or authority to adjudicate and 
determine in that proceeding the question as to whether or not the Seneca River 
is a navigable water of the United States and that such question must be examined 
independently and determined in a judicial proceeding. 

In the Flood Control Act of 1950, approved May 17, 1950 (63 Stat. 163, 167) 
Congress authorized the appropriation of $50,000,000 for construction by the 
Chief of Engineers, United States Army, of the Hartwell project in the general 
plan for the comprehensive development of the Savannah River Basin. The 
Hartwell project would inundate completely the Portman Shoals project. 

The Commission finds: 

(1) The aforementioned Duke Power Company’s existing Portman Shoals 
project is located on a navigable water of the United States and is therefore sub- 
ject to the licensing requirements of the Federal Power Act. 

(2) In the circumstances recited herein, no further opportunity should be af- 
forded the Duke Power Company for obtaining the protection afforded by a Fed- 
eral Power Act license for the Portman Shoals project and the show cause 
proceeding initiated by the order of June 29, 1943, should be terminated. 

The Commission orders: 

(A) The proceeding initiated by the above-mentioned order to show cause 
dated June 29, 1943, is hereby terminated. 

(B) A copy of this order shall be furnished the Duke Power Company and the 
Chief of Engineers, Department of the Army, for such action as may be 
appropriate. 


Commissioner Smith concurring in the result. 
Commissioner Draper dissenting. 


Adopted: March 18,1952. Issued: March 21, 19852. 


Order approving revised exhibit and imposing annual land charge 
Minnesota Power & Light Co. 
’roject No. 346 
Since January 1, 1926, the commencement of the first full year of operation 
of Minnesota Power & Light Company’s project No. 346, no charge has been 


imposed for the use of Government lands on the assumption that no such lands 
were affected by the project. 
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However, pursuant to authorization therefor, sheet 3 of the map bearing 
serial number ME-8151, the same now being a part of the license for major 
project No. 346, has been revised in the Commission to show as public lands 
of the United States an island designated as lot 5 located in Sec. 18, T. 40 N., 
R. 32 W., 4th P. M., and designated as “Unsurveyed island No. 59,” comprising 
1.54 acres. In addition to the aforementioned lot 5, it appears that the project 
also affects 1.4 acres of Government lands designated as lot 4, Sec. 6, T, 39 N., 
R. 32 W., 4th P. M. 

The charges now imposed under article 17 of the license for project No. 346 
for the costs of administration of the Federal Power Act are determined in 
accordance with the provisions of regulation 14 of the Commission’s old rules 
and regulations. 

The Commission finds: 

(1) Sheet 3 of the map bearing serial number ME-8151, signed Minnesota 
Power and Light Co. by W. S. Rovertson, vice president, on July 23, 1926, revised 
in accordance with the licensee’s authorization conforms with the Commission's 
rules and regulations and should be approved as part of the license for project 
No. 346. 

(2) The annual charge hereinafter imposed under article 17 of the license 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands, effective as of January 1, 1926. is reasonable. 

The Commission orders: 

(A) The revised map-exhibit described in finding (1) above is hereby ap- 
proved as part of the license for the project. 

(B) An annual charge is hereby imposed pursuant to article 17 of the license 
for project No. 346 for the purpose of recompensing the United States for the 
use, occupancy, and enjoyment of its lands, effective as of January 1, 1926. 


Adopted: Varch 18,1952. Issued: March 21, 1952. 


Order issuing new license (minor) 
Packwood Electric Co. 
Project No. 1751 


Application was filed December 15, 1950, and later supplemented, by Packwood 
Electric Co., of Packwood, Wash., for a new license under the Federal Power 
Act (hereinafter referred to as the act) for constructed minor project No. 1751, 
located on Hager Creek, in Lewis County, Wash., and affecting lands of the 
United States in secs. 26 and 27, T. 13 N., R. 9 E., Willamette meridian, Wash- 
ington, within the Gifford Pinchot National Forest. 

The project—license for which expired October 5, 1950—is an enlargement 
of that originally licensed. It is entirely on lands of the United States, occupy- 
ing 1.54 acres, exclusive of 0.286 mile of 20-foot transmission-line right-of-way, 
and consists of : 

(a) All lands constituting the project area and enclosed by a project bound- 
ary or the limits of which are otherwise defined : 

(b) Project structures, comprising a concrete diversion dam 3 feet high, 12 
feet long, and 1 foot thick diverting water from Hager Creek ; a wood-stave pipe- 
line 3,177 feet long; a stone powerhouse 13 feet by 14 feet to which is joined 
a new addition 16 feet by 22 feet containing the original 22°4-inch Pelton water- 
wheel direct-connected to a 100-kilovolt-amperes Allis-Chalmers generator and 
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# 41-inch Pelton Double wheel, connected to a 200-kilovolt-amperes generator— 
the water rights limiting the capacity of the project to 99.2 horsepower; and 
a transmission line 1,512 feet long; and 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, and 
all rights and interests the possession of which is necessary or appropriate in 
the maintenance and operation of the project. 

The said lands and project works are more specifically shown and de- 
scribed by certain exhibits—Exhibit F, which formed part of the expired 
license, and has been redesignated as exhibit K; and exhibit G, which formed 
part of the December 15, 1950, application for a new license, and shows the change 
in powerhouse installation—which are designated and described as follows: 

Erhibit K.—(F. P. C. No. 1751-1), entitled “Hydroelectric power project, 
plant No. 2, of Henry L. Kerr, Packwood, Wn.,” signed on July 10, 1940, by Henry 
L. Kerr; and 

Exhibit G.—(F. P. C. No. 1751-2), entitled “Sketch of addition to F. P. ©. 
project #1751,” signed by Packwood Electric Co., on November 28, 1950, by 
J. W. Russell, secretary. 

The original license for the project was issued to Henry L. Kerr on September 
19, 1941, for a period of 10 years from October 6, 1940, and was transferred as 
of January 15, 1946, to Paul W. Billings, Uno Ostrom, and J. W. Russell, doing 
business as Packwood Electric Co. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Gifford Pinchot National Forest, has reported on the ap- 
plication. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported on the application. 

The Department of Game of the State of Washington has reported on the 
application. 

The Department of Fisheries of the State of Washington was notified of the 
filing of the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Washington and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a new license for the project. 

(2) The project will be affected by proposed major project No. 2083 if con- 
structed as described in the preliminary permit therefor which was issued by 
the Commission to Public Utility District No. 1 of Lewis County, Wash., on 
February 7, 1952, for a period of one year, effective as of March 1, 1952, pursu- 
ant to application filed on May 7, 1951. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Gifford 
Pinchot National Forest was created or acquired. 

(5) The installed capacity of the project is 99.2 horsepower and the energy 
generated thereby is used at applicant’s sawmill and to furnish electric service 
to the town of Packwood, Wash. 

(6) The amount of annual charges to be paid by the licensee under the license 
for the purposes of reimbursing the United States for the costs of administra- 
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tion of part I of the act and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibits described and designated in the second paragraph of this 
order conform with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a) 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Packwood Electric Co. under sections 
4 (e) and 15 of the act for a period effective as of October 6, 1950, and terminating 
October 5, 1960, unless terminated sooner upon issuance of a license for a more 
complete development as hereinafter provided, for the operation and main- 
tenance of minor project No. 1751 upon lands of the United States within the 
Gifford Pinchot National Forest, subject to the terms and conditions of the act, 
which is hereby incorporated by reference as a part of this license (except 
that the terms and conditions of part I of the act referred to in finding (8) 
above are hereby waived to the extent therein specified), and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-7, entitled “Terms and conditions of license for minor project affecting 
lands of the United States”, which terms and conditions are attached hereto 
and made a part hereof; and subject to the following special conditions set 
forth herein as additional articles: 

Article 15.—All diversion screens shall conform to such requirements as the 
Commission may prescribe upon recommendation of The Department of Game 
of the State of Washington. 

Article 16.—In the event a license is issued prior to October 5, 1960, for a 
more comprehensive development, this license shall terminate concurrently with 
the effective date of such license; and the licensee shall not be entitled to 
any compensation for damages sustained by reason of inundation or destruction 
of the project or project works; provided that such license shall contain a pro- 
vision for delivery to the licensee, from such date of termination to October 5, 
1960, inclusive, of 99.2 electrical horsepower or such part thereof and at such 
time as needed by the licensee at rates to be fixed by a duly constituted authority. 

Article 17.—The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $5.00. 

(C) Exhibit K (F. P. C. No. 1751-1) and exhibit G (F. P. C. No. 1751-2) are 
approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
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In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


{dopted: March 20,1952. Issued: March 25, 1952. 


Determination for materials site under section 24 of the Federal Power Aet 
Lands Withdrawn in Power Site Reserve No. 66 
Docket No. DA-407—-Oregon—Oregon State Highway Commission 


An application (Oregon 02246) was filed by the Oregon State Highway Com 
mission for a materials site under the act of November 9, 1921 (42 Stat. 212, 216), 
requiring a determination under section 24 of the Federal Power Act with respect 
to the following-described lands: Willamette meridian, Oreg.: T. 4 S., R. 14 E., 
Sec. 33, SUNEY,SW\, N4SEWSWY 

The Jands, which according to existing surveys are located approximately one- 
eighth mile east of and 175 feet above the Deschutes River, are withdrawn in 
power site reserve No. 66, dated July 2, 1910, based on temporary power site 
withdrawal of December 30, 1909. 

The lands lie about 6 miles upstream from the suggested dam at the Sherar 
Falls site. 

The power value of the lands lies in their possible use for flowage purposes. 
No plans for power development are known which would require the lands. Use 
of the lands in the meantime as proposed will not affect materially their power 
value. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by their use and occupancy as a materials site, 
subject to the provisions of section 24 of the Federal Power Act. 


idopted: March 20,1952. Issued: March 24, 1952. 


Order terminating proceeding 
Public Service Commission of Wisconsin 
Docket No. G-—1769 


On August 17, 1951, the Public Service Commission of Wisconsin filed a 
petition requesting that the Federal Power Commission investigate, determine, 
and order that the Michigan-Wisconsin Pipe Line Co. (Michigan-Wisconsin) 
deliver to the State of Wisconsin that proportionate and equitable share of 
hatural gas to which the State of Wisconsin is justly entitled 

An answer to such petition was filed by Michigan-Wisconsin on September 
21, 1951. 

Pursuant to order issued October 9, 1951, hearings in this matter were held 
commencing on November 19, 1951, and continuing thereafter, with certain 
recesses which were found necessary and appropriate, until February 1, 1952. 
On this latter date, upon motion of counsel for Michigan-Wisconsin, and for the 
reasons hereinafter set forth, the hearings were recessed subject ty further order 


of the Commission, 
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In the course of the hearings in this matter, and after 15 days of hearings had 
been held, upon the suggestion of staff counsel, representatives of the Public 
Service Commissions of Wisconsin and Michigan, the customers of Michigan- 
Wisconsin, and Michigan-Wisconsin held a series of conferences continuing for 
more than three days for the purpose of determining, in the light of the evidence 
of record, whether agreement could be reached among these parties as to a 
reasonable and equitable basis for allocating to the several customers the supply 
of natural gas estimated to be available from the Michigan-Wisconsin system. 
As a direct result of such conferences, agreement was reached among the partici- 
pating parties and a proposed plan for allocating the supply of natural gas 
estimated to be available from Michigan-Wisconsin was developed and submitted 
for the record in these proceedings. 

Thereafter, in furtherance of the agreement so reached among the parties 
to the proceeding, Michigan-Wisconsin, on February 19, 1952, filed with the 
Commission proposed emergency service rules and regulations which are intended 
to effectuate the plan of allocation agreed upon by the parties, and which are 
proposed to be made effective as of March 21, 1952. 

Such proposed emergency service rules and regulations are a revised version 
of a plan of allocation introduced in evidence in these proceedings on behalf 
of Michigan-Wisconsin. Such plan of allocation was predicated upon two 
basic assumptions: (1) That the volumes of gas available for delivery by Michi- 
gan-Wisconsin to its customers will be those which may be provided from the 
existing facilities operated by Michigan-Wisconsin with its present source of 
gas supply; and (2) that Michigan Consolidated Gas Co. (Michigan Consoli- 
dated), an affiliated customer of Michigan-Wisconsin, will continue to receive 
an average daily delivery of 127,000 M. c. f. from the Panhandle Eastern Pipe 
Line Co. (Panhandle Eastern) and Michigan-Wisconsin would only provide 
Michigan Consolidated with those volumes of gas necessary to meet its restricted 
requirements in excess of such daily deliveries by Panhandle Eastern. Even 
on the basis of such assumptions, it appears probable that the loads which may 
be developed under the proposed emergency service rules and regulations will 
exceed Michigan-Wisconsin’s ability to deliver gas during the 1953-1954 winter, 
unless, of course, the present capacity of Michigan-Wisconsin’s system is here- 
after augmented. 

Pursuant to the requirements of section 154.16 of the Commission’s regulations 
under the Natural Gas Act, a copy of such proposed emergency service rules 
and regulations was sent to each customer and interested state commissions. 
Comments have been received from two of Michigan-Wisconsin’s customers and 
the Public Service Commissions of Michigan and Missouri, none of which opposed 
or objected to the proposed emergency service rules or regulations; however, 
the Missouri Commission, which did not intervene or participate in these pro- 
ceedings, requested that the allocation of gas to Michigan-Wisconsin’s customers 
be made on a specific volume basis rather than the basis agreed upon by the 
parties. The Public Service Commission of Michigan urges that such rules and 
regulations be allowed to become effective as requested by Michigan-Wisconsin. 

We note also our awareness of the fact that there is now pending in the pro- 
ceedings at docket No. G-1725 an application of Panhandle Eastern for an 
order of this Commission permitting and approving the reduction in service at 
Detroit by Panhandle Eastern to Michigan Consolidated to 32 million M. ec. f. of 

zas per year, or 87,500 M. c. f. per day, on and after January 1, 1952. (Panhandle 
Eastern’s present deliveries to Michigan Consolidated at Detroit are at the rate 
of 125,000 M. c. f. per day, or a maximum of 45,625,000 M. c. f. per year.) Hear- 
ings in this matter have been concluded, and the presiding examiner filed his 
304039—57——60 
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decision in the proceedings at docket No. G-1725 on February 28, 1952, 11 
F. P. C. 575. The period allowed for the filing of exceptions to such decision 
has not expired. 

On February 1, 1952, in the course of hearings in these proceedings, counsel 
for the Public Service Commission of Wisconsin, by oral motion, moved that the 
intermediate decision procedure be waived and that the Commission forthwith 
render its decision in this matter in the event that proposed tariff amendments 
should be filed by Michigan-Wisconsin in accordance with the aforementioned 
agreement among the parties and be made effective. All other parties concurred 
in such motion. 

The Commission finds: 

(1) The said emergency service rules and regulations, as filed on February 
19, 1952, being set forth in section 14 of the General terms and conditions on 
original sheets Nos. 16A, 16B, 16C and 16D of Michigan-Wisconsin Pipe Line 
Company’s F. P. C. gas tariff, original volume No. 1, have been accepted for filing 
to become effective as of March 21, 1952. 

(2) The apparent purpose of the petition filed herein by the Public Service 
Commission of Wisconsin on August 17, 1951, having been satisfied by the 
filing and acceptance of said emergency service rules and regulations, there is no 
occasion for a decision by the Commission in this matter. 

(3) The said motion of counsel for the Public Service Commission of Wis- 
consin, aS made on February 1, 1952, for the termination of these proceedings 
should be granted. 

The Commission orders: 

(A) These proceedings be and they hereby are terminated. 

(B) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, charge, classification, or any 
rule, regulation, contract, or practice affecting such service or rate provided for 
in the aforementioned emergency service rules and regulations; nor shall this 
order be deemed as recognition of any claimed contractual right or obligation 
affecting or relating to such service or rate. 

(C) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending or 
hereafter instituted by or against Michigan-Wisconsin Pipe Line Company. 

(D) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in the proceedings at docket No. 
G-—1725, In the Matter of Panhandle Eastern Pipe Line Company; and it shall 
not to be construed in any way as disposing of the issues involved in 
such proceedings. 

Adopted: March 25, 1952. Isswed: March 25, 1952. 


Order suspending proposed gas tariff and fixing date of hearing 
East Tennessee Natural Gas Co. 
Docket No. G—1925 


On February 25, 1952, East Tennessee Natural Gas Co. (East Tennessee) 
filed with the Commission its F. P. C. gas tariff, first revised volume No. 1, with 
a request that it be permitted to take effect on March 24, 1952,’ superseding its 
F. P. C. gas tariff, original volume No. 1. 








1 This is less than the 30 days’ notice required by section 4 of the Natural Gas Act. 
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The proposed tariff changes rate schedule G-1 by increasing the charges for 
the commodity component from 18 cents per M. e¢, f. to 20.5 cents per M. ec. f.; 
and changes rate schedule I-1 by increasing the charges from 23 cents per 
M. c. f. to 24 cents per M. c. f. Additionally, the proposed tariff eliminates 
the developmental maximum charges contained in the present tariff and makes 
other changes in terms and conditions of service. 

The cost studies submitted by East Tennessee in support of the proposed 
increase in charges and the reasons and data in support of the elimination of 
the developmental maximum charge do not appear to justify the proposed 
changes. 

According to information furnished by East Tennessee, the proposed in- 
creased rates and the elimination of the developmental provision would increase 

tast Tennessee’s gross revenue for the 12 months ending February 28, 1953, 
by $431,000. 

Numerous customers of East Tennessee have entered protests against accept- 
ance of the proposed tariff and have requested suspension thereof. 

The Commission finds: 

East Tennessee’s F. P. C. gas tariff, first revised volume No. 1, may be unjust, 
unreasonable, unduly discriminatory or preferential, and may place an undue 
burden upon ultimate consumers of natural gas, and the Commission should 
enter upon a hearing, pursuant to section 4 of the Natural Gas Act, concerning 
the lawfulness of the rates, charges, classifications and services of said tariff, 
including rate schedules, rules, regulations, practices or contracts affecting such 
rates, charges, classifications and services and said gas tariff should be sus- 
pended pending hearing and decision thereon. 

The Commission orders: 

(A) East Tennessee’s F. P. C. gas tariff, first revised volume No. 1, be and 
the same is hereby suspended, pursuant to section 4 of the Natural Gas Act, and 
pending a hearing and decision thereon, its use is deferred until August 26, 1952, 
and until such further time as such tariff may be made effective in accordance 
with the provisions of the Natural Gas Act. 

(B) A public hearing be held in this proceeding commencing on May 5, 1952, 
at 10:00 a. m. in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue, NW., Washington, D. C. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of said rules of practice and procedure. 


Adopted: March 25, 1952. Issued: March 25, 1952. 


Order authorizing issuance of short-term notes 
Sierra Pacific Power Co. 
Docket No. E-6412 


Sierra Pacific Power Co. (applicant), incorporated under the laws of Maine 
and having its principal business office in Reno, Nev., filed an application on 
February 25, 1952, and amendment thereto March 19, 1952, for an order au- 
thorizing the issuance of $2,000,000 principal amount of short-term unsecured 
promissory notes pursuant to section 204 of the Federal Power Act. 

Applicant states that the notes will be payable to the National Shawmut 
Bank of Boston or to other banks from which the applicant may borrow funds, 
will amount up to but not exceeding $2,000,000 face amount at any one time 
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outstanding, for periods not exceeding twelve months from the date of original 
issue, or renewal thereof as the case may be, and will have maturity dates not 
later than December 31, 1953. The notes will be discounted at a rate of interest 
not in excess of the prime rate in effect at the time of the borrowings. 

The application indicates that the proceeds from the new notes will be used 
to refund promissory notes presently outstanding and the balance will be applied 
to the company’s 1952 construction program. 

The applicant expects to discharge the new bank loans in the latter part of 
1952 or in the early part of 1953 from the proceeds of new permanent securities. 

No underwriter’s nor finder’s fees will be incurred or paid in connection with 
the proposed issue of notes. 

Written notice of the aforesaid application has been given to the Public 
Utilities Commission of California, and the Public Service Commission of 
Nevada and to the Governors of each of those States. Notice has also been 
given by publication in the Federal Register on March 6, 1952 (17 F. R. 1978) 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before March 19, 
1952. No protest, petition or request to be heard in opposition to the granting 
of the application has been received. 

The Public Utilities Commission of California has by order of March 11, 
1952, approved the above issuance of notes; the Public Service Commission of 
Nevada by letter of March 11, 1952, has notified the Commission that they have 
no objection to the issuance of the notes. 

The Commission finds: 

(1) Applicant owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy transmitted between California and 
Nevada, and consumed at points outside the State in which it is generated, all of 
which facilities are in addition to, and do not include, facilities used for the 
generation of electric energy or facilities used in local distribution or only for 
the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter. Appli- 
cant is, therefore, a public utility within the meaning of that term as used in 
section 204 of the Federal Power Act. 

(2) The proposed issuance of short-term notes described above will be in 
excess of 5 percent of the par value of the other securities of applicant and 
therefore will not be exempt by section 204 (e) from the requirements of section 
204 (a) of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act, and the proposed issue is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the Federal 
Power Act. 

(4) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of applicant and compatible 
with the public interest which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance of short-term notes, the total amount outstanding 
at any one time not to exceed $2,000,000 and renewals with final maturity date 
not beyond December 31, 1953, as described above, upon the terms and conditions 


and for the purposes specified in the application, is hereby authorized, subject 
to the provisions of the order. ‘ 
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(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1953. 

(C) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 

Adopted: March 25,1952. Issued: March 26, 1952. 


Order issuing preliminary permit 
The Washington Water Power Co. 
Project No. 2075 


Application was filed February 21, 1951, by The Washington Water Power 
Co., of Spokane, Wash., for a preliminary permit under the Federal Power Act 
(hereinafter referred to as the act) for proposed project No. 2075, which would 
be known as the Noxon Rapids project, located on Clark Fork River, a navigable 
water of the United States, in Sanders County, Mont., affecting public lands and 
lands of the United States within the Cabinet National Forest. 

The tentative description of the project, as set forth in the application for a 
preliminary permit, is as follows: 

A concrete dam at Noxon Rapids site creating a reservoir about 17 miles 
long with normal water surface at elevation 2,249 feet; a powerhouse with 
installed capacity of 197,000 horsepower and provision for additional capacity ; 
a 230-kilovolt transmission line connecting the plant with the transmission system 
of applicant ; and appurtenant facilities. 

The Secretary of the Interior; the Chief, Forest Service, Department of Agri- 
culture; the Office of the Chief of Engineers, Department of the Army; and the 
Department of Fish and Game of the State of Montana have reported on the 
application. 

The Commission finds: 

(1) The applicant, a corporation organized and existing under the laws of the 
State of Washington, is qualified to do business in the States of Washington, 
Idaho and Montana. 

(2) Public notice of the application has been given as required by the act. 

(3) The project does not affect any Government dam and no reason is apparent 
at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to The Washington Water Power Co., 
of Spokane, Wash. (hereinafter referred to as the permittee), for a period effec- 
tive from April 1 through October 31, 1952 for the sole purpose of maintaining pri- 
ority of application for license for proposed project No. 2075 in Sanders County, 
Mont., affecting navigable waters of the United States and public lands and lands 
of the United States within the Cabinet National Forest, subject to the terms and 
conditions of the act which is hereby incorporated by reference as part of this 
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permit, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in form 
P-1, entitled “Terms and conditions of preliminary permit”, which terms and 
conditions (described as articles 1 through 8) are attached hereto and made a 
part hereof ; and subject to the following special condition set forth herein as an 
additional article: 

Article 9.—The permittee shall submit at the close of each three month period 
from the effective date of the permit to the Regional Engineer of the Commission 
having supervision over the project, or to such other officer as the Commission 
may designate, accurate statements of the work accomplished during the period 
and of the work contemplated under the preliminary permit for the ensuing 
period. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
permit. In acknowledgment of the acceptance of this permit it shall be signed 
for the permittee and returned to the Commission within 60 days frem the date 
of issuance of this order. 


idopted: March 25, 1952. Issued: March 28, 1952. 


Order further amending license (major) 
Southern California Edison Co. 
Project No. 2017 


Application was filed December 21, 1950 and supplemented October 9, 1951, by 
Southern California Edison Co., licensee for major project No. 2017, located on 
San Joaquin River in Fresno and Madera Counties, with transmission lines in 
Tulare and Kern Counties, Calif., and affecting lands of the United States within 
the Sierra National Forest. 

The application seeks amendment of the license to provide for changes in tun- 
nel alignment and road locations, and advises that such changes are necessary 
and desirable for economy of construction. 

The effect of the amendment will be to increase the area of lands of the United 
States occupied by the project, exclusive of those occupied by the transmission 
line, from 1,214.19 acres to approximately 1,248 acres, with a proportionate in- 
crease in the amount of annual charges for the occupancy of such lands from 
$2,428.38 to $2,496.00 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Sierra National Forest, has reported on the application. 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be in- 
consistent with the purposes for which the Sierra National Forest was created or 
acquired, and will not alter any of the basic facts upon which the license was 
issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The annual charges to be paid under the license, as hereinafter amended, 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands are reasonable as hereinafter fixed and specified. 
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(4) Exhibit K (revised) sheet 4037-2 (F. P. C. No. 2017-92), filed as part of 
the application for amendment, and which supersedes exhibit K (revised) sheet 
4037 (F. P. C. No. 2017-25), conforms to the Commission’s rules and regulations 
and should be approved as part of the license for the project, and the superseded 
exhibit should be eliminated therefrom. 

The Commission orders: 

The license for project No. 2017 issued to Southern California Edison Co. is 
hereby further amended, effective as of January 1, 1951 to provide for: 

(i) The changes in tunnel alignment and road locations mentioned in the sec- 
ond paragraph of this order ; 

(ii) An increase in the lands of the United States occupied by the project, 
exclusive of those occupied by the transmission line, from 1,214.19 acres to ap- 
proximately 1,248 acres, with a proportionate increase in the annual charges for 
recompensing the United States for the use, occupancy and enjoyment of its 
lands from $2,428.38 to $2,496.00; 

(iii) Inclusion in the license of the exhibit described in finding (4) above as 
conforming with the Commission’s rules and regulations, which exhibit hereby 
is approved as part of the license for the project, and elimination from the 
license of the exhibit described in the same finding as being superseded, which 
exhibit hereby is eliminated from the license for the project; said amendment 
being: 

Paragraph I.—Article 2 of the license is hereby further amended to read as 
follows: 

Article 2.—The project covered by and subject to this license, known as the Big 
Creek No. 4, is located in Fresno, Madera, Tulare, and Kern Counties, Calif., and 
consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary, and/or interest in such lands necessary or appropriate for the pur- 
poses of the project whether such lands or interests therein are owned or held 
by the licensee or by the United States, such project area and project boundary 
being more specifically shown and described by certain exhibits which formed 
part of the application for license or amendments thereto and which are desig- 
nated and described as follows: 

Evrhibit J (revised )—sheet 4032 (F. P. C. No. 2017-20) entitled “General map of 
Big Creek No. 4 project” ; 

Exhibit J—sheet 4051 (F. P. C. No. 2017-39) entitled “Big Creek No. 4 to 
Magunden transmission line” ; 

Exhibit K (revised)—sheets 4033-4036 incl., 4037-2, and 4038-4043 incl. 
(F. P. C. Nos. 2017-21 through 24, 2017-92, 2017-26 through 31). Area map in 
11 sheets, entitled “Detail map of Big Creek No. 4 project” ; 

Exhibit K—sheets 4052 to 4102, incl. (F. P. C. Nos. 2017—40 to 90 incl.) entitled 
“Big Creek No. 4 to Magunden transmission line project No. 2017” ; 

Erhibit J (revised).—(F. P. C. No. 2017-20) and K (revised) F. P. C. Nos. 
2017-21 through 24, and 2017-26 through 31) maps signed: Southern California 
ddison Co. by N. B. Hinson, vice president, on January 11, 1949, and amended 
April 20, 1949; 

Exhibit K (revised).—(F. P. C. No. 2017-92) map signed: Southern California 
Edison Co. by James F. Davenport, vice president, on December 13, 1950; exhibits 
J (F. P. C. No. 2017-389) and K (F. P. C. Nos. 2017-40 to 90, incl.) maps signed: 
Southern California Edison Co. by W. N. Johnson, vice president, on January 31, 
1950. 

(6) All project works consisting of a gravity type concrete dam, known as 
Dam No. 7 creating a reservoir of about 544, miles long with approximately 
35,000 acre-feet of gross storage; an intake structure; a pressure tunnel approxi- 
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mately 11,175 feet long; a penstock and surge tank ; a powerhouse, known as Big 
Creek powerhouse No. 4, to house two 57,500 horsepower hydraulic turbines 
each direct-connected to a 42,000 kilovolt ampere generator; a substation ; a 220- 
kilovolt transmission line approximately 5.9 miles long extending from the 
switchrack of Big Creek powerhouse No. 4 to the switchrack at licensee’s Big 
Creek powerhouse No. 3; a proposed 220-kilovolt transmission line approximately 
132.6 miles long to be constructed from Big Creek powerhouse No. 4 to its Ma- 
gunden substation near Bakersfield, California; and appurtenance facilities; 
the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits 
Which also formed part of the application for license, or amendent thereto, and 
which are designated and described as follows: 

Rehibit L.—Detail drawings in 7 sheets of Big Creek No. 4 project signed 
Southern California Edison Co. by N. B. Hinson, vice president on January 11, 
1949 and as amended April 20, 1949 comprising: 

Revised sheet 4044 (F. P. C. No. 2017-82) entitled “Details of Dam No. 7” 
Sheet 4045 (F. P. C. No. 2017-33) entitled “Spillway Gates’; Revised sheet 
1046 (FF. PLC. No. 2027-84) entitled “Intake structure”; Revised sheet 4047 
(F. BP. C. No. 2017-35) entitled “Conduit across Willow Creek”; Revised sheet 
4048 (FF. P. C. No. 2017-36) entitled “Venstock and surge chamber’; Revised 
sheet 4049 (F. P. C. 2017-37) entitled “Power house” ; Revised sheet 4050 (F. P. C. 
No. 2017-38) entitled “Switchrack.” 

Erhibit M (revised).—Statement in five sheets entitled “General description 
und specifications of mechanical, electrical, and transmission equipment” signed— 
Southern California Edison Co. by Harold Quinton, executive vice president, 
April 20, 1949. 

Erhibit M.—( Supplemental) Statement in two sheets entitled “General de- 
scription and specifications” signed—Southern California Edison Co. by W. N. 
Johnson, vice president, on January 31, 1950. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used and useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
works is approved or acquiesced in by the Commission; also, all riparian and 
other rights, the use and occupancy of which are necessary or appropriate in the 
operation of the project. 

(d) The authorized installed capacity of the project is 115,000 horsepower. 

Paragraph 11.—Article 34, sub-paragraph (1) is hereby amended to read as 
follows: 

(6b) For the purpose of recompensing the United States for the use, o¢cu- 
pancy, and enjoyment of its lands, exclusive of those used for transmission line 
right-of-way, $2,496.00; and 

Paragraph 117.—This amendment in the manner set out above shall not oper- 
ate to alter or amend the license in any other respect. and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(B) This order shall become finai 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed for the licensee and returned to the Commis ‘ion within 60 days 
from the date of issuance of this order. 


Adopted: March 26, 1952. Issued: March 28, 1952. 
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Order authorizing issuance of security and authorizing and approving 
acquisition of security 


Conowingo Power Co. and Philadelphia Electric Co. 


Docket No. E-6411 





On February 14, 1952, Conowingo Power Co. (Conowingo), organized and 
existing under the laws of the State of Maryland and supplying electric service 
to the public in portions of Harford and Cecil Counties, Md., having its prin- 
cipal business office in Elkton, Md., and Philadelphia Electric Co. (Philadelphia), 
organized and existing under the laws of the Commonwealth of Pennsylvania 
and supplying electric service in the City of Philadelphia and environs and gas 
service in five counties all in Pennsylvania, having its principal business office in 
Philadelphia, Pa., filed a joint application for an order, pursuant to section 204 of 
the Federal Power Act (act), authorizing Conowingo to issue a non-interest 
bearing demand note in the face amount of $900,000 and authorizing Philadelphia, 


























pursuant to section 203 of the act, to acquire said note when issued. 

Conowingo, 100 percent of whose outstanding capital stock is owned by 
Philadelphia, is a subsidiary of Philadelphia. 

There is presently outstanding a note of Conowingo payable to Philadelphia 
upon which there is an unpaid balance of $350,000 which bears interest at the 
rate of 6 percent per annum. In addition there is an aggregate of loans to 
Conowingo by Philadelphia in the form of open book account advances in the 
sum of $550,000 of which $110,000 bears interest at the rate of 4 percent per 
annum, the balance of such advances being non-interest bearing. These 
amounts were advanced for construction expenditures and working capital. 

The proposed transaction contemplates the cancellation of the outstanding 
note and open book account advances all of which aggregate $900,000. The 
purpose of the transaction is to refund these presently outstanding obligations 
of Conowingo to its parent Philadelphia involving no transfer of any cash. 

The application represents that Conowingo is unable to discharge currently 
its obligations to Philadelphia and desires to formalize and consolidate the 
obligations and by so doing will avoid payment of interest to Philadelphia of 
about $25,400 annually and while its taxes may increase about $700 a year, 
its net income will be increased by about $25,000 annually. Philadelphia seeks 
to avail itself of legal remedies and procedures which will simplify and ex- 
pedite the collection of the obligations and also that it be enabled to avail itself 
of tax and other savings or advantages which may result from evidencing the 
obligations by a single non-interest bearing note rather than in their present 
form. The net income of Philadelphia will be decreased by the amount of 
interest eliminated, but there will be a tax saving of about $17,300, so that the 
decrease in net income to Philadelphia as a result of the transaction will 
approximate $8,000 per annum. 

Written notice of the application has been given to the Public Service Commis- 
sion of Maryland, the Public Utility Commission of Pennsylvania and to the 
Governors of each of those States. Notice of the application was also published 
in the Federal Register February 21, 1952 (17 F. R. 1636) stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before March 5, 1952. No protest, 
petition or request to be heard in opposition to the granting of the application 
has been received. 

By order entered January 7, 1952, the Pennsylvania Public Utility Commission 
approved the evidencing of the advance to Conowingo by Philadelphia in the form 
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of a non-interest bearing promissory note of Conowingo in the amount of $900,000 
payable on demand. 

The Commission finds: 

(1) Conowingo, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission's order entered January 20, 
1948, In the Matter of Philadelphia Electric Co., Docket No. E-6105, 7 F. P. C. 327. 

(2) Philadelphia, a corporation, is a public utility within the meaning of 
section 203 of the act, subject to the jurisdiction of the Commission as here- 
tofore described and set out in the Commission's order entered October 7, 1944. 
In the Matter of Philadelphia Electric Co., Docket No. IT-5917, 4 F. P. C. 741. 

(3) The proposed issuance of a demand note will constitute an issuance of a 
security within the provisions of section 204 of the act. Inasmuch as the Public 
Service Commission Law of Maryland does not provide for the regulation of 
securities maturing in less than twelve months after date of issue, the demand 
note proposed to be issued by Conowingo does not come within the exemption 
provided by section 204 (f) of the act. The proposed issue of a demand note is, 
therefore, not exempt from the requirements of section 204 of the act. 

(4) The face amount of the proposed demand note will be in excess of five 
percent of the par value of the other securities of Conowingo then outstanding 
and, therefore, the note proposed to be issued will not be exempt by section 
204 (e) from the requirements of section 204 of the act. 

(5) The proposed issuance by Conowingo of a security as hereinafter au- 
thorized will be for a lawful object, within the corporate purposes of Conowingo 
and compatible with the public interest which is appropriate for and consistent 
with the proper performance by Conowingo of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
“appropriate for such purposes. 

(6) The proposed acquisition by Philadelphia of the demand note to be issued 
by Conowingo in the face amount of $900,000 will constitute an acquisition or 
taking of the security of another “public utility” within the provisions of section 
203 of the act and will be consistent with the public interest. 

The Commission orders: 

(A) The proposed issuance by Conowingo of a non-interest bearing promissory 
note in the face amount of $900,000 payable upon demand to Philadelphia for 
the purposes specified in the application be and it hereby is authorized subject 
to the provisions of this order. 

(B) The acquisition by Philadelphia of the note described in (A), above, for 
the purposes specified in the application be and it hereby is authorized and 
approved subject to the provisions of this order. 

(C) This authorization shall expire unless the transactions herein authorized 
are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 





Adopted: March 27,1952. Issued: March 28, 1952. 
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Findings and order issuing certificates of public convenience and necessity and 
authorizing abandonment of facilities 


United Fuel Gas Co. and The Manufacturers Light & Heat Co. 
Docket Nos. G—1761, G—1762 


On August 13, 1951, United Fuel Gas Co. (United), a West Virginia corporation 
having its principal place of business at 1033 Quarrier Street, Charleston, W. Va., 
filed an application, as supplemented on January 9, 1952, in docket No. G-1761, 
for a certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the acquisition by purchase from the United States 
Steel Co. (Steel Co.) and operation of the Carnegie compressor station, including 
1800 horsepower of compressor units, together with all appurtenant structures 
and equipment; two compressor units located in United's Lewis compressor 
station ; and a dehydration plant located near United's Cobb compressor station- 
all of the aforementioned facilities being located in the State of West Virginia. 

United states that in accordance with an agreement, dated September 25, 1941, 
between United and the Steel Co., United constructed the aforementioned facili- 
ties and billed the cost thereof to the Steel Co. Under the terms of said agree- 
ment, United on April 19, 1951, advised the Steel Co. that it had elected to pur- 
chase the aforementioned facilities from the Steel Co., and to terminate gas sales 
contracts with the Steel Co. dated May 1, 1941 and September 25, 1941. 

United has operated the said facilities and borne all operating costs in con- 
nection therewith, including operation and maintenance expense and property 
taxes applicable thereto. 

United proposes to pay $191,767.87 to the Steel Co. for the aforementioned 
facilities. 

On August 13, 1951, United and The Manufacturers Light & Heat Co. (Manu 
facturers), a Pennsylvania corporation having its principal place of business 
at 800 Union Trust Building, Pittsburgh, Pa., filed an application, as amended on 
January 2, 1952, and supplemented on February 6, 1952, in docket No. G—1762, 
pursuant to section 7 of the Natural Gas Act, United therein requests that the 
Commission issue an order authorizing it to abandon, by sale to Manufacturers, 
its natural-gas pipe line “TM-3”, consisting of 440,411 feet of 16-inch pipe line; 
pipe line *“*TM-7”, consisting of 95,557 feet of 16-inch pipe line, 90,640 feet of 20- 
inch pipe line, and 91,207 feet of 16-inch pipe line; and the Carnegie compressor 
station, together with all appurtenant structures and equipment; all of the 
aforementioned facilities being interconnected and located in the State of West 
Virginia. Manufacturers, in docket No. G—1762, seeks a certificate of public 
convenience and necessity authorizing the acquisition by purchase from United, 
and operation of the aforementioned facilities and the transportation of natural 
gas to Carnegie Natural Gas Co. or redelivery to the Steel Co., in lieu of United's 
performing service. 

United proposes to sell and Manufacturers to buy the said facilities on the 
basis of original cost less accrued depreciation. The application states that the 
estimated sale price of the facilities is $3,065,980.25. 

Applicants state that the facilities involved in docket No. G—1762 extend into 
the operating area of Manufacturers, and have been used by United primarily for 
the purpose of transporting gas to Manufacturers and the Steel Co., except for a 
number of right-of-way customers. Therefore, applicants believe it will be more 
practical, economical, and efficient for the operation of the facilities to be handled 
by Manufacturers rather than by United. 

United and Manufacturers are subsidiaries of the Columbia Gas System, Inc. 
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Pursuant to due notice a public hearing was held in Washington, D. C., on 
March 21, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) United owns and operates, among other facilities, a natural-gas trans- 
mission system in the States of West Virginia and Ohio; by such operations it is 
engaged in the transportation and sale in interstate commerce of natural gas 
for resale subject to the jurisdiction of the Commission, and is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in docket No. G-341, 4 F. P. C. 534. 

(2) Manufacturers owns and operates, among other facilities, a natural-gas 
transmission system in the States of Pennsylvania, West Virginia and Ohio; by 
such operations it is engaged in the transportation and sale in interstate 
commerce of natural gas for resale subject to the jurisdiction of the Commis- 
sion, and is a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of December 29, 1944 in 
docket No. G—593, 4 F. P. C. 821. 

(3) The facilities hereinbefore described, authorization for the acquisition of 
which is sought by United in docket No. G-1761, will be, and have been used in 
the transportation and sale in interstate commerce of natural gas for resale sub- 
ject to the jurisdiction of the Commission as integral parts of United’s existing 
natural-gas pipeline system, and the acquisition and operation thereof by United 
are subject to the requirements of subsections (¢) and (e) of section 7 of the 
Natural Gas Act. 

(4) The facilities, hereinbefore described, for which United seeks permission 
and approval to abandon by sale to Manufacturers in docket No. G—1762, are used 
for the transportation in interstate commerce of natural gas for resale subject to 
the jurisdiction of the Commission, and the abandonment thereof is subject to 
the requirements of subsection (b) of section 7 of the Natural Gas Act. 

(5) The facilities hereinbefore described, authorization for the acquisition of 
which is sought by Manufacturers in docket No. G—1762, will be used in the trans- 
portation and sale in interstate commerce of natural gas for resale subject to the 
jurisdiction of the Commission as integral parts of Manufacturer’s existing 
natural-gas pipeline system, and the acquisition and operation thereof by 
Manufacturers are subject te the requirements of subsections (c) and (e) of see- 
tion 7 of the Natural Gas Act. 

(6) The proposed acquisition and operation of the facilities for which a cer- 
tificate of public convenience and necessity is sought by United in docket No. G- 
1761, are required by the public convenience and necessity and a certificate there- 
for should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity permit United to abandon by sale to 
Manufacturers the natural-gas facilities, hereinbefore described, for which per- 
mission and approval are sought in docket No. G—1762. 

(S) The proposed acquisition and operation of the facilities for which a cer- 
tificate of public convenience and necessity is sought by Manufacturers in docket 
No. G-1762 are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(9) United and Manufacturers are each able and willing properly to do the 
acts and perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(10) United and Manufacturers having requested the omission of the inter- 
mediate decision procedure and all the requirements of the provisions of rule 
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1.52 (b) (18 CFR 1.32 (b)) having been satisfied, sufficient cause exists for the 
Commission forthwith to render its final decision in the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United tu acquire by purchase and operate the facilities here- 
inbefore described, all as more fully described in the application, as supplemented, 
and exhibits appended thereto, in docket No. G-1761, for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Permission and approval be and the same are hereby granted United to 
abandon by sale to Manufacturers the facilities hereinbefore described, all as 
more fully described in the application as amended and supplemented, and ex- 
hibits appended thereto, in docket No. G—1762, and to abandon the service rendered 
thereby immediately upon commencement of said service by Manufacturers. 

(C) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Manufacturers to acquire by purchase and operate the facili- 
ties hereinbefore described, all as more fully described in the application, as 
amended and supplemented, and exhibits appended thereto, in docket No. G-1762, 
for the transportation and sale of natural gas subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(D) United shall report to the Commission, in writing and under oath, the date 
of acquisition, and the final total costs of the facilities to be acquired as herein- 
before described, together with the date of commencement of operations. 

(E) Manufacturers shall report to the Commission, in writing and under oath, 
the date of acquisition and the final total costs of the facilities to be acquired as 
hereinbefore described, together with the date of commencement of operations. 

(F) The certificates herein issued to United and Manufacturers are not trans- 
ferable, and each shall be effective only so long as the holder thereof continues 
the operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and any pertinent rules, regulations, or orders heretofore, or here- 
after issued by the Commission. 


Adopted: March 27, 1952. Issued: March 28, 1952. 


Findings and order issuing certificate of public convenience and necessity 
and permitting and approving abandonment by sale 


Martin Wunderlich, Lee Aiken, and Lone Star Gas Co. 
Docket Nos. G—1878, G-1889 


On January 21, 1952, Martin Wunderlich and Lee Aikin, individuals, filed 
an application for permission and approval pursuant to section 7 (b) of the 
Natural Gas Act to abandon by sale to Lone Star Gas Co. (Lone Star) certain 
natural-gas facilities, as more fully described hereinafter and in the application 
which is on file with the Commission and open for public inspection. 

On February 4, 1952, Lone Star filed an application for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act author- 
izing the acquisition and operation of the above-mentioned facilities, and fur- 
ther authorizing the construction and operation of additional pipeline fa- 
cilities for the purpose of supplying the Wichita Falls and Fort Worth areas 
in Texas. Said natural-gas facilities are more fully described hereinafter and 
in said application on file with the Commission and open for public inspection. 
Lone Star filed a supplement to said application on February 20, 1952. 
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The foregoing applications were consolidated for purpose of hearing by 
Commission order issued March 10, 1952, and, pursuant to due notice, a public 
hearing was held in Washington, D. C.,.on March 24, 1952, respecting the mat- 
ters involved and the issues presented by the applications, as supplemented. 
No protest to either application has been received. 

Hitherto, on October 2, 1951, Martin Wunderlich and Lee Aikin, the individual 
applicants in docket No. G—1878 herein, filed a joint application in docket No. 
G-1801 for a certificate of public convenience and necessity authorizing them 
jointly to acquire and operate all of the facilities subject to the jurisdiction 
of the Commission of United Gas Pipe Line Co. (United) included in what 
is known as the “Wichita Falls District’ of United, said facilities including 
approximately 678 miles of pipe line ranging in size from one-inch to sixteen 
inches, and extending from Wheeler County, Tex., to Young County, Tex. United 
filed a related application in docket No. G-1825 for permission and approval to 
abandon by sale to Wunderlich and Aikin the above-described facilities. 

By order of the Commission dated November 27, 1951, the proceedings in 
docket Nos. G—1801 and G-—1825 were consolidated for purpose of hearing, and 
hearing thereon commenced on December 10 and concluded on December 11, 
1951. From evidence adduced at the hearing, and from the applications filed 
in docket Nos. G—-1891 and G—1825, it appeared that Wunderlich and Aikin pro- 
posed to acquire, for the sum of $5,000,001.00, all of United's facilities in 
the “Wichita Falls District,” together with certain properties of United Gas 
Corporation and Union Producing Co., both affiliates of United, located in and 
around United’s Wichita Falls District. Said properties included all gas trans- 
mission, distribution, and production facilities, together with materials, supplies, 
and other items comprising the North Texas division of United Gas Corp. and 
the Wichita Falls District of United and Union Producing Co. At said hearing 
on December 10 and 11, 1951, evidence was introduced concerning a series 
of contracts entered into between Lone Star and Lone Star Producing Co., an 
affiliate of Lone Star, as purchasers, and Wunderlich and Aikin, as sellers, by 
the terms of which contracts Lone Star would, inter alia, purchase from Wun- 
derlich and Aikin, for the sum of $5,752,339.58, all of the properties which 
Wunderlich and Aikin proposed to acquire from United, United Gas Corp., 
and Union Producing Co. 

By its order issued January 8, 1952, the Commission issued Wunderlich and 
Aikin a certificate of public convenience and necessity authorizing them to 
acquire and operate said facilities in the Wichita Falls District subject to the 
jurisdiction of the Commission, and granted United permission and approval to 
abandon said facilities by sale to Wunderlich and Aikin. Said order contained 
the following condition: 


(C) The permission and approval granted to United in paragraph (A) 
hereof and the certificate of public convenience and necessity issued to 
Martin Wunderlich and Lee Aikin in paragraph (B) hereof shall not be- 
come effective unless and until (1) within 30 days from the date of issu- 
ance of this order Martin Wunderlich and Lee Aikin shall have filed an 
application for an order of this Commission permitting and approving 
transfer by them to Lone Star Gas Co. of the facilities in the Wichita Falls 
District for which they requested a certificate of public convenience and 
necessity in docket No. G-1801; and (2) within 90 days from the date of 
issuance of this order, Lone Star Gas Co. shall have applied for and have re- 
ceived a certificate of public convenience and necessity authorizing it to 
acquire and operate the facilities for which a certificate of public convenience 
and necessity was sought in docket No. G-1801. 
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Findings (5) and (6) of said order of the Commission issued January 8, 1952 
are as follows: 


(5) Acquisition and operation by Lone Star of the properties comprising 
the Wichita Falls District may be required by the future public convenience 
and necessity, provided that Lone Star can show that it is able properly 
to provide adequate service to the Wichita Falls District, upon acquisition 
thereof. 

(6) In the event that Lone Star can demonstrate its ability properly to 
serve the Wichita Falls District, it is desirable and in the public interest that 
the properties described in the application in docket Nos. G-1801 and G—1825 
be acquired and operated by Lone Star at the earliest practicable date. 


The applications herein were filed pursuant to the condition in the Commis- 
sion’s order of January 8, 1952, and Lone Star’s application, as supplemented, 
in docket No. G—1889, was filed with specific reference to findings (5) and (6), 
quoted above, of the Commission’s order issued January 8, 1952. 

The record shows that Lone Star, in addition to acquiring, from Wunderlich 
and Aikin, and operating facilities in the “Wichita Falls District” subject to 
the jurisdiction of the Commission, proposes to construct and operate certain 
additional facilities. Said facilities will permit Lone Star to meet the estimated 
future demands of the Wichita Falls District and of its own market presently 
served by it in the same area. Lone Star, upon acquisition of said Wichita 
Falls District, will operate said District and its own facilities in the same area 
as a combined system. 

The additional facilities for which Lone Star seeks a certificate of public con- 
venience and necessity include approximately 69.5 miles of 20-inch transmission 
line and related facilities, extending from the outlet of a dehydration plant in 
section 16, Township 3 N, Range 3 W, Garvin County, Okla., in a southwesterly 
direction to Lone Star’s Petrolia compressor station in Clay County, Tex. In 
addition, Lone Star would construct gathering lines, miscellaneous well and field 
lines, and dehydration plants. 

The total cost of all the facilities to be constructed is estimated at $4,010,200, 
of which cost $2,799,400 is attributable to the transmission pipe line. The total 
cost of the facilities to be acquired from Wunderlich and Aikin is $5,598,128.91, 
of which $4,042,378.27 is to be paid for pipe line properties and $1,555,750.34 
for distribution properties. The total cost of the facilities to be acquired and 
constructed, including the cost of acquisition and financing, which is estimated at 
$25,000, would therefore be $9,633,329.91. Lone Star proposes to finance such 
portion of the cost of the proposed acquisition and operation as it cannot meet 
from its own funds on hand by borrowing from either banks or insurance com- 
panies or both, and in its application states that it expects to be able to obtain 
such financing as may be necessary at an interest rate not in excess of 314 
per cent. 

Said additional facilities are intended to enable Lone Star to meet the antici- 
pated future market demands in the combined Wichita Falls area. They would 
permit Lone Star to tap reserves located in the Golden Trend fields in the Fox 
field area of Oklahoma, and to transport gas from said fields to Lone Star’s 
Petrolia compressor station, whence gas would be carried to the combined 
Wichita Falls system and to the Fort Worth area. Lone Star states that the 
transmission line is designed initially to provide availability of 85,000 M. ec. f. 
per day, which amount would be sufficient to meet the demands of the combined 
Wichita Falls system during the 1952-1953 heating season in addition to supply- 
ing 33,000 M. c. f. per day to the Fort Worth area. Lone Star would construct 
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additional compressor stations as necessary after the 1952-1953 heating season 
in order to meet the requirements of its combined Wichita Falls system. 

Said transmission line would have an ultimate capacity of 208,000 M. ec. f. 
per day. Lone Star estimates the peak-day requirements of the combined 
Wichita Falls system at 195,900 M. c. f. in 1955-1956. It therefore appears 
that the transmission line will be adequate to serve said combined system even 
if, in the future, no other sources of supply are available for serving the com- 
bined Wichita Falls system. 

Respecting its gas reserves for serving the Wichita Falls District proposed 
to be acquired, Lone Star submitted estimates herein and in the prior proceeding. 
These reserves are summarized as follows in the application in docket No. 
G—1889: 

Reserves, M. c. f. 4 0%. base 


Sources connected and operated * 





CA System-_-_-- an pa ee rT 

East Panhandle____~_- Sia te sae sia 13, 836, 783 

Petrolia_____- ciao i otitiinipaalagee 247, 981 

Line U System_-_-—--~-- me ishdepecibabaaa te 47, 396, 624 

Oklahoma (H System) ----~- ai nithpteadatiietas 20, 053, 727 
Subtotal_____- e a . a 109, 060, 226 

Fox field area, Okla i — icaicaem ns is 158, 809, 777 
Total Operated______- biden ten tee aoa 267, 870, 003 


Sources available for connection 


Fox field area, Okla_ tains cai etic 426, 277, 847 
Subtract connected reserves shown above___-~- 158, 809, 777 
Proved and developed but unconnected________--_~_ 267, 468, 070 


Proved and undeveloped________- dcmmincmaees hep ety eee Okey eal eee 


Total reserves connected or available for 


connection___- ial ats Ca a ‘ 853, 112, 041 


In its application herein, Lone Star states there are in the Golden Trend fields 
of the Fox field area proved and unconnected reserves of at least 1,000,000,000 
M.c.f. Said application further states that Lone Star has already under contract 
and connected to its system 158,809,777 M. c. f. of gas in said area, as indicated in 
the above summarization, and that it expects to be able to contract for approxi- 
mately 500,000,000 M. c. f. of additional gas during 1952. Lone Star claims that 
the proposed additional facilities will enable it to obtain additional gas-purchase 
contracts and to acquire additional gas supplies in the area for the reason that 
the increased capacity of its transmission facilities will permit it to market 
larger quantities of gas than heretofore. 

In the instant proceeding, Lone Star, through its counsel, has indicated on 
the record its acquiescence in a condition which, inter alia, would require it to 
make available to the Wichita Falls District so much of its entire gas supply as 
might be necessary to provide adequate service to said district. We find, there- 
fore, that Lone Star has reserves reasonably adequate for service to the proposed 
additional market. 


*The many fields comprising these sources are itemized in exhibit 10, docket G—1801. 
**This figure represents the portion of such reserve to be devoted to the combined 
Wichita Falls system. The total of such reserve is 55,050,222 M. c. f. 
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Counsel for Lone Star and for applicants Wunderlich and Aikin stated on 
behalf of their respective clients that applicants acquiesce in the imposition of 
conditions as hereinafter set forth. 

The Commission finds: 

(1) Lone Star Gas Co. (Lone Star), a Texas corporation having its principal 
place of business at Dallas, Tex., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Texas and 
Oklahoma, and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 11, 1944, in docket No. G-442, 4 F. P. C. 565. 

(2) The facilities proposed to be acquired by Lone Star from Wunderlich and 
Aikin and the facilities proposed to be constructed by Lone Star include facilities 
which are used in the transportation and sale for resale of natural gas in inter- 
state commerce; and the sale of jurisdictional facilities by Wunderlich and 
Aikin is subject to the requirements of subsection (b) of section 7 of the Natural 
Gas Act, and the acquisition, construction, and operation of jurisdictional facili- 
ties by Lone Star is subject to the requirements of subsections (c), (d), and (e) 
of section 7 of the Natural Gas Act. 

(3) Lone Star is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Acquisition, construction, and operation by Lone Star of the facilities here 
inbefore referred to is required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity permit the proposed sale by Wunderlich 
and Aikin to Lone Star, and an order authorizing and approving the same should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Lone Star Gas Co. authorizing it to acquire from Martin Wunderlich 
and Lee Aikin and operate such of the facilities in the Wichita Falls District as 
are subject to the jurisdiction of the Commission, and further authorizing Lone 
Star to construct and operate facilities for the transportation of natural gas in 
interstate commerce, all as more fully described in the application in docket No. 
G-1889, subject to the terms and conditions contained in paragraph (C) of this 
order. 

(B) Martin Wunderlich and Lee Aikin be and they hereby are granted per- 
mission and approved to abandon by sale to Lone Star Gas Co. such of the facili- 
ties in the Wichita Falls District as are subject to the jurisdiction of the Com- 
mission, all as more fully described in the application in docket No. G—1878, sub- 
ject to the terms and conditions contained in paragraph (C) of this order. 

(C) The following terms and conditions be and the same hereby are attached 
to the issuance of the certificate issued in paragraph (A) hereof and to the 
exercise of rights granted thereunder, and also to the permission and approval to 
abandon granted in paragraph (B) hereof: 

(1) Within 30 days from the date of issuance of this order, Martin Wunderlich 
and Lee Aikin shall, pursuant to the Commission’s order issued January 8, 1952, 
In the Matters of Martin Wunderlich and Lee Aikin, docket No. G—-1801, 11 F. P. C. 
713, and United Gas Pipe Line Company, docket No. G—1825, 11 F. P. C. 713, have 
acquired by purchase from United Gas Pipe Line Company the facilities in United 
Gas Pipe Line Company’s Wichita Falls District subject to the jurisdiction of the 
Commission, and shall, immediately after such acquisition and without any inter- 
vening period of time, have abandoned such facilities by sale to Lone Star. 
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(2) Immediately upon the acquisition by Lone Star of the Wichita Falls 
District facilities in conformity with paragraph (C) (1) hereof, Lone Star 
shall promptly commence all operations and service which United Gas Pipe Line 
Co. rendered by means of the facilities in its Wichita Falls District with respect 
to which the Commission granted to United Gas Pipe Line Co. permission and 
approval to abandon by the aforesaid order issued January 8, 19952. 

(3) The Wichita Falls District shall be incorporated by Lone Star as an 
integral part of its system; and Lone Star shall so operate such integrated 
system, including the Wichita Falls District, that such portion of Lone Star’s 
entire gas supply shall be made available to the Wichita Falls District, as 
may be needed to render adequate service to said District, so that all customers 
of such integrated system shall be afforded equality of service within each 
class of such service. 

(4) Within 120 days from the date of acquisition of the facilities referred 
to in paragraph (A) hereof, Lone Star shall file with the Commission and post, 
in accordance with part 154 (exclusive of section 154.81 through 154.86, inclu- 
sive) of the Commission's rules of practice and procedure, schedules showing 
all rates and charges for any sale or transportation of natural gas subject to 
the jurisdiction of the Commission and the classifications, practices, rules and 
regulations affecting such rates, charges, and services, together with all con- 
tracts in any manner affecting or relating thereto. In connection with any rates 
and charges subject to the jurisdiction of the Commission, within 30 days from 
the date of the acquisition of the facilities referred to in paragraph (A) hereof, 
Lone Star shall file with the Commission and post certificates of adoption in 
accordance With section 250.4 of the Commission’s rules of practice and procedure 
for all presently effective rate schedules now on file with the Commission, 
concerning transactions involving such facilities. 

(5) Applicants Lee Aikin and Martin Wunderlich shall report to the Com- 
mission, in writing and under oath, the date of sale of the facilities hereinbefore 
described, and applicant Lone Star Gas Co. shall report to the Commission, in 
writing and under oath, the effective date of the acquisition of said facilities 
and the date of the completion of construction of the facilities herein authorized 
to be constructed, together with the effective dates upon which operations 
by means of such acquisition and construction commenced. 

(6) The certificate issued hereby is not transferable and shall be effective 
only so long as applicant Lone Star Gas Co. continues the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission. 


Adopted: March 27,1952. Issued: March 28, 1952. 


Order determining net changes in actual legitimate original cost of project 
and prescribing accounting therefor 


Alabama Power Co. 
Project No. 82 


By opinion and order of November 26, 1940, 2 F. P. C. 312, the Commission 
determined the original cost of the initial development of project No. 82 
(Mitchell Dam), Alabama Power Co., licensee as of December 31, 1925, to be 
$7,209,363.99. 
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From time to time, licensee has filed with the Commission statements showing 
an aggregate net claimed increase in the original cost of the project in the 
amount of $1,279,218.78 for the period from January 1, 1926, to December 31, 
1949. 

A fieid examination of licensee’s books and records in support of the claimed 
cost of the net changes in the propect was made by the staff, which questioned 
the classification and propriety of certain items of claimed cost. During the 
course of the examination conferences were held with the licensee’s representa- 
tives as to questioned items and a tentative agreement was reached, subject to 
Commission approval, for the correction of the classification of the claimed 
cost and the elimination therefrom of a net amount of $65,870.07, and the ac- 
counting disposition thereof as set forth in table “A” attached hereto and made 
a part hereof. 

As tentatively agreed upon with licensee the effect of the proposed elimina- 
tions on the claimed net increase cost as reclassified by the staff is to reduce 
the cost of project additions from $1,441,114.82 to $1,410,712.96, increase the 
amount of the retirements from $181,557.20 to $212,844.11, and reduce the debit 
adjustments relating to prior period costs from $19,661.16 to $15,479.86. This 
results in a net increase of $1,213,348.71 in the original cost of the project during 
the period from January 1, 1926, to December 31, 1949, and brings the allowable 
original cost of the project as of the latter date to $8,422,712.70. 

The Alabama Public Service Commission by letter of February 25, 1952 has 
advised that it is in accord with the above adjustments and the related disposi 
tion herein ordered. 

The Commission finds: 

(1) It is reasonable and appropriate for the purposes of the Federal Power 
Act that sections 4.4 and 4.5 of the Commission's general rules and regulations be 
waived as provided in paragraph (A) below. 

(2) From January 1, 1926 to December 31, 1949, the net increase in the original 
cost of the project amounted to $1,213,348.71, consisting of $1,410,712.96 for ad- 
ditions and a debit amount of $15,479.86 for adjustments of prior period costs 
less $212,844.11 for retirements. 

(3) As a result of the net increase referred to in paragraph (2) above, the 
actual legitimate original cost of project No, S82 as of December 31, 1949, is 
$8,422,712.70, shown in the following tabulation by prescribed electric plant ac 
counts of the Commission’s uniform system of accounts for public utilities and 
licensees, effective January 1, 1937: 


Account Account litle Amount 
No. 


Intangible plant 


301 Organization_ i $152, 814. 31 


Production plant 


320 Land and land rights 527, 
321 Structures and improvements - - - 575, 
322 Reservoirs, dams, and waterways 1, 375, 
323 Water wheels, turbines, and generators 1, 698, 
324 Accessory electric equipment eae 343, 
325 Miscellaneous power plant equipment 16, 





7, 567, 
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Account Account title Amount 


0 


Transmission plant 


340 Land and land rights $6, 208. 97 
341 Clearing land and rights-of-way 3, 293. 16 
343 Station equipment 509, 054. 53 
344 Towers and fixtures 57, 827. 95 
346 Overhead conductors and devices 110, 068. 83 


686, 453. 44 
Distribution plant 
352 Station equipment 1, 718. 24 
General plant 


378 Communication equipment 13, 937. 33 


| 


Total é 8, 422, 


~I 
bo 


(4) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the adjustments of $65,870.07 tentatively agreed upon by the staff and 
licensee for the period January 1, 1926 through December 31, 1949, be disposed of 
in the manner set forth in table “A” hereof 

The Commission orders: 

(A) The provisions of sections 4.4 and 4.5 of the general rules and regulations 
be and they hereby are waived for the purposes of this determination. 

(B) Licensee dispose of the amount of $65,870.07 referred to in paragraph (4) 
above by charges to the accounts and in the amount’s shown in table “A” 

(C) Licensee record in its control and detailed plant accounts, to the extent 
that it has not already done so, the net changes set forth in finding (2) above 
for the period from January 1, 1926, to December 31, 1949, and reflect balances 
in the detailed plant accounts, as shown in the tabulation in finding (3) above, 
totaling $8,422,712.70, as the actual legitimate original cost of project No. 82 as 
of December 31, 1949. 

(D) Within 90 days after the issuance of this order, the licensee comply with 
the foregoing and submit in duplicate certified copies of journal entries showing 
such compliance. 


Adopted: VWareh 27, 1952. Issued: Mareh 31, 1952. 
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TABLE A.—Eliminations and accounting disposition of items of claimed cost of 


net increases in project plant accounts for period Jan. 1, 


1949 


Project No. 82. Alabama Power Co. 


Description of item 


Adjustment of cost of project lands 
Cost of leasing lands $112. 00 
Cost omitted in licensee’s claim for 
initial cost of project lands (5, 118. 00 






Adjustment of accounting for the cost 
of modernizing oil circuit breakers 
Excess overheads applicable to 


other electric plant in service $965. 32 | 
Adjustment for parts retired and 

reused (net) 6, 599. 98 
Excess interest charges 518. 28 


Improper engineering and development charges 
Excess interest and maintenance expense relating 
to the installation of a fourth generating unit 
Excess interest charg 

construction perioc 





s and the reduction of the 


annual interest rate capitalized subsequent to | 


January 1, 1937 ‘ 

Profit element in construction fees and improper 
general and administrative expenses of affiliated 
construction companies 

General and administrative expenses charged by 
licensee on billings of afliliated construction 
companies 

Over- and under-priced retirements (net 

Unrecorded retirements of depreciable 
pl int 

Equipment transferred to other 
locations $2, 644. 63 


Other unrecorded retirements - - . 38, 964. 41 | 


Sundry small miscellaneous adjust- 
ments 
Cost of material and labor errone- 


ously charged to project No. 349 $(47. 79 
Numerous small unsupported and 

operating expense items 200). 84 

rotals 


es arising from revisions of | 


1926, to Dee. 31, 


Accounting disposition 


Account Account 


re) 97] 


. $05, O06. OF 


509. OS 518, 28 


8, 530. 00 


8, 639. 32 


), $22. 11 


38, 964. 41 


200). 84 


39, 242.28 | 23,065. 63 


Order approving and directing disposition of amounts classified in account 100.5, 


gas plant acquisition adjustments, and account 107, 
Interstate Natural Gas Co., Inc. 


Interstate Natural Gas Co., Inc. (Company), Monroe, Li 
filed reclassification and original cost studies of gas plant 
in compliance with the requirements of gas plant accounts 


gas plant adjustments 


, on March 27, 1942, 
as of January 1, 1940, 
instruction 2-D of the 


Uniform System of Accounts Prescribed for Natural Gas Companies and the 


Comniission’s order No. 73 relating thereto. 


In such studies there was classified 


in account 100.5, gas plant acquisition adjustments, a credit balance in the amount 


of $37,802.16 and in account 107, gas plant 





The Commission under date of December 5 


adjustments a credit 
26,882.94 as of the date referred to above. 
1039, initiated 


the rates of the Company identified as docket 


balance of 


un investigation of 
Incident to such 
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investigation the staff of the Commission prepared a report on the original cost of 
the gas plant of the Company as of December 31, 1940 which did not differ ma- 
terially from the studies of the Company as of the earlier date. In these rate 
proceedings no disposition was made of the amounts classified by the Company 
in the adjustment accounts mentioned. By application filed November 20, 1942 
the Company requested authorization for the transfer of a debit amount in ac- 
count 107 in the amount of $153,724.06 to account 110, other physical property. 
By order entered April 27, 1948, in docket No. G—467 the authorization requested 
Was granted with the result that the prior credit balance in account 107 in the 
sum of $926,SS2.94 was increased to $1,080,607.00 with no change in the balance 
in account 100.5 heretofore mentioned. 

After correspondence and conferences with the staff the company on October 
11, 1951, filed an application requesting authorization to dispose of the credit 
balances, as of January 1, 1951, remaining in accounts 100.5 and 107 in the 
amounts of $27,809.74 and $1,0S0,607.00, respectively. 


The derivation of such amounts is, in general, as set out immediately below : 


Account 100.5: 
Excess applicable to an acquisition prior to January 1, 
1940 . ( S37, S02. 16) 
Excess applicable to certain acquisitions from January 
1, 1940 to January 1, 1951 ( 24, 567, OS) 


( 62, 369. 24) 
Less: Amounts applicable to retirements from January 
1, 1940 to January 1, 1951, and minor adjustments of 
original cost ‘ 34, 559. 50 


Amount remaining for disposition, as of Jannary 1, 1951_ | 27, 809. 74) 


Account 107: 
Amounts Classified as gas plant adjustments as of Jan- 


uary 1, 1940 sa ( 926, 882. 94) 
Less: Disposition of item in order of April 27, 1948, 
Docket No. G—467, referred to above 4 153, 724. 06 


Amount remaining for disposition as of January 1, 
1951 , (1, OSO, 607. 00) 


{ ) Denotes credit amounts. 
In its plan submitted October 11, 1951, the company proposes to dispose of the 
remaining credit balances in accounts 100.5 and 107, in the amounts of $27,- 


809.74 and $1,080,607.00, respectively, by transfers to the accounts as set forth 








below : 
I ‘ Amounts in Amounts in Total 
” , account 100.5 ccount 107 — 
250.1, Reserve for depreciation of g plant $27, 809. 74 $513, 648. 44 $541, 458. 18) 
250.2, Reserve for amortization d depletion of producing 13, 651. 67 13, 651. 67 
natural gas land and lanc its 
250.3, Reserve for abandoned ses 3 465, 633. 32 465, 633. 32 
271, Earned surplus* 87, 673. 57 87, 673. 57 
27, 809. 74 1, O80, 607. 00 1, 108, 416. 74 
*Principally actual interest payments on construction written off in err 
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In addition to its plan for the disposition of the foregoing amounts Classified 
in the adjustment accounts, the Company proposed the immediate disposition to 
account 250.1 of organization expenses (account 301) in the amount of $94,938.95, 
against which a 100 per cent reserve had been provided. 

The Company is also seeking authorization to transfer $331,368.02 from 
account 250.3 to account 250.2 in order, as it asserts, to classify the reserves 
applicable to gas lands on the basis of the present Classification of the property. 

The Director of Utilities Division of the Louisiana Public Service Commission 
by letter dated February 21, 1952, advised that Commission has no particular 
comments to make with respect to the disposition of the amounts in the gas plant 
acquisition and gas plant adjustment accounts here involved which this Commis 
sion had referred to them for consideration. 

The Commission finds: 

(1) The disposition of the remaining credit balances of $27,809.74 in account 
100.5 and $1,080,607.00 in account 107 in the manner and to the extent described 
above is reasonable and appropriate for the purposes of the Natural Gas Act. 

(2) The disposition of organization expenses (account 301) in the amount of 
$94,938.95 by charge thereof to account 250.1 and the transfer of the amount of 
$331,368.02 from account 250.5 to account 250.2 are reasonable and appropriate 
for the purposes of the Natural Gas Act. 

The Commission orders: 

(A) The disposition by Interstate Natural Gas Co., Inc., of the remaining credit 
amounts, as of January 1, 1951, of $27,809.74 and $1,080,607.00 classified in ac 
counts 100.5 and 107, respectively, in the manner and to the extent described 
above be and the same is hereby approved and directed. 

(B) The disposition of organization expenses (account 301) in the amount of 
$94,938.95 by a charge thereof to account 250.1, reserve for depreciation of gas 
plant, be and the same is hereby approved and directed. 

(C) The transfer of the amount of $331,368.02 from account 250.5, reserve for 
abandoned leases, to account 250.2, reserve for amortization and depletion of 
producing natural gas land and land rights, be and the same is hereby approved 
and directed. 

(D) The company shall submit within 30 days from the date of this order 
two certified copies of the entries giving effect to the disposition and reclassifica 
tion referred to in paragraphs (A) and (B) and (C), above. 


tdopted: March 28,1952. Issued: March 31, 1952. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6415 


Gulf States Utilities Co. (applicant), a Texas corporation having its principal 
business office at Beaumont, Tex., filed its application on March 5, 1952, and 
amendments thereto on March 13 and 21, 1952, for an order pursuant to section 
204 of the Federal Power Act, authorizing it to issue such additional shares of 
no par value common stock as will yield an aggregate price to the applicant 
of $5,000,000 before payment of expenses of issuance. 

Applicant proposes to offer the proposed shares of common stock through 
competitive bidding in accordance with the competitive bidding rules of this 
Commission. Applicant proposes, on April 10, 1952 (unless postponed) to invite 
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bids for the purchase of the additional common stock (i) by newspaper publica- 
tion and (ii) through distribution of a “Public invitation for bids for the pur- 
chase of common stock,” setting forth terms and conditions relating thereto. 

The “terms and conditions” will provide that each bid must be for the ag- 
gregate purchase price of $5,000,000 and may be made by a single bidder or by 
a group of bidders. No bidder may submit or participate in more than one 
bid for the additional common stock. Each bid shall specify the aggregate 
number of whole shares of common stock to be purchased for the aggregate 
price of $5,000,000 and shall state that each bidder agrees as soon as practi- 
cable to make a public offering of all the shares of common stock to be pur- 
chased by it; and must be accompanied by a certified or bank cashier’s check 
or checks for 5 percent of the aggregate purchase price of the common stock, 
namely, $250,000. All bids must be presented to the applicant before 11:00 
o'clock A. M. (EST) on April 22, 1952, unless postponed. Applicant reserves the 
right to reject all bids or exclude a bid or bids for reasons specified in the 
publie invitation. Applicant will accept the bid which provides for the lowest 
number of whole shares of common stock to be purchased from the applicant. 

The purpose of the issuance of the additional common stock is to enable the 
applicant to obtain funds to reimburse its treasury in part for construction ex- 
penditures heretofore made and to provide the applicant with a portion of the 
funds required to carry forward its 1952 construction program. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by publica- 
tion in the Federal Register on March 14, 1952 (17 F. R. 2234). stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before March 26, 1952. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order dated October 
9, 1947, In the matter of Gulf States Utilities Companu, Docket No. 1'T—-6081, 
6 F. P. C. 958. 

(2) The proposed issuance of additional common stock, no par value, will con- 
stitute an issuance of securities within the purview of section 204 of the Federal 
Power Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the Act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to reimburse its treasury for construction expenses heretofore made and to 
earry forward its 1952 construction program. 

(5) The proposed issuance and sale through competitive bidding of addi- 
tional common stock, as hereinafter authorized, will be for a lawful object, 
within the corporate purposes of the applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance by 
the applicant of service as a public utility and which will not impair its ability 


to perform that service and is reasonably appropriate for sugh purposes. 
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The Commission orders: 

(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions, and for the purposes specified in the application, be and 
the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con 
summated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

(ii) The Commission shall have approved the number of shares to be sold for 
the aggregate price of $5,000,000, and the initial offering price per share to the 
public, by a further order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Adopted: April 1,1952. Issued: April 1, 1952. 


Order authorizing transmission of electric energy to Canada and approving 


changes in operations under Presidential permit 
Maine Public Service Co. 
Docket Nos. E-6408, E-6409 
On February 1, 1952, Maine Public Service Co. (applicant) filed an appli- 


cation (docket No. E-6408) for an order pursuant to section 202 (e) of the 
Federal Power Act authorizing the transmission of electric energy from the 





United States to Canada, and concurrently therewith also filed an application 
(docket No. E-6409) for a Presidential permit pursuant to the provisions of 
Executive order No. 8202, dated July 15, 1939. 

Pursuant to section 202 (e) of the Federal Power Act the Commission by 
order dated April 20, 1948, docket No. I'T-6028, 7 F. P. C. 1129, authorized the 
applicant to transmit to Canada electric energy purchased from its Canadian 
subsidiary Maine and New Brunswick Electrical Power Co., and electric energy 
received by the applicant from Fraser Paper, Ltd., over a permanent con- 
nection for emergency use only. The authorization to transmit electric energy 
to Canada granted by the order dated April 20, 1948, was limited to a period 
ending December 31, 1948. Extensions of that order were granted by Com- 
mission orders dated December 27, 1948, December 20, 1949, October 31, 1950 
and December 27, 1951, respectively. 
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The applicant transmitted the electric energy authorized by the aforemen- 
tioned orders over facilities covered by a Presidential permit signed by the 
President of the United States on January 3, 1948 and aecepted by the applicant 
on March 5, 1948. 

In its application under section 202 (e) of the act filed February 1, 1952, 
the applicant states that pursuant to a contract with its subsidiary it imports 
electric energy into the United States for use on its system in Maine and for 
transmission to Canada for redelivery to its subsidiary. Due to the construc- 
tion by the applicant of new generating facilities at Caribou, Maine, and a 
transmission line from Caribou to Fort Kent, near the international boundary, 
electric energy generated in the United States may be transmitted to Canada 
on a displacement basis. Similarly, electric energy received by the appli- 
cant from Fraser Paper, Ltd., may at times be transmitted to Canada on a 
displacement basis. The applicant at all times receives more power and en 
ergy from its subsidiary than it simultaneously delivers to the subsidiary. 
The applicant, therefore, requests that it be authorized to transmit electric 
energy to Canada without specification as to source. 

The Presidential permit, referred to above, limits the use of the facilities 
covered thereby to importation of electric energy into the United States from 
Canada and transmission of such imported electric energy from the United States 
to Canada. Under the changes in operations of its system in Maine, described 
above, the applicant requests a l’residential permit authorizing the use of its 
facilities at the international boundary to transmit electric energy generated 
in Maine as well as imported from Canada in accordance with its application 
under section 202 (e) of the act. No change is contemplated in the physical 
facilities at the boundary. Article 2 of the Presidential permit referred to above 
provides in part: 


No substantial change shall hereafter be made in the facilities and opera 
tions authorized by this permit until such change shall have been approved 
by the Commission. 


Notice of the filing of the application to transmit electric energy from the 
United States (docket No. E-6108) was published in the Federal Register 
on February 14, 1952 (17 F. R. 1444) and given to interested State officials, and 
no protest or request for hearing thereon has been received. 

The Commission finds: 

(1) The transmission of electric energy from the United States to Canada 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

(2) The proposed use of the facilities covered by the Presidential permit 
referred to above constitutes a change in operations within the meaning of 
article 2 of that permit requiring approval by this Commission, and such pro- 
posed use of the facilities, as hereinafter approved, is appropriate for the 
purposes of the Federal Power Act and Executive order No. 8202. 

The Commission orders: 

(A) The applicant be and it hereby is authorized to transmit electrie energy 
from the United States to Canada, subject to the provisions of this order. 

(B) The electric energy which the applicant hereby is authorized to trans- 
mit from the United States to Canada shall be in an amount not in excess of 
the amount of electric energy the applicant imports into the United States from 
Canada. - 
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(C) The operation by the applicant of its facilities at the international bound- 
ary covered by the Presidential permit referred to above, for the importation 
of electric energy from Canada and for the transmission of electric energy, regard- 
less of source, from the United States to Canada, hereby is approved, subject to 
the provisions of paragraph (B) above. 

(D) The applicant shall conduct all operations pursuant to the authoriza 
tion herein granted in accordance with the provisions of the Federal Power 
Act and pertinent rules, regulations or orders issued by the Commission. 

(E) The applicant shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted between the United States and 
Canada pursuant to the authority herein granted; shall make, keep, and pre 
serve full and complete records with respect to the movement of such energy; 
and shall furnish with respect to said transmission of electric energy reports in 
such form and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States to 
Oanada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an é pplication for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Dominion of Canada for the exer- 
cise of the lawful authority vested in the State, State regulatory commission 
or the Dominion of Canada over the applicant. 

(H) This authorization is without prejudice to the authority of this Com 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) If the applicant, at any time, shall find it necessary to curtail or limit its 
deliveries of electric energy to its customers in the United States, it shall so 
notify the Commission and shall report to the Commission the gross flow, actual 
or estimated, of electric energy in each direction together with a brief explana- 
tion of the powerload situation on its system and on the system of its subsidiary. 

(J) This order shall supersede the order dated April 20, 1948, and the ex- 
tensions of that order listed above, issued in docket No. IT—G028, 7 F. P. C. 1129 


Adopted: April 1, 1952. Issued: April 4, 1952. 


Order approving permanent connection for emergency use only and superseding 
previous authorization 


Maine Public Service Co. and Fraser Paper, Limited 
Docket No. E-6413 


On March 3, 1952, Maine Public Service Co. and Fraser Paper, Ltd., (herein 
after “applicants’’) filed a joint appplication pursuant to section 202 (d) of the 
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Federal Power Act, for approval of a permanent interconnection for emergency 
use only between the facilities of the applicants at Madawaska, Maine. 

Maine Public Service Co. is a corporation organized and existing under the 
laws of the State of Maine, having its principal business office at Presque Isle, 
Maine, engaged principally in the generation, transmission, sale and distribution 
of electric energy in northeastern Maine. 

Fraser Paper, Ltd., a wholly owned subsidiary of Fraser Companies, Ltd., is a 
corporation organized under the laws of the Province of New Brunswick, Do- 
minion of Canada, authorized to do business in Maine, having its principal place 
of business at Madawaska, Maine, operating, among other things, facilities for 
the manufacture of paper, including steam electric generating facilities. 

The proposed interconnection will be made between Maine Co.’s 33 kilo- 
volt, 60 eyele, 3-phase transmission line and Fraser’s generating station by means 
of 2.3/33 kilovolt substation of 7,500 kilovolt amperes capacity, owned and op- 
erated by Maine Co. and located on property of Fraser. 

The proposed interconnection is to be used during emergencies to alleviate a 
shortage of power or energy on Maine Co.’s system in the event of a breakdown 
or other causes creating a critical power shortage in the area. A portion of the 
electric energy received by Maine Co. over the interconnection may, during 
periods of emergency, be transmitted to its subsidiary in Canada on a displace- 
ment basis. 

By order dated April 20, 1948, in docket No. 1T-6026, T F. P. C. 594, the Com- 
mission approved a permanent interconnection for emergency use only between 
the applicants for a period limited to December 31, 1948. Extensions of that 
order were granted by Commission orders dated December 27, 1948, December 
20, 1949, October 31, 1950 and December 27, 1951. Due to a change in the op- 
erations of the Maine Co., more fully set forth in the Commission’s order in 
Docket No. E-6408, the applicants request authorization to maintain the in- 
terconnection for emergency use only without limitation as to time. 

The Commission finds: 

(1) The proposed interconnection is a permanent interconnection for emer- 
gency use only within the meaning of section 202 (d) of the Federal Power Act. 

(2) The maintenance and use of the proposed interconnection may involve the 
transmission and sale at wholesale of electric energy in interstate commerce 
within the meaning of section 201 of the Act. 

(3) The maintenance and use of the proposed interconnection during the 
periods of emergency as defined in section 32.20 of the Commission’s general 
rules and regulations will serve the emergency needs of Maine Co. and will be 
desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The maintenance and use by the applicants of the interconnection de- 
scribed above for emergency purposes referred to in finding (3) above hereby 
is approved. 

(B) The maintenance and use of the interconnection herein authorized shall 
not subject the Maine Co. or Fraser to the jurisdiction of this Commission as a 
“public utility” within the meaning of that term as used in the Federal Power Act. 

(C) On or before the 15th of each month, Maine Co. shall report to the Com- 
mission the amounts of electric energy received through such interconnection 
during the next preceding calendar month, as well as such other information as 
the Commission may from time to time require. 

(DD) This order shall supersede the order dated April 20, 1948, and the exten- 
sions of that order listed above, issued in Docket No. IT—6026, 7 F. P. C. 594. 


idopted: ipril1,1952. Issued: April j, 1952. " 
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Findings and order issuing a certificate of public convenience and necessity 
IX] Paso Natural Gas Co, 
Docket No. G-1895 


On February 19, 1952 El Paso Natural Gas Co. (applicant) filed with the 
Commission an application, as supplemented on March 10, 1952, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act authorizing the construction and operation of approximately 2.1 miles of 
1034 inch pipeline, from a point on applicant’s Tucson-Phoenix pipeline, and a 
meter station, for the purpose of delivering natural gas to Arizona Public Service 
Co., for resale to Salt River Valley Water Users Association for use in its Kyrene 
power plant. Temporary authorization to construct and operate the subject 
facilities was granted by telegram dated March 18, 1952. 

Pursuant to due notice, a public hearing was held in Washington, ID. C., on 
March 31, 1952 respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

Natural gas service is not presently available to the Salt River Valley Water 
User’s Kyrene plant. Through the proposed facilities, applicant will sell and 
deliver approximately 3,502,000 Mef of natural gas per year, with a daily maxi- 
mum of 12,000 Mef in the third year of operation. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business at 
El Paso, Tex., owns and operates, among other facilities, a natural gas trans 
mission pipeline system located in the States of Texas, New Mexico and Arizona, 
and by such operations applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of January 11, 1944 in docket No. G—288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas for resale in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facilities herein- 
before described, and as more fully described in the application as supplemented 
in this proceeding and the exhibits appended thereto, for the transportation 
and sale of natural gas as therein set forth, but not to exceed 3,502,000 M. e. f. 
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annually or 12,000 M. ¢. f. per day subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order 


(B) Applicant shall report to the Cor under oath, the date 





of completion of construction of the facili he ‘fore described, together 
with the date of commencement of operations 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under applicant's presently effective rate schedule. 


Adopted: April 38,1952. Issued: April 4, 1952. 


Findings and order issuing a certifi ate ol public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—1S864 


On December 26, 1951, El Paso Natural Gas Co. (applicant), a Delaware 
corporation of El Paso, Tex., filed an application as supplemented on January 
29, 1952, for a certificate of public convenience and necessity pursuant to sec 
tion 7 (c) of the Natural Gas Act, authorizing the construction and operation 
of 6.9 miles of 414-inch and 6%<-inch pipe line from the Texas Company’s 
gasoline plant in the Cogdell field to a point on applicant’s existing 12-inch 
line in Scurry County, Tex., and a meter station thereon to be known as the 


Cogdell Purchase meter station. Through the proposed facility, applicant ex- 





pects to transport up to 2,500 M. ¢. f. per day of natural gas which applicant 
has contracted to purchase from Stanolind Oil and Gas Co. Temporary authority 
to construct and operate the subject facilities was granted by telegram dated 
February 28, 1952. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
April 1, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business at 
El Paso, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas, New Mexico, and Arizona, 
and by such operations applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
subject to the jurisdiction of the Commission and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of January 11, 1944, in docket No. G—28s. 

(2) The facilities hereinbefore described are proposed to be used for the trans 
portation and sale of natural gas in interstate commerce, subject to the juris 


diction of the Commission, as an integral part of applicant's existing pipe-line 
system and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (¢) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Services proposed and to conform to the provisions of the Natural Gas Act and 


the requirements, rules, and regulations of the Commission thereunder, 
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(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.52 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The construction and operation of the proposed facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facilities herein- 
before described, and as more fully described in the application in this proceeding 
and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) Applicant shall report to the Commission in writing under oath, the 
date of completion of construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable, and shall be effective only so long 
as applicant continues the operations hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 


idopted: April 8, 1952. Issued: April 9, 1952 


Order issuing new license (major) 
John A. Zehntbauer 
Project No. 1097 


Application was filed September 21, 1951, by John A. Zehntbauer, of Portland, 
Oreg., for a new license under the Federal Power Act (hereinafter referred to 
as the act) for constructed major project No. 1097, located on Jack Creek, 
tributary to Metolius River, in Jefferson County, Oreg. and affecting lands of the 
United States within the Deschutes National Forest. 

The project—the original license for which expired on December 31, 1951 
consists of: 

A. All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interests in such lands nec 
esSary or appropriate for the purposes of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States; 
the general location of such project area being more specifically shown and 
described by certain exhibits which formed part of the application for license, 
and which are designated and described as follows: 

Lehibit B.—(¥. P. C. No. 1097-1) General map entitled “Hydro-electric power 
project of John A. Zelntbauer” signed by John A. Zehntbauer on May 15, 1930. 

Exhibit B-1.—(¥. P. C. No. 1097-2) Map entitled “Transmission line, hydro 
electric power plant of John A. Zehntbauer” signed by John A. Zehntbauer on 
May 15, 1930. 

Exhibit G.—Your typewritten sheets entitled “Field notes of the Zehntbauer 
power canal.” 
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B. Project works consisting of a rockfill timber-crib diversion dam about two 
feet in height and about 50 feet long; a diversion canal about 11,900 feet long ; 
a 30-inch steel penstock about 350 feet long; a powerhouse containing one gen- 
erating unit having a capacity of about 125 horsepower ; a 2,300-volt transmission 
line about 3,155 feet long from the powerhouse to applicant’s summer home; and 
appurtenant works; the location, nature, and character of which are more 
specifically shown by the exhibits hereinbefore cited and by a certain exhibit 
which also formed part of the application for license and which is designated 
and described as follows: 

Erhibit E.—One typewritten sheet embodying a description of equipment in- 
stalled in the powerhouse 

Cc. All other structures, fixtures, equipment or facilities usec. or useful in the 
maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over tthe Deschutes National Forest, an Under Secretary of the 
Interior, acting for the Se« retary of the Interior, and the Publie Utilities Com- 
inission of Oregon, have reported upon the application 

rhe Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. Publie notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
states, 

(4) The issuance of a new license for the project, as hereinafter provided, 
will not interfere or be inconsistent with the purposes for which the Deschutes 
National Forest was created or acquired 

(5) Under present circumstances and conditions and upon the terms and con 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
for the improvement and utilization of water-power development, and for other 
beneficial public uses, including recreational purposes. 

(6) The installed capacity of the project is 125 horsepower and the energy 
venerated is used by the applicant for domestic purposes. 

(7) The exhibits described and designated in the second paragraph of this 
order conform substantially to the Commission's rules and regulations and 


} 


should be approved as part of the new license for the project. 

(8) The amount of annual charges to be paid under the new license for the 
purposes of reimbursing the United States for the costs of administration of 
part I of the act, and for recompensing it for the use, occupancy, and enjoyment 
of its lands is reasonable as hereinafter fixed and specified 

The Commission orders: 

(A) This new license is issued to John A. Zehnutbauer under sections 4 (e) 
and 15 of the act for a period of 20 years, effective as of January 1, 1952 for the 


operation and maintenance of project No. 1097 upon lands of the United States 
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within the Deschutes National Forest, subject to the terms and conditions of the 
act which is incorporated by reference as a part of the license, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
I-1, entitled “Terms and conditions of license for constructed major project 
affecting lands of the United States,” except as to article 10, which terms and 
conditions are attached hereto and made a part hereof; and subject to the fol- 
lowing conditions set forth herein as additional articles: 

Article 24. The licensee shall construct, maintain and operate such protective 
devices and comply with such reasonable modifications of the project structures 
and operation in the interest of fish and wildlife resources as may be hereafter 
prescribed by the Commission upon the recommendation of the Secretary of 
Interior. 

Article 25. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the Act, $10.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $8.50. 

(C) The exhibits designated and described in the second paragraph of this 
order are approved as a part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgement of the acceptance of this license it shall be signed 
by the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Adopted: April 8, 1952. Issued: April 10, 1982. 


Findings and order issuing cer tificate of public convenience and necessity 
Texas Northern Gas Corp. 


Docket No. G-1898 

On February 27, 1952, Texas Northern Gas Corp. (applicant) filed an applica- 
tion, as amended March 4 and April 4, 1952, for a certificate of public con- 
venience and necessity, pursuant to section 7 of the Natural Gas Act, authorizing 
the operation of certain natural gas transmission pipeline facilities presently 
owned by applicant for the sale of natural gas to Transcontinental Gas Pipe 
Line Corp. (Transco). 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 7, 1952, respecting the matters involved and the issues presented by the 
application as amended. On March 21, 1952, Memphis Light, Gas & Water Divi- 
sion of the City of Memphis, Tenn., filed a petition seeking leave to intervene 
in this proceeding. Shortly thereafter, on March 25, Memphis filed a notice of 
withdrawal of such petition. No protest to the application, as amended, has 
been received. 

The record shows that applicant proposes to deliver and sell to Transco such 
volumes of natural gas as are mutually agreeable to applicant and to Transco, 
but not in excess of 45,000 M. c. f. per day, for a period terminating December 31, 
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1952, or on the date the facilities proposed by Texas Gas Transmission Corp. 
in its application at docket No. G-1847 are placed in operation, whichever date 
is earlier. Hearings upon the application at docket No. G-1847 and other appli- 
ations consolidated therewith are currently in progress. The proposed de- 
livery and sale of natural gas are to be made pursuant to an agreement of 
January 31, 1952, and deliveries thereunder are to be made at a point where the 
existing natural-gas transmission pipe lines of applicant and Transco inter- 
connect in Acadia Parish, La. Applicant states that such deliveries are to be 
billed under its rate schedule P-1 as filed with the Commission. 

The record further shows that applicant commenced delivery of gas to Transco 
on an emergency basis for a period of 60 days, beginning January 1, 1952, and 
expiring on February 29, 1952, pursuant to section 157.14 of the Commission’s 
reculations under the Natural Gas Act (18 CFR 157.14). It appears that the 
primary purpose of such emergency deliveries to Transco was to enable appli- 
cant to take the minimum take-or-pay-for quantities specified in its gas purchase 
contracts to which reference is hereinafter made. 

By telegram of March 19, 1952, the Commission denied a temporary certificate 
to applicant for authorization to continue such deliveries to Transco pending a 
determination upon the application for a permanent certificate in this proceeding. 

The record also shows that applicant was organized primarily to purchase gas 
from producers in south Louisiana and to deliver and sell such gas to Texas 
Gas, its parent. In accordance therewith applicant has entered into sixteen, 
20-year term gas purchase contracts under which producers are obligated to de- 
liver to it a maximum of 54,401 M. ec. f. per day and under which applicant is 
obligated to take or pay for a minimum of 33,885 M. c. f. per day. In turn, ap- 
plicant entered into an agreement to sell up to 46,800 M. c. f. of natural gas per 
day to Texas Gas. By its opinion and accompanying order, 10 F. P. C. 391, the 
Commission granted a certificate to Texas Gas at docket No. G-1578 to construct 
its 26-inch south Louisiana lateral extending 189 miles from North Tepetate to 
Bastrop, La., and to operate such lateral for the purpose only of supplying to the 
existing transmission system of Texas Gas such volumes of natural gas as were 
necessary to eliminate the then existing deficiency in gas supply therefor, which 
deficiency in gas supply was estimated to be approximately 52,500 M. ec. f. per 
day. Except to that extent, the application of Texas Gas at docket No. G—1578 
was denied without prejudice. 

The record also shows that applicant was unable to sell to Texas Gas, during 
the year 1951, the minimum volume of gas which it was required to take or pay 
for under its gas purchase contracts. As of December 31, 1951, there was an 
accumulated deficiency in such purchases below the minimum take-or-pay-for 
quantities of 2,849,767 M. c. f. Applicant states this volume must be taken by 
it during the year 1952, or there is every likelihood that such gas, for which pay- 





1 These applications include those of Louisiana Natural Gas Corporation at docket No 
G-1852 and of Texas Northern Gas Corporation at docket No. G-1853 for certificates 
authorizing the continued operation of existing natural-gas transmission pipeline facilities 
owned by them and the delivery of up to 93,200 M. c. f. and 48,600 M. e¢. f. of natural gas 
per day, respectively, to Texas Gas at North Tepetate, La., to supply a part of the addi 
tional gas Texas Gas will require upon completion of facilities which Texas Gas has applied 
for at docket No. G-1847. The applicants at docket Nos. G-1852 and G—1853 are wholly 
owned subsidiaries of Texas Gas. Texas Gas has advised Texas Northern that its facilities 
will be ready for operation in November, 1952, provided a certificate therefor is timely 
issued. The applications of Louisiana Natural and Texas Northern were filed in response 
to paragraph (J) of the Commission's order issued November 6, 1951, accompanying the 
opinion, 10 F. P. C. 391. Temporary authorizations to operate such facilities were granted 
those applicants on December 19, 1951. The application of Texas Northern at docket No. 
G—1898 contemplates the use of facilities embraced in its application at docket No. G—1853. 
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ments of approximately $200,000 must be made, can never be taken by applicant. 
In addition, the record shows that the volume of gas which Texas Gas will be 
able to purchase from Texas Northern in 1952 prior to the completion and plac- 
ing in operation of the facilities proposed by the application at docket No. 
G-1847 is such that applicant is faced with a minimum gas purchase obligation 
which is in excess of the volumes of gas which it can sell to its present customers. 
During the year 1952, applicant must find a market for 5,265,977 M. ¢. f. of 
natural gas. 

It appears from the record that the sale of gas to Transco will enable appli- 
eant to sell gas which it might otherwise have to pay for even though not taken 
in 1952. Applicant asserts that in making such sales it will be its policy to sell 
only such volumes of gas as will not impair its ability to carry out its obligation 
to supply gas to Texas Gas to the extent heretofore or hereafter authorized by the 
Commission. 

The record further shows that Texas Gas has advised applicant that it cannot 
economically reduce purchases from other of its suppliers prior to the completion 
of its docket No. G—1847 facilities to absorb in the Texas Gas system the gas 
proposed to be sold by applicant to Transco. 

The Commission finds: 

(1) Texas Northern, a Delaware corporation with its principal place of busi- 
ness at Lake Charles, La., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the State of Louisiana. It is and 
has been engaged at all times since December 19, 1951—-when the Commission 
at docket No. G-1853 granted it temporary authorization for the continued op- 
eration of its facilities—in the transportation of natural gas in interstate com- 
merce and in the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) The natural gas to be delivered to Transco is to be transported and sold 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
transportation and sale thereof by applicant are subject to the requirements of 
subsection (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and te conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed delivery and sale of natural gas by applicant are required 
by the public convenience and necessity, and a certicate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 () of the Com- 
mission’s rules of practice and procedure (18 CFR 1.32 ()) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to operate its existing natural-gas transmission 
pipeline system as hereinbefore described, all as more fully described in the 
application, as amended, and the exhibits appended thereto, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) This certificate is not transferable and shall be effective only until De- 
cember 31, 1952, or until the date the facilities proposed by Texas Gas Trans- 
mission Corp. at docket No. G—-1847 are placed in operation, whichever is sooner, 
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in accordance with the provisions of the Natural Gas Act and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 

(¢ 
of commencement of deliveries of natural gas hereunder to Transcontinental Gas 


) Applicant shall report to the Commission in writing, under oath, the date 


Pipe Line Corp 
idopted: April 10, 1952. Issued: April 11, 1952. 


Determination under section 24 0f the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 261 
Docket No, DA—760—California Richard C. Croop 


An application was filed by Richard C. Croop, of San Lorenzo, Calif., for 
restoration to entry, requiring a determination under section 24 of the Federal 
Power Act with respect to the following-described land: Mount Diablo meridian, 
California: T 6 N., R. 12 E. see. 26, SIENUSWH. 

The land, which is traversed by the main stem of the Mokelumne River and 
located about 214 miles below the mouth of the South Fork Mokelumne River, 
is withdrawn in power site reserve No. 261, dated April 19, 1912. 

The main stem of the Mokelumne River in this area has been fully developed 
and there is only a remote possibility that any part of the land will be needed for 
power use. However, the portion of the land east of or on the left bank of the 
river may be needed for penstock and powerhouse location in connection with a 
conduit-type diversion from the South Fork. 

Eventually it may be practical to combine the flows of the South and Middle 
Forks for power and irrigation purposes, but because of the large amount of 
storage required for regulation, such a project is economically impracticable 
until a market can be found for regulated water supply. 

No plans are known to use the land for power development and its use in the 
meantime for other purposes will not materially injure its power value. 

Interested federal and state officials have reported favorably on the application. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended. 

The above-described land remains in a withdrawn status until the Bureau of 
Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the land is acquired by the filing of the application 
for restoration or by this action taken by the Commission with respect to the land 


Adopted: April 15, 1952. Issued: April 17, 1952. _ 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—1882 


On January 28, 1952, Cities Service Gas Co. (applicant) filed an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing the construction and operation of the following 


described natural-gas facilities: 
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16.8 miles of 6-inch natural gas transmission pipe line extending from a point 
on applicant’s 8-inch Carrollton lateral to the town of Marshall, in Saline 
County, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 14, 1952, respecting the matters involved and the issues presented by the 
application. No protests to the application have been received. 

The proposed facilities will replace an existing 4-inch natural-gas_ trans- 
mission pipe line serving Marshall and Blackburn, Mo. It appears the increase 
in capacity is required to meet the expanding needs of distributors served from 
the present 4-inch pipe line; estimated peak-day firm demends have increased 
from 3,572 M. ¢. f. (1951-52) to 4,598 M. ¢. f. (1952-53). 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on 
December 28, 1943, docket No. G-298, 4 F.P.C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.82 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate there- 
for should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding, and exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing, and under oath, 
the completion of the construction of the facilities hereinbefore described to- 
gether with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: April 17,1952. Issued: April 18, 1952. 
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Order amending order issuing a certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No. G-1277 


On March 8, 1952, Transcontinental Gas Pipe Line Corp. (Transcontinental), 
a Delaware corporation, filed a petition to amend the Commission’s order 
issued April 28, 1950, accompanying the opinion 9 F. P. C. 32, issuing a cer- 
tificate of public convenience and necessity to Transcontinental. 

The Commission, by its order issued April 28, 1950, authorized Transcontinental 
to sell and deliver up to 3,000 M. ¢. f. of natural gas per day to Perth Amboy 
Gas Light Co. (Perth Amboy) and 12,000 M. ¢. f. of natural gas per day to 
Elizabethtown Consolidated Gas Co. (Elizabethtown). 

Pursuant to an agreement of March 14, 1950, which was filed with the Sec 
retary of the State of New Jersey and made effective May 31, 1950, the Perth 
Amboy Gas Light Co. and the Elizabethtown Consolidated Gas Co. were merged 
into a single corporation bearing the latter company’s name. On January 4, 
1951, Transcontinental entered into an agreement with Elizabethtown to deliver 
to it the 3,000 M. ¢. f. per day allotted to Perth Amboy in addition to the 
12,000 M. ec. f. per day allotted to Elizabethtown. 

Transcontinental requests that paragraph (6) (i) of the Commission's 
order issued April 28, 1950, be amended by substituting the figure “15,000 M. ec. f. 
per day” opposite the name “Elizabethtown Consolidated Gas Co.” and by 
striking out the name “Perth Amboy Gas Light Co.” and the figure “3,000 
M. c. f. per day” relating to said Perth Amboy Gas Light Co. and by amending 
paragraph (B) of said order to correspond with the requested amendment 
of paragraph (6) (i). 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order issued April 28, 1950, accompanying the opinion, 9 F. P. C. 32, in docket No 
G-1277, be amended in the manner set forth above. 

The Commission orders: 

Paragraph (6) (i) and paragraph B of the Commission's order issued April 28, 
1950 in docket No. G-1277 be and the same are hereby amended to read, 
respectively, as follows: 


(6) (i) Transcontinental should be authorized to sell and deliver natural 
gas to the utilities and municipality listed in the following tabulation 
under service agreements which provide for such service as they may re- 
quire, but which should not, until further order of the Commission, specify 


daily contract demands for firm service in excess of the volumes shown: 
M. ¢. f. per day 

(14.73 pounds 

square inch 


absolute) 


Consolidated Edison Co. of New York 128. 000 
The Brooklyn Union Gas Co _ 70,000 
Public Service Electric and Gas Co 70, 000 
Philadelphia Electric Co 37, 000 
Long Island Lighting System __ 85,000 
Elizabethtown Consolidated Gas Co 15, 000 
Brooklyn Borough Gas Co 9, 000 


Kings County Lighting Co aie ‘ v9, OOO 

















































FEDERAL POWER COMMISSION 





M.c.f. per day 
(14.73 pounds 
square inch 


ibsolute) 
Philadelphia Gas Works Co 4 és Blt _.. 10,000 
South Jersey Gas Co — ——_ | 
City of Danville, Virginia. — 3, 200 
Atlanta Gas Light Co- _. 1,900 


108, 100 


(B) Transcontinental is authorized to transport and sell natural gas 


in interstate commerce to the companies and communities in the volumes 


set forth in paragraph (6), as amended, and to construct such metering 
and regulating facilities which are necessary therefor and the construc- 
tion of which is not authorized in paragraph (A) hereof. 


Adopted: April 17, 1952. Issued: April 21, 1952. 


Supplemental order authorizing issuance of securitics 
Gulf States Utilities Co. 
Docket No. E-6415 


By order issued April 1, 1952, the Commission authorized the Gulf States 
Utilities Co. (applicant) to issue and sell through competitive bidding such 
additional shares of common stock, no par value, as would yield an aggregate 
price to the applicant of $5,000,000 before payment of expenses of issuance, 
subject to the provisions, among other things, set forth in paragraph (B) of 
that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of § 34.2 (k) (8) of the Commission's rules relating to compliance with 
competitive bidding requirements and § 34.2 (k) (4) of the rules, relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by § 34.9 of the rules. 

(ii) The Commission shail have approved the number of shares to be sold 
for the aggregate price of $5,000,000 and the initial offering price per share 
to the public, by a further order. 

Applicant on April 22, 1952, filed an amendment pursuant to the requirements 
of the order of April 1, 1952, setting forth that it proposes to accept as repre- 
senting the best price to it, the bid of Merrill Lynch, Pierce, Fenner & Beane 
and Lehman Brothers to purchase 239,578 shares of common stock, no par 
value, for the aggregate price of $5,000,000, resulting in a price to applicant of 
$20.87 per share. The initial offering price to the public by the successful bidder 
will be $22.00 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of April 1, 1952, and under the bid it proposes to 
accept for the common stock the number of shares of such stock to be sold to 
yield an aggregate amount of $5,000,000 before payment of expenses of issuance 
and the initial offering price to the public are reasonable. 
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(2) The proposed issuance of common stock as hereinafter authorized will 
be for a lawful object, within the corporate powers of applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The number of shares of common stock to be issued and sold by appli 
cant to yield to it an aggregate amount of $5,000,000 before payment of expenses 
of issuance and the initial offering price of such common stock under the bid 
referred to above are approved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (C), (D) and (E) 
of the Commission's order of April 1, 1952, in this matter. 


tdopted: April 22, 1952. Issued: April 23, 1952. 


Order issuing preliminary permit 
Portland General Electric Co. 
Project No. 2092 


Application was filed August 25, 1951 by Portland General Electric Co., of 
Portland, Oreg., for a preliminary permit under the Federal Power Act (herein- 
after referred to as the act) for proposed project No. 2092, which would be 
known as the Round Butte project, located on Deschutes River in Jefferson 
County, Oreg., affecting public lands, lands of the United States within the 
Deschutes National Forest, tribal lands within the Warm Springs Indian Reserva- 
tion, and lands within the Central Oregon Land Utilization project of the Soil 
Conservation Service, Department of Agriculture. 

The description of the project, as set forth in the application for preliminary 
permit, is as follows: 

A concrete gravity type dam on Deschutes River, providing a gross head of 
285 feet, forming a reservoir in the Deschutes River and the Crooked River, 
each about S'o miles long above the dam; a reservoir on the Metolius River 
about 10 miles long above the dam; a powerhouse, immediately downstream 
from the dam, with an installed capacity of about 310,000 horsepower ; a trans 
mission line; and appurtenant facilities, 

The Secretary of Agriculture, the Secretary of the Interior, the Chief of 
Engineers, Department of the Army, and the Public Utilities Commission of 
Oregon have reported on the application. 

The State of Oregon, the Oregon Fish Commission and the Oregon State 
Game Commission filed a protest against the granting of the application. 

The Commission, having considered the record herein, including the protest 
of the State of Oregon and its agencies, finds: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Oregon. 

(2) Public notice of the application has been given as required by the act. 

(3) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 
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(4) The protest of the State of Oregon and its agencies is based principally 
upon opposition to construction, operation and maintenance of the project, 
which would not be authorized by a preliminary permit; and said protest may 
be renewed in the event an application for license for the project is filed in the 
future. Consequently, the interests of the State alleged in the protest to be 
adversely affected will, in fact, not be so affected by the issuance of a preliminary 
permit as hereinafter provided. 

The Commission orders: 

(A) This preliminary permit is issued to the Portland General Electric 
Co., of Portland, Oreg. (hereinafter referred to as the permittee), for a period 
effective from May 1, 1952 through April 30, 1954 for the sole purpose of main- 
taining priority of application for license for proposed project No. 2092 in 
Jefferson County, Oreg., affecting public lands of the United States within 
the Deschutes National Forest, tribal lands within the Warm Springs Indian 
Reservation and lands within the Central Oregon Land Utilization project of 
the Soil Conservation Service, Department of Agriculture, subject to the terms 
and conditions of the act which is hereby incorporated by reference as part 
of this permit, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in 
form P-1, entitled “Terms and conditions of preliminary permit”, which terms 
and conditions (articles 1 through $) are attached hereto and made a part 
hereof; and subject to the following special condition set forth herein as an 
additional article: 

Article 9—The permittee shall submit at the close of each six month period 
from the effective date of the permit to the Regional Engineer of the Com- 
mission having supervision over the project, or to such other officer as the 
Commission may designate, accurate statements of the work accomplished 
during the period and of the work contemplated under the preliminary permit 
for the ensuing period. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
permit. In acknowledgment of the acceptance of this permit it shall be signed 
for the permittee and returned to the Commission within 60 days from the date of 
issuance of this order. 

Adopted: April 22,1952. Issued: April 24, 1952. 


Order instituting investigation, firing date for hearing, and consolidating 
proceedings 


El Paso Natural Gas Co., Pacific Gas & Electric Co., Southern California Gas Co., 
Southern Counties Gas Co. of California, Nevada Natural Gas Pipe Line Co., 
and San Diego Gas & Electric Co. 


Docket Nos. G—1630, G-1631, G-1912, G-—1651, G-1945, G—1718, G—1888, G-1934 


Pacific Gas and Electric Co. (Pacific) owns and operates a natural gas trans- 
mission pipe-line system located in the State of California, and by such operations 
is engaged in, among other things, the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is a natural 
gas company within the meaning of the Natural Gas Act, as heretofore deter- 
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mined by the Commission in its orders dated February 28, 1949, in docket No. 
G-1092, 8 F. P. C. 726, and July 14, 1950, in docket No. G-1195, 8 F. P. C. 991, 
issuing certificates of public convenience and necessity under section 7 of the 
Natural Gas Act. 

On August 10, 1951, and on October 15, 1951, Pacific entered into service agree- 
ments with Southwest Gas Corporation, Ltd. (Southwest) and California-Pacific 
Utilities Co. (California-Pacific), respectively, for the delivery and sale of 
natural gas for resale in interstate commerce by Pacific to Southwest and Cali- 
fornia-Pacific. Each of the service agreements is subject to Pacifie’s F. P. C. gas 
tariff, original volume No. 1 on file with the Federal Power Commission. 

The sales of natural gas by Pacific to Southwest and California-Pacific are 
subject to the following limitations appearing in the general terms and condi 
tions of Pacific’s F. P. C. gas tariff, original volume No. 1, more particularly 
paragraph 7 appearing on original sheet No. 8: 

Buyer shall render service with gas purchased from seller to domestic and 
commercial customers only and shall not render service to any such customer 
whose use of gas exceeds 25,000 cubic feet per day of twenty-four hours, nor 
shall buyer itself consume such gas in excess of said amount, unless it shall 
first have obtained seller’s approval to render such service or make such 
use, nor shall buyer increase the volume of gas delivered to any such cus 
tomer, or increase its use, without prior approval of seller, provided, that 
seller will give such approval as to domestic and commercial customers of 
buyer who, in the judgment of seller, cannot readily use a substitute fuel 
without undue hardship. 

Also, such sales are subject to the limitations appearing in section 1 of the 
respective service agreements executed by Southwest and California: whereby 
the sales of natural gas by Pacific to each of the purchasers is “for resale by 
buyer only for domestic and commercial purposes” and may not be resold to 
such customers in volumes exceeding 25 Mcf per day without prior approval of 
Pacific. These limitations likewise appear in the form of service agreement 
included in Pacific’s tariff. 

These provisions have been the subject of objections by California-Pacifie and 
Southwest and they may be unjust, unreasonable, unduly discriminatory or 
preferential. 

There is presently pending before the Commission an application for a certifi- 
cate of public convenience and necessity filed by Pacific in Docket No. G—1651. 
That application is now set for hearing to commence on April 30, 1952, along 
with other related dockets. That certificate proceeding concerns, among other 
things, the volumes of gas to be available to the Pacitic System which may have 
a bearing on the determination of the issues with respect to the provisions of the 
service agreements and tariff hereinabove referred to. It would, therefore, 
appear to be appropriate that the issues respecting the provisions of the service 
agreements and the tariff be brought on for hearing in conjunction with the hear 
ing on the application for certificate of public convenience and necessity. Ad 
ditionally, it would appear that such procedure should serve the convenience of 
Pacifie. 

The Commission finds: 

(1) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission on its own 
motion enter upon an investigation and hearing pursuant to the authority of 
sections 4 and 5 of the Natural Gas Act concerning the above-mentioned tariff 


and service agreements for the purpose of determining if said provisions are 
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unjust, unreasonable, unduly discriminatory or preferential, or are otherwise 
contrary to the provisions of the Natural Gas Act. 

(2) For purpose of hearing, the proceeding herein initiated should be con- 
solidated with the proceeding on Pacific’s application for a certificate of public 
convenience and necessity in docket No. G-1651 and with other proceedings in 
docket Nos. G—1630, G-1631, G-1718, G-1s8s8s8, G-1912 and G-1934 

( 


3) It is reasonable and good cause exists for tixing the date of hearing in the 
instant proceeding on less than 15 days’ notice. 

The Commission orders: 

(A) An investigation be and the same hereby is instituted for the purpose of 
enabling the Commission : 

(i) To determine whether the above-mentioned provisions of Pacific's tariff 
and service agreements are unjust, unreasonable, unduly discriminatory or pref 
erential or are otherwise contrary to the provisions of the Natural Gas Act; 

(ii) If, after hearing, the Commission shall find the provisions of Pacific's 
tariff and service agreements referred to above are unjust, unreasonable, unduly 
discriminatory or preferential or are otherwise contrary to the provisions of 
the Natural Gas Act, to determine and fix by appropriate order or orders just, 
reasonable, nondiscriminatory and nonpreferential classifications, services, rules, 
regulations, and practices to be thereafter observed and in force 

(B) A publie hearing be held commencing on April 30, 1952, at 10:00 a. m., 
in the hearing room of the Federal Power Commission, 1800 Pennsylvania Avenue, 
NW., Washington, D. C., respecting the matters involved and the issues presented 
in this proceeding. 

(C) This proceeding in docket No. G-1945 be and it hereby is consolidated for 
purpose of hearing with the proceedings in docket Nos, G-1651, G-1680, G-1638 
G—1718, G-1888, G-1912 and G-1934, now set to convene on April 30, 1952, at 
10: 00 a. m., in the hearing room of the Federal Power Commission, 1800 Penn 
sylvania Avenue, NW., Washington, D.C. 

(D) The issues in this proceeding, docket No. G-1945 be heard after the con- 
clusion of the hearing on the applications for certificates of public convenience 
and necessity. 

(FE) Interested State commissions inay participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1S and 1.37 (f)) of the Commission's rules of practice 
and procedure, provided, however, that notices of and petitions to intervene 
may be filed at any time subsequent to the issuance of this order but no later 
than May 5, 1952 


idopted: April 22,1952. Issued: April 23, 1952. 


Findings and order issuing certificate of public convenionce and necessity 
United Gas Pipe Line Co. 
Docket No. G—1880 


On January 24, 1952, United Gas Pipe Line Co. (applicant) filed an appliea- 
tion, Which was supplemented on February 25, 1952, for a certificate of public 
convenience and necessity authorizing the construction and operation of approxi- 
mately 17.3 miles of 20-inch, 7.8 miles of 24-inch, and 11.8 miles of 26-inch pipe 
line extending from the Mustang Island (Red Fish Bay) field near Ingleside, 


Tex., to applicant's Refugio compressor station site near Refugio, Tex. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 18, 1952, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the application has been received 

The record shows that applicant has secured a gas purchase contract from 
Sunray Oil Corp. dated December 15, 1951, covering the reserves of Sunray 
and (Red Fish Bay) field. 


Applicant estimates there are 1,214.5 billion cubic feet of gas in place as of 


Oil Corp. in said Mustang Is) 


November 1, 1951, in said field. Of this, applicant’s gas purchase contract with 
Sunray Oil Corp. is estimated to cover 518.6 billion cubie feet of natural gas. 

The capacity of proposed pipe line will be approximately 150,000 M. ¢. f. per day 
with an input pressure of 900 pounds per square inch and an outlet pressure 
of S50 pounds per square inch. 

The estimated cost of construction of the proposed facilities is $2,735,000, 
which applicant proposes to finance out of cash on hand or, if necessary, to be 
borrowed by applicant from its parent, United Gas Corp 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 


in Shreveport, La., owns and operates a natural-gas transmission pipe-line sys 





tem located in the States of Texas, Louisiana, Mississippi, Alabama and Florida 
By such operations, applicant is engaged in the transportation and sale of nat 
ural gas in interstate commerce for resale for ultimate public consumption, sub- 
ject to the jurisdiction of the Commission, and is, therefore, a “natural-gas com 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Comission in its order of November 10, 1942, Jn the Matter of United Gas Pipe 


Line Company, Docket No. G-232, 3 F. P. C. 865. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale in interstate commerce of natural gas for resale for ultimate 
public consumption as integral parts of applicant's existing pipe-line system, and 
the construction and operation thereof by applicant are subject to the require 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Public convenience and necessity require the construction and operation 
of the proposed facilities are hereinbefore described, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Comunission’s rules of practice and procedure (1S CFR 1.32 (b) having been 
satisfied, sufficient cause exists for the Commission forthwith to render the final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant, United Gas Pipe Line Co., to construct and op 
erate the facilities hereinbefore described, all as more fully described in the 
application, as supplemented, in this proceeding, for the transportation and 
sale for resale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of the completion of construction of the facilities herein authorized, to 
gether with the date of commencement of operations 
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(C) This certificate is not transferable and shall be effective only so long 


as applicant continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 

(D) Nothing in this order is to he construed as implying approval of the 
reserve estimates submitted by applicant in its application, as supplemented, in 
this proceeding. 


Adopted: April 22,1952. Issued: April 28, 1962. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 81 
Docket No. DA-323—Colorado—H. B. Moore 


An application was filed by H. B. Moore, of Dumont, Colo., for restoration to 
mineral entry, requiring 2 determination under section 24 of the Federal Power 
Act with respect to the following-described land only: Sixth principal meridian, 
Colorado: T.38., R. 73 W., sec. 30, E44NW144—unsurveyed. 

The land, which is adjacent to Clear Creek, a tributary of the South Platte 
River, is withdrawn in power site reserve No. 81, dated July 2, 1910, based on 
temporary power site withdrawal of December 4, 1909. 

The land is located a short distance downstream from the dam site of the 
proposed Empire Station Reservoir, considered by the Chief of Engineers, Depart- 
ment of the Army, in House Document No. 197, 73d Congress, 2d Session. 

The power value of the land lies in its possible use for canal or conduit location. 
Development appears remote and use of the land in the meantime for other 
purposes will not materially injure its power value. 

Interested Federal and State officials have reported favorably on the 
application. 

Pursuant to application for restoration to mineral entry, the Commission on 
April 21, 1942, determined (DA-—239-Colorado) that the value of the portion of 
the land in unsurveyed S‘4GNWY, sec. 30, T. 3.8., R. 73 W., Sixth principal 
meridian, Colorado, embraced in Mineral Survey No. 20658 of the Bertha Maud 
Lode mining claim and lying within power site reserve No. 81 would not be 
injured or destroyed for purposes of power development by location, entry, or 
selection under the public land laws, for mining purposes, subject to the provisions 
of section 24 of the Federal Power Act. 

The application also seeks restoration to mineral entry of the land in unsur- 
veyed NEYSW, sec. 30, T. 3 8., R. 73 W., Sixth principal meridian, Colorado. 
According to available records, the said land is not reserved for power purposes. 

The Commission finds: 

A determination under section 24 of the Federal Power Act with respect to the 
land in unsurveyed NEYSWY, sec. 30, T. 3 8., R. 73 W., Sixth principal meridian, 
Colorado, is neither necessary nor appropriate, 

The Commission orders: 

The aforesaid application insofar as it concerns the land described in the above 
finding is dismissed. 

The Commission determines: 

The value of the land in unsurveyed EYNWYX, sec. 30, T. 3 S., R. 73 W., Sixth 
principal meridian, Colorado, will not be injured or destroyed for purposes of 
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power development by location, entry, or selection under the public land laws, 
subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above-described land remains in a withdrawn status until the Bureau of 
Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of the 
application for restoration or by this action taken by the Commission with respect 
to the land. 

idopted: April 22,1952. Issued: April 28, 1952. 


Order confirming and approving rates for sale of electric power and energy 
Department of the Interior, Southwestern Power Administration 
Docket No. E-6407 


The Secretary of the Interior, pursuant to the Flood Control Act of 1944 (58 
Stat. 887), on January 30, 1952 submitted, for confirmation and approval by the 
Commission, proposed rates and charges contained in an agreement, dated Jan- 
uary 29, 1952, between the United States of America, Arkansas Power & Light 
(Arkansas Power) and Reynolds Metals Co. (Reynolds), providing for the sale 
of power and energy by the Government through the Southwestern Power Ad- 
ministration (SPA) to Arkansas Power, and also providing for the sale of a 
block of power by Arkansas Power to Reynolds. The agreement provided for 
automatie termination if the rates and charges therein were not approved by 
the Commission by March 29, 1952. Such termination was extended by a 
series of supplements to the agreement, the latest of which extended the auto- 
matic termination date through April 23, 1952. On April 17, 1952, the Secretary 
of the Interior filed a supplemental agreement, also dated April 17, 1952, amend- 
ing certain of the other provisions of the agreement of January 29, 1952. 

Generally, the agreement of January 29, 1952 provides, under article I, that 
SPA will sell and deliver to Arkansas Power 150,000 kilowatts and 30,000,000 
kilowatt-hours per month (360,000,000 kilowatt-hours per year) of firm power and 
energy,” and up to 25,000,000 kilowatt-hours per month of secondary energy. The 
secondary energy will be offered by SPA to Arkansas Power as available in excess 
of SPA’s prior commitment to the Texas Power & Light Co., and SPA’s uses on 
its own system. 

The rates for the firm power are 6.0 mills per kilowatt-hour for the first 
22,000,000 kilowatt-hours per month and 3.0 mills per kilowatt-hour for the re- 
maining 8,000,000 kilowatt-hours per month sold to Arkansas Power.* These 
rates are increased 5 percent at the end of each 10 years of the 30-year con- 
tract term. The rate for the secondary energy is 1.25 mills per kilowatt-hour 


The rates and charges for the sale by Arkansas Power to Reynolds are not here under 
consideration since such rates and charges are not subject to the jurisdiction of the 
Commission. 

? Deliveries may vary from 22,500,000 kilowatt-hours to 37,500,000 kilowatt-hours per 
month when agreeable to SPA, but will be billed for on the basis of 30,000,000 kilowatt 
hours per month, and they must average 30,000,000 kilowatt-hours per month over the 
life of the agreement. ‘The total energy taken by Arkansas Power in excess of 30,000,000 
kilowatt-hours per month or its deficiency in take below 30,000,000 kilowatt-hours per 
month (stored energy), shall not exceed a cumulative total of 60,000,000 kilowatt-hours 
at any time. If, however, any water is spilled over the Federal dams used to supply this 
load, the amount of energy represented therein will be first charged to Arkansas Power. 
>The average price is 5.2 mills per kilowatt-hour. 
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and increases to 1.50 mills per kilowatt-hour at the end of five years, to 1.75 


mills per kilowatt-hour at the end of 15 years, and to 2.00 mills per kilowatt- 
hour at the end of 20 years. Should Reynolds take less than 360,000,000 kilo 
watt-hours in any year, Arkansas Power will pay an additional charge of one 
mill per kilowatt-hour on a number of kilowatt-hours equal to the number 
of kilowatt-hours that the purchases by Reynolds are less than 360,000,000 
kilowatt-hours, up to a maximum payment of $180,000 per year. The agree- 
ment makes no provision for the review and revision of these rates at any time. 

Under article II of the agreement, Arkansas Power will sell 110,000 kilowatts 
of high load factor power to Reynolds at specified rates, which as was already 
noted, are not subject to the Commission’s jurisdiction. 

The agreement is for 30 years from the commencement of service, with Rey- 
nolds permitted to cancel after 15 years on one year’s notice. SPA and Arkansas 
Power have no cancellation privileges, except that, if Reynolds so cancels or 
the agreement is terminated by default, service to Arkansas Power will terminate 
as soon as that company can procure an additional 40,000 kilowatts of capacity, 
but not sooner than two years nor later than five. 

The supplemental agreement of April 17, 1952, provides that the firm power 
rate to Arkansas Power will be reviewed and redetermined by the three parties 
to the original agreement effective as of the commencement of each five years 
of the 30-year contract term. Any resulting increase in such rates agreed to 
by the contracting parties shall not exceed 7.5 percent of the initial rate during 
the sixth through the tenth year, 15.0 percent during the eleventh through the 
twentieth year, or 22.5 percent during the twenty-first through the thirtieth 
year. 

Where approval of a regulatory body is required, “‘to effectuate any modi- 
fication of rates involved in such compensation so agreed upon, such approval 
shall be secured by the party upon whom rests such responsibility under ap- 
plicable laws.” 

The supplemental agreement also provides that when the contracting parties 
are making the review and redetermination, “there shall be allocated to power, 
for purposes of the Flood Control Act of 1944, the incremental cost directly 
resulting from installation of power facilities at the multi-purpose dams con- 
structed pursuant to said act.” 

Under the supplemental agreement, Arkansas Power will pass on to Reynolds 
one-half of the first 15 percent of any increase or decrease in the rate charged 
by the Government to Arkansas Power, and two-thirds of any additional in- 
creases or decreases so made. The supplemental agreement makes no change in 
the rates or provisions for secondary cnergy. 

Notice of the request for confirmation and approval of the rates and charges 
set out in the agreement of January 29, 1952. was given to the Publie Service 
Commission of Arkansas, Arkansas Power, and Reynolds and to interested State 
officials and was published in the Federal Register on February 14, 1952 (17 
I’. R. 1443-1444), and no protest or request for hearing has been received. 

The Commission, having considered the proposed rates and charges con- 
tained in the agreement of January 29, 1952, as later modified on April 17, 
1952, and having considered the agreement as extended and amended, the data 
submitted in support thereof, and the oral representations made in connection 
therewith, finds: 

(1) The information and data which are available are insufficient to enable 
a determination to be made that the schedules of rates and charges embodied 
in the agreement as amended, to be effective for the full term thereof, conform 
to the standards set forth in section 5 of the Flood Control Act of 1944; 
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(2) The information and data which are available show that the schedule of 
rates and charges embodied in the agreement as amended, which is proposed to 
be effective for the first five-year period after commencement of service, but 
beginning not later than January 1, 1954, in any event, conforms to the stand- 
ards set forth in section 5 of the Flood Control Act of 1944. 

The Commission orders: 

The schedule of rates and charges embodied in the aforesaid agreement as 
umended, which is proposed to be effective for the first five-year period after 
commencement of service, but beginning not later than January 1, 1954, in any 
event, hereby is confirmed and approved, but nothing herein contained shall be 
deemed to confirm or approve any rate or charge to be effective thereafter, or 
anything else contained in said agreement, as amended, or submitted in support 
thereof. 


ldopted: ipril 23, 1952, Issued: tpril 23, 1952. 


Order authorizing issuance of short-term promissory notes 
El Paso Electric Co 
Docket No. K-6422 


El Paso Electric Co. (applicant), a corporation organized under the laws 
of the State of Texas, doing business in thut State and in New Mexico, and 
having its principal business office at El Paso, Texas, filed an application on 
March $1, 1952, and amendment thereto April 11, 1952, for an order pursuant 
to section 204 of the Federal Power Act authorizing the issuance of $2,500,000 


aggregate amount of short-term promissory notes. 





Applicant has outstanding an egate of $1,500,000 of notes which mature 





April 30, 1952 of which $800,000 were issued pursuant to section 204 (e) of the 
act and $700,000 pursuant to section 204 (a) of the act by order entered 

ictober 15, 1951, Docket No. E-6377, 10 F. VP. C. 1449 

Applicant proposes to issue up to but not exceeding $2,500,000 of unsecured 
promissory notes outstanding at any one time, for periods not exceeding twelve 
months from the date of issuance thereof but in any event with maturity dates 
not later than December 31, 1953 in renewal of its presently outstanding 
notes and not in excess of 51,000,000 of original issue notes. All of said notes 
Will bear interest at a rate per annum not in excess of one quarter of one per cent 
over the prime rate in effect at the time of the borrowing or renewal of the 
loans as the case may be. 

The proceeds to applicant from the proposed notes will be used together with 
proceeds from the notes already issued to reimburse its treasury, in part, for 
construction expenditures heretofore made, and to provide a portion of the 
funds required in the interim to finance applicant’s construction program for 
1952. 

Applicant states that it plans to refund the promissory notes with permanent 
financing, prior to the maturity date of the notes. 

No underwriter’s or finder’s fees will be incurred or paid in connection with 
the proposed issue of notes. 

Written notice of the application has been given to the Railroad Commission 
of Texas, the Public Service Commission of New Mexico and to the Governor 
of each of those States. Notice of the application also was published in the 
Federal Register on April 8, 1952 (17 F. R. 3069), stating that any person 
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desiring to be heard or to make protest with reference to the application should 
file a petition or protest on or before April 18, 1952. No protest or petition or 
request to be heard in opposition to the granting of such application has been 
received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission's order entered March 16, 
1948, in In the Matter of El Paso Electric Company, Docket No. E-6122, 7 F. P. C. 
$71. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance 
of securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the Act. 

(4) The proposed issuance of short-term notes described above will be in 
excess of 5 percent of the par value of other securities of the applicant and 
therefore will not be exempt by section 204 (e) from the requirements of section 
204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate amount of 
$2,500,000, upon the terms and conditions and for the purposes specified in the 
application, hereby is authorized subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

Adopted: April 23, 1952. Issued: April 23, 1952. 





Authorization pursuant to section 305 (b) of the Federal Power Act 
Edward O. Boshell 
Docket No. ID-1107 


On November 30, 1948, Edward O. Boshell, 15 Broad Street, New York 5, N. ¥., 
by order of this Commission was authorized to hold the following positions: 
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Director and chairman of the executive and finance committee, Duquesne Light 
Co. and Director, Louisville Gas and Eleetrie Co. (Ky) 

From information filed by Lon e ¢ and Eleetrie Co, (Ky.) it appears 
that since May 9, 1950, app int ne nger hol position of director of said 
company. 

On February 1, 152, applicant fled a sup mental application pursuant to 
section 305 (b) of the Federal Power Act, for authority to hold the following 
positions: Director and chairman of the executive committee, Duquesne Light 
Co. and Director, Westinghouse Electric Corp 

The Commission having considered said supplemental application, upon the 
information therein contained, and other informatic in relation thereto fur 
nished by the applicant, finds: 

Applicant has made due showing in the form and manner prescribed by this 
Commission that neither public nor private interests will be adversely affected 
by his holding the following positions pending further order of the Commission 
in regard thereto: Director and chairman of the executive committee, Duquesne 
Light Co. and Director, Westinghouse Electric Corp 

We recognize the historical fact that Duquesne has for many years made large 
purchases from Westinghouse, for manifestly sound business reasons and without 
Mr. Boshell or any other member of Duquesne’s board being a member of the 
hoard of Westinghouse. There is no reason to suppose that this policy will be 
departed from, so long as good business judgment dictates its continuance, 
whether or not the applicant here is given the authority sought and granted 
hy this order. 

As a practical matter, furthermore, Mr. Boshell is now director and chairman 
of the executive and finance committee of Duquesne by virtue of his relationship 
to Standard Gas and Electric, a holding company solely within the jurisdiction 
of the Securities and Exchange Commission and presently in the process of dis- 
solution under the aegis of that Commission. As such he is admittedly in a 
position to dominate the Duquesne board, either directly or through nominations, 
and will continue in that position, regardless of our action herein, at least until 
the process of dissolution under Securities and Exchange Commission super- 
vision has been concluded. In the case of Westinghouse, however, he will be but 
one of fourteen directors of recognized independence, substance, and standing in 
the financial and industrial community 

It is for these reasons that we fail to find any scintilla of reason for supposing 
that either public or private interests will be affected in any way—either ad- 
versely or otherwise—by granting him the authority here sought. Should any 
such possibility develop, however, the retention by the Commission of continuing 
control through the condition inserted in the order would afford a basis for ample 
protection to the public interest through withdrawal of the authorization herein 
yranted. 

The Commission has reviewed facts developed in the record of the Aldred 
case. In that instance, Aldred was the moving spirit in the formation and the 
dominating influence in the management of the so-called “Baltimore System”, 
consisting of Consolidated Gas Electric Light and Power Co. of Baltimore, 
Pennsylvania Water and Power Co., and Safe Harbor Water Power Corp. He 
also held the controlling interest in the firm of Aldred & Co., an investment 
banking partnership which for some twenty years had served as fiscal agent for 
those companies. This association had resulted in alliances and transactions 
closely bordering upon a violation of fiduciary relationships. We see no parallel 


1 John Edward Aldred, et al., 2 F. P. C. 247 (1940). 
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or analogy between the circumstances of the instant case and that demonstrated 
violation of proper standards of business ethics. 

The Commission orders: 

(A) Until further order of the Commission, said applicant is hereby author- 
ized to hold the positions described in the above finding, subject to the provisions 
of part 45 of the codification and reissuance of the Commission's rules effective 
January 1, 1948, and to the specific reservation of the right of the Commission 
to require said applicant to make further showing that neither public nor private 
interests will be adversely affected by his holding said positions. 

(B) All orders heretofore made authorizing applicant to hold positions pur- 
suant to section 305 (b) of the Federal Power Act are hereby superseded. 

Chairman Buchanan, dissenting. 

Adopted: April 25, 1952. Issued: April 29, 1952. 


BucHANAN, Chairman, dissenting: 

This applicant, now director and chairman of the executive and finance 
committee of Duquesne Light Co., seeks authorization to hold an interlocking 
directorship in Westinghouse Electric Corp., which is the largest supplier of 
electrical equipment to Duquesne Light Co. (for the year 1950 Duquesne pur- 
chases from Westinghouse totaled over $4,260,000). The sole record before us 
is the application and the oral unreported statement made by the applicant to 
the Commission, neither of which reveals any evidence to meet the showing 
required by section 305 (b) of the Federal Power Act, to-wit: “that neither 
publie nor private interests will be adversely affected thereby.” On the contrary, 
the fact that the companies have in the past and propose to continue in the 
future to have large financial dealings with each other as buyer and seller places 
the applicant in the position where he must act on both sides of such transactions, 
with possible adverse effects on Duquesne’s rates and Westinghouse’s competitors. 

The Commission in the Aldred case (1940) ,> in which it had twenty applicants 
before it seeking to continue to hold interlocking positions, took occasion to set 
out in its opinion the principles and standards which it would use to guide it in 
considering all applications in the future. In so doing it stated that among the 
practices sought to be eliminated by section 305 (b) was “The lack of arm’s- 
length dealings between public utilities and organizations furnishing financial 
services or electrical equipment * * *,” 

I believe that principle should be applied here. I do not believe that it is 
a question of the independence, substance or standing of the applicant in the 
financial and industrial world that is a test in these cases. Nor do I believe 
that anything personally derogatory is to be inferred from any withholding of 
such approval in and of itself. It is the system of interlocking directorates 
between public utilities and electrical equipment manufacturers which pro- 
vides the test before us and against which Congress has inveighed. The pre- 


sumption of 305 (b) is that such a situation is wrong and the act places the 
burden on the applicant, of showing that there will not be an adverse effect 
and does not place a burden on the Commission of showing that there will be. 
The burden placed on the applicant is a heavy one. The purpose of the require- 
ment was to avoid for the future the kinds of situations from which objection- 
able practices had frequently arisen in the past. 


On the basis of the record before us it is impossible for me to make the finding 
that neither public nor private interests will be adversely affected by the holding 


1In the Matter of John E. Aldred, et al., ID-178, et al., 1940, 2 F. P. C. 247. 
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of these positions, a finding which Congress requires us to make before such posi- 
tions are authorized. For these reasons I dissent from the action taken. 
Date of Issuance: April 29, 1952 








Order allowing revised exhibits to service agreements to take effect 






Michigan-Wisconsin Pipe Line Co. 













On March 28, 1952, Michigan-Wisconsin Vipe Line Co. filed revised exhibits 
A to its presently effective service agreements with four of its customers ; namely, 
Keokuk Gas Service Co., Michigan Consolidated Gas Co., Milwaukee Gas Light 
Co., and Wisconsin Natural Gas (Co. It was requested that these revised 
exhibits A be permitted to become effective as of March 21, 1952. 

The Commission orders: 

(A) The aforesaid revised exhibits A to the presently effective service agree- 
ments between Michigan-Wisconsin Pipe Line Co. and Keokuk Gas Service 
Co., Michigan Consolidated Gas Co., Milwaukee Gas Light Co. and Wisconsin 
Natural Gas Co., respectively, be and they are hereby allowed to take effect 
as of March 28, 1952. 


(B) The aforesaid revised exhibits A to the service agreements shall be 






deemed to have been filed and published in compliance with the Natural Gas 
Act. 
(C) Nothing contained in this order shall be construed as a waiver of the 







requirements of section 7 of the Natural Gas Act, as amended; nor shall it 
be construed as constituting approval by this Commission of any service, rate, 
charge, classification, or any rule, regulation, contract or practice affecting 
such service or rate, nor shall this order be deemed as recognition of any 











claimed contractual right or obligation affecting or relating to such service or rate. 
(D) This order is without prejudice to any findings or orders which have or 
may hereafter be made by this Commission in any proceeding now pending, or 
hereafter instituted, by or against the applicant. 
Adopted: April 25,1952. Issued: April 29, 1932. 








Order supplementing order confirming and approving rates for sale of electric 


power and energy 


Department of the Interior, Southwestern Power Administration 











Docket 





No. E-6407 





On April 25, 1952, the Secretary of the Interior filed a supplemental agreement, 
dated the same day, further amending the schedules of rates and charges con- 
tained in the 30-year agreement, as amended, between the United States of 
America, Arkansas Power & Light Co. (Arkansas Power) and Reynolds Metals 
Company (Reynolds), which was referred to in the order issued April 23, 1952, 
in the above-entitled proceeding. 

By that order the Commission did not, as requested by the Secretary of the 
Interior, approve and confirm the schedules of rates and charges embodied in 
the agreement of January 29, 1952, as amended, which were proposed to be 
effective for the full term of the agreement. The Commission only confirmed 
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and approved the schedule of rates and charges embodied in the agreement of 
January 29, 1952, as amended, which was proposed to be effective for the first 
5-year period after commencement of service, and did so subject to the limitations 
expressed in the order. 

In view of the modifications of the schedules of rates and charges embodied 


in the agreement of January 29, 1952, as amended, by the proposed supplemental 





agreement of April 25, 1952, the Secretary of the Interior now requests that the 
Commission confirm and approve the schedules of rates embodied in the agree 
ment of January 29, 1952, as amended and supplemented to be effective for the 
full term thereof, subject to the provisions of the supplemental agreement for 
redetermination of rates by the Secretary for the second and each succeeding 
>-year period and confirmation and approval by this Commission 

The supplemental agreement of April 25, 1952 provides that the firm power 
rate for the sale of power and energy by the Government to Arkansas Power will 
be reviewed and redetermined by the Secretary of the Interior “effective as of 
the commencement of the second and each succeeding 5-year period of service” 
thereunder. Any increase in such rates resulting from such redetermination 
by the Secretary of the Interior shall not exceed 10 percent of the initial rate 
during the 6th through the 10th year of service under the agreement, 15 percent 
during the 11th through the 15th year, 17.5 percent during the 16th through 
the 20th year, 20 percent during the 21st through the 25th year, or 22.5 percent 
during the 26th through the 30th year. It is further provided that no rate so 
redetermined by the Secretary of the Interior “shall be higher than would be 
required to meet the standards of section 5 of the Flood Control Act of 1944 if 
equally applied to all customers of Southwestern Power Administration that are 
similarly situated.” 

The supplemental agreement also provides that “a redetermination of the base 
rate by the Secretary for the second and each succeeding five-year period of 
service * * * shall initially be submitted to the Federal Power Commission for 
confirmation and approval within 180 days prior to the commencement of each 
such 5-year period and after such initial submittal any further redetermination 
necessary to secure such confirmation and approval for the period shall be sub- 
mitted by the Secretary. Until a redetermination is approved by the Federal 
Power Commission, charges and payments shall be made on the same basis as 
during the 5-year period preceding the period for which the rate is to be rede 
termined, subject, however, to retroactive readjustment to effectuate such rate 
as shall ultimately be proposed by the Secretary of the Interior and approved by 
the Federal Power Commission within the limitations set forth above applicable 
to the particular 5-year period.” 

The Commission, having considered the proposed rates and charges contained 
in the agreement of January 29, 1952, as amended and as later supplemented on 
April 25, 1952, and having considered the agreement as extended, amended, and 
supplemented, the data submitted in support thereof, and the oral representa 
tions made in connection therewith, finds: 

The schedules of rates and charges embodied in the agreement, as amended, 
and further modified on April 25, 1952, conform to the standards as set forth 
in section 5 of the Flood Control Act of 1944. 

The Commission orders: 

The schedules of rates and charges embodied in the aforesaid agreement, as 
amended, and further suppleinented on April 25, 1952, hereby are confirmed and 
upproved subject to such further confirmation and approval as provided for in 
the supplemental agreement of April 25, 1952. 


Adopted: April 28, 1952. Issued: April 28, 1952. 

















































































The Missouri Power & Light organized and 
existing under the laws of the State of Missouri, having its principal business 
office in Jefferson City, M filed 1 ipplication on March 27, 1952, and supple 
mented on April 9, 1952, for an order pursuant to section 203 of the Federal 
Power Act authorizing appli it » merge or consolidate certain facilities of 
Western Light & Telephone Co. (Western vi the facilities of the applicant, 
or in the alternative, to dismiss the applicatir or want of jurisdiction 

The facilities proposed to be merged serve eleven communities in Cole, Maries, 
Miller, and Osage Counties, contiguous to the service area of applicant, in the 
State of Missouri. Western is now purchasing its entire electric power require 


ments for this system from applicant, the energy being delivered by applicant 
to Western at a substation at Mary’s Home in Miller County, Mo 

Upon acquisition of the facilities, applicant proposes to continue presently 
effective rates of Western until such time as it can bring these rates into line with 
applicant’s standard rates which applicant anticipates will result in no substantial 
change in the rate level 

Applicant, engaged in selling electric energy in the State of Missouri, maintains 


five interconnections with Union Electric Co. of Missouri through which it re 


ceives electric energy generated outside the State of Missow This out-of-state 
energy is transmitted and sold at wholesale for ultimate co! sumption in the 
State of Missouri 

By agreement with Western, dated October 23, 1951, applicant proposes to 


acquire the facilities for a base price of $200,000 to be adjusted for net additions 
after the contract date and for inventories on the closing date. The estimated 


final consideration is approximately $212,000 

The original cost of these facilities has not been determined by any commission 
or court but applicant states in its supplemented application that it proposes to 
cooperate with the Federal Power Commission and the Missouri Public Service 
Commission in an original cost study. Applicant further proposes that pending 
such a study and determination it will record in account No. 100.5, Electri 
plant acquisition adjustments, as a credit balance, the difference between (a) 
the purchase price paid by applicant to Western for the facilities, and (b) the 
actual original cost to Western Light & Power Corp. of Missouri (predecessor 
in ownership of the properties) as distinguished from the book values shown in 
the books of Western Light & Power Corp. of Missouri arising out of the reor 
ganization in bankn 


itey of Western, in 1935, p viditions and minus retire 





ments at original cost, less the amount or amounts which on the actual original 
cost basis as so ascertained and determined should have been credited to deprecia 
tion reserves by Western Light & Power Corp. of Missouri, and its successors, 
with respect to such property. 

Applicant states that it is willing to dispose of y excess of purchase price 
over net original cost resulting in a debit balance in account No. 100.5, as may 
be directed. If it should be determined that the original cost is in excess of the 
present acquisition cost to the applicant, resulting in a credit balance in account 
No. 100.5, then applicant is willing that such difference be carried as a credit to 


depreciation reserves of the applican 
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The application for merger or consolidation of facilities was approved and 
authorized by the Missouri Public Service Commission on February 18, 1952. 

Written notice of the application has been duly given to the Missouri Public 
Service Commission and to the Governor of the State of Missouri. Notice was 
also published in the Federal Register on April 8, 1952 (17 F. R. 5069) stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before April 18, 1952. No 
petition or protest or request to be heard in opposition to the granting of such 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation organized and existing under the laws of the 
State of Missouri, owns and operates facilities, among others, for the transmis 
sion and sale at wholesale of electric energy generated in the States of lowa and 
Illinois and consumed at points outside those States in which it is generated, all 
of which facilities are in addition to and do not include facilities used for the 
generation of electric energy, facilities used in local distribution, or only for 
the transmission of electric energy in intrastate commerce or facilities for the 
transmission of electric energy Consumed wholly by the transmittor. Applicant 
is therefore a “public utility” within the meaning of that term as it is used in 
the Federal Power Act, more particularly as used in section 208 of the act. 

(2) By the proposed merger, the applicant will merge or consolidate its ta- 
cilities subject to the jurisdiction of the Commission with the facilities of an- 
other person within the meaning and subject to the requirements of section 203 
of the Federal Power Act. 

(3) The proposed merger will result in economies and improvements in sery 
ice and will be consistent with the public interest. 

The Commission orders: 

(A) The proposed merger or consolidation by the applicant of the facilities 
referred to above is hereby authorized and approved upon the terms and condi- 
tions set forth in the application, subject to the provisions of this order. 

(B) Within six months from the date of consummation of the merger herein 
authorized, the applicant shall complete and file a determination of the 
original cost of the facilities acquired from Western as required by the Commis 
sion’s uniform system of accounts. With respect to any excess over original 
cost found properly classified in account 100.5, Electric plant acquisition ad 
justments, the applicant shall charge such amount to account 271, Earned sur- 
plus. In the event there should be a credit balance in account 100.5, applicant 
shall transfer this amount to account 250,, Reserve for depreciation. 

(C) This authorization shall expire unless the proposed transaction is con- 
summated within 90 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) The request for dismissal of the application for want of jurisdiction is 
hereby denied. 


Adopted: April 29, 1952. Issued: April 29, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Central Illinois Public Service Co. 
Docket No. G—1836 


On November 13, 1951, Central Illinois Public Service Co. (applicant) filed 
an application, as supplemented on February 4 and March 19, 1952, respectively, 
pursuant to section 7 of the Natural Gas Act, for (1) a certificate of public 
convenience and necessity, authorizing the construction and operation of ap- 
proximately 12.7 miles of 6-inch natural gas transmission pipe line and (2) 
an order directing Panhandle Eastern Pipe Line Co. (Panhandle) to establish 
an additional physical connection of its transportation facilities with those 
of applicant, and to sell natural gas to it at a point of connection near Chris- 
man, Il. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 24, 1952, respecting the matters involved, and the issues presented by the 
application, and supplements thereto. No protests to the application have been 
received. Since the filing of the application, Panhandle has executed a new 
service agreement with applicant dated December 21, 1951, effective February 
20, 1952, which, among other things, provides for delivery of natural gas at 
a point of connection near Chrisman, Ill., and has by letter dated January 2, 
1952, advised the Commission that it has no objection to the rendition of 
service at the new point of connection. Applicant by letter filed April 21, 1952, 
requested dismissal of that portion of the application relating to and requesting 
an order directing Panhandle to establish a connection with its facilities and 
to Sell gas to it at Chrisman, Illinois. 

Applicant proposes by means of the described facilities to provide more ade- 
quately for the requirements of its Paris-Matoon-Effingham system. 

The present capacity of applicant’s lateral is approximately 7,490 M. ec. f. 
per day, based on a delivery pressure of 350 pounds per square inch at the 
Tuscola delivery point. This volume is sufficient to supply applicant’s 1951-52 
estimated peak requirements of 7,144 M. ¢. f., but not the 1952-53 estimated 
peak-day of 11,108 M. ¢. f. The proposed facilities will provide an additional 
4,158 M. c. f. per day to applicant's system. However, applicant’s new service 
agreement with Panhandle provides that after July 1, 1952, the delivery pressure 
at Tuscola shall be 250 pounds per square inch, and thus only 4,320 M. ¢. f. will 
be available through that lateral rather than 7,490 M. c¢. f., the present capacity 
of the lateral. 

Although the proposed operation of existing and proposed facilities will not 
provide sufficient capacity to meet the estimated 1952-53 peak-day requirements 
of the Paris-Matoon-Effingham system, it does represent an improvement over 
present capacity. In addition, the proposed facilities will provide applicant 
with a second delivery point to this system, which is desirable from the stand- 
point of continuity of service in the event of a pipe-line outage. 

The estimated capital cost of the proposed facilities is $114,585, which will be 
defrayed either from (1) the proceeds of the sale of 50,000 shares of preferred 
stock, and $5,000,000 in bonds sold or to be sold early in 1952, or (2) funds 
available from applicant's business operations. 

The Commission finds: 

(1) Applicant, an Illinois corporation, having its principal place ot business 
in Springfield, Ill., owns and operates among other facilities, a natural-gas 
transmission pipe-line system in the State of Illinois, extending from a point 
on the Illinois-Indiana State line in a generally westerly direction to Effingham, 













































964 FEDERAL POWER COMMISSION 


Ill., connecting its various distribution systems in Paris, Kansas, Ashmore, 
Charleston, Matoon, Neoga, Sigel, and Effingham, for the transportation of 
natural gas produced in other states into the State of Illinois: and by such 
operations applicant is engaged in the transportation of natural gas in inter 
state commerce subject to the jurisdiction of the Commission and is therefore a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of September 7, 1945, in docket Nos. G-394, 
and G—630, 4 F. P. C. 1043. 

(2) The facilities hereinbefore described are proposed to be used in the trans 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipe-line system, and 
the construction and operation thereof by applicant are subject to the require 
ments of subsections (¢) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.82 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) The new delivery point at Chrisman, Ill., provided applicant under the 
new service agreement with Panhandle, being within the purview of section 
2.55 (c) of the Commission's general rules and regulations, authorization is 
not required for the metering and regulating facilities necessary to the rendering 
of the service proposed at said point of delivery by Panhandle. 

The Commission orders: 

(A) certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities herein 
before described, all as more fully described in the application, as amended, in 
these proceedings, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) Applicant shall report to the Commission in writing, and under oath, 
the date of the completion of the construction of the facilities hereinbefore de 
scribed, together with the date of commencement of operations. 

(() This certificate is not transferable, and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 

(D) Applicant and Panhandle having executed a new service agreement dated 
December 21, 1951, effective February 20, 1952, and applicant having requested 
by letter to the Commission dated April 21, 1952, dismissal at that portion of 
its application requesting an order directing Panhandle to establish physical 
connection of its transportation facilities with applicant, and to sell natural 
gas to it at a new point of connection near Chrisman, IIL, that portion of the 
application be and the same is hereby dismissed. 


Adopted: April 29, 1952 Issued: April 30, 1952. 
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Findings and order issuing a certificate of public convenience and necessity 
Cities Service Gas Co 
Docket No. G-1874 


On January 14, 1952, Cities Service Gas Co. (applicant) filed an application, 
which was supplemented on February 25, 1952, for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of approximately 15.4 miles of 20-inch natural-gas 
pipeline to replace an existing 16-inch pipeline extending easterly from ap 
plicant’s Grabham compressor station, and the addition of 340 horsepower to 
applicant’s Welch compressor station in Craig County, Okla., and 1,020 horse- 
power to applicant’s Pierce City compressor station in Lawrence County, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 23, 1952, respecting the matters involved and the issues presented by the 
application, as supplemented. No protests to the application have been received. 

Applicant proposed the construction and operation of said facilities in order to 
increase the capacity of the Quapaw, Oklahoma-Springfield, Missouri, portion of 
its transmission system from 123,518 M. ¢. f. to 130,263 M. c. f. per day which 


represents applicant’s estimate of its 1952-53 peak day demand. The record 
shows that the actual demand upon the Quapaw-Springfield portion of applicant’s 
system was 109,755 on February 1, 1952. Applicant proposes to reclaim and 
reuse the 15.4 miles of 16-inch pipe to be replaced with 20-inch pipe. 

The estimated overall capital cost of the proposed construction is $811,800, 
consisting of $545,000 for the 20-inch pipe and $266,800 for compressor station 
additions. 

By order issued on May 16, 1951, in docket No. G-15S89, the Commission issued 
a certificate of public convenience and necessity authorizing, among other things, 
the installation of a new 1,200 horsepower compressor station on applicant’s 
Quapaw line near Welch, Okla. Applicant has advised the Commission that 
inability to obtain two 600 horsepower units for said Welch station necessitated 
the installation of six 170 horsepower units, providing a total of 1,020 horsepower 
at said station instead of 1,200 horsepower as authorized by the Commission's 
order. Applicant has requested that authorization be granted in the instant 
proceeding for the installation of 340 horsepower of compressor units in addition 
to the 1,020 horsepower now installed, limiting the total authorized compression 
at said Welch station to 1,360 horsepower. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Okla., owns and operates among other facilities, a natural-gas 
transmission pipeline system located in the States of Oklahoma, Texas, Kansas, 
Missouri, and Nebraska, and by such operations applicant is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of December 28, 1943. 
in docket No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of applicant's existing pipeline system 
and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 
(3) Applicant is able and willing properly to do the acts and to perform the 
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service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.382 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described by applicant are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, as supplemented, 
in this proceeding, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The certificate issued in paragraph (A) hereof includes authorization 
for the installation of 340 horsepower of compressor units at applicant’s Welch 
compressor station in Craig County, Okla., in addition to the total now in- 
stalled of 1,020 horsepower, so that, by virtue of the authorization herein 
granted plus the authorization granted by the Commission’s order issued on 
May 16, 1951, at docket No. G-—1589, the total authorized compressor capacity 
at such Welch compressor station be and the same is hereby limited to 1,360 
horsepower. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
completion date of the construction of the facilities herein authorized to be 
constructed, together with the date of commencement of operations. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Adopted: April 29,1952. Issued: May 1, 1952. 


Order accepting surrender of license (major) 
Hidden Falls Lumber Co., Inc, 
Project No. 1502 


Application was filed January 2, 1952, by Hidden Falls Lumber Co., Inc., 
licensee for major project No. 1502, for surrender of the license for the project. 

The project, which affected lands of the United States within the Tongass 
National Forest, on Baranof Island, First Judicial Division, Alaska, consisted 
principally of a low masonry diversion dam approximately 52 feet long, a 
tunnel and flume extending 122 feet from the dam to a penstock, and two pipe- 
lines extending from the penstock to four water wheels in the licensee’s 
sawmill and the energy generated thereby was used for sawmill purposes. 

The original license for the project, then designated as minor project No. 833, 
was issued March 16, 1928, to John R. Maurstad for a 10-year period. This 
was succeeded by a 10-year license for major project No. 1502 issued to Vincent 
Soboleff, trustee for Hidden Falls Lumber Mills, which was transferred effective 
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as of August 6, 1946, to Cliff Richmond Lumber Co., and expired March 15, 
1948. The license now in effect was issued August 16, 1949, to Cliff Richmond 
Lumber Co. for a period of 10 years beginning March 16, 1948, and was trans- 
ferred as of May 17, 1950, to Hidden Falls Lumber Co., Inc. 

Applicant states that it ceased to do business as of November 1, 1951, due 
to foreclosure of the mortgage upon the property; that there are no remain- 
ing assets; and that the mill has never been operated since its purchase by it. 

The annual charges under the license for the project have been paid through 
the year 1950 and the licensee’s copy of the instrument approving transfer 
of the license has been returned. The licensee’s copy of the license instrument 
cannot be located. 

The Forest Service has reported that the lands of the United States involved 
have been restored to a condition satisfactory to if. 

The Commission finds: 

(1) Public notice of the filing of the application has been given, and no protests 
thereon have been received. 

(2) Acceptance of surrender of the license for the project is appropriate as 
hereinafter provided. 

The Commission orders: 

Surrender of the license for major project No. 1502 is hereby accepted effective 
as of December 31, 1950. 


Adopted: April 29,1952. Issued: May 1, 1952. 


Order denying application for determination under section 24 of the Federal 
Power Act 


Land Withdrawn in Power Site Classification No. 115 
Docket No. DA-761—California—VPearl A. Hall 


An application was filed by Pearl A. Hall, of Willow Creek, Calif., for restora- 
tion to entry, requiring a determination under section 24 of the Federal Power 
Act with respect to the following-described land: Humboldt meridian, California : 
T. 7N., R. 5 E., sec. 29, WYSEYNEYSEM. Area: 5.0 acres. 

The land, which is within the Six Rivers National Forest and includes the 
bed and banks of the Trinity River at a point approximately 5 miles upstream 
from the suggested upper Horse Linto dam site, is withdrawn in power site 
classification No. 115, dated September 21, 1925. 

The land was reserved because of its potential value for storage purposes in 
connection with the development of the Horse Linto sites, currently under inves- 
tigation by the Bureau of Reclamation and the State of California Division of 
Water Resources along with other projects in the Trinity River watershed. 
Under several suggested plans for development the land would be completely 
inundated. 

On the basis of preliminary studies all investigators have judged that the 
Horse Linto dam sites are favorable for dam construction. Furthermore, it is 
apparent that the Horse Linto project will constitute an important unit in the 
development of the water resources of the Trinity River. 

Although development does not appear imminent, the power value of the land 
should be protected from additional project costs. 

Interested Federal and State officials have reported on the application. 
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The Commission finds: 

A determination that the value of the above-described land will not be in- 
jured or destroyed for the purposes of power development by location, entry, 
or selection under the public land laws is not justified. 

The Commission orders: 

The aforesaid application is hereby denied. 


idopted: April 29, 1952. Issued: May 1, 1952. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Classification No. 267, Reservoir Site 
Reserve No. 17, and Proposed Project No. 514 


Docket No. IyA-763-California—Elisworth Carpenter 


An application was field by Ellsworth Carpenter, of El Dorado, Calif., for 
restoration to mineral entry, requiring a determination under section 24 of 
the Federal Power Act with respect to the following-described lands: Mount 
Diablo meridian, California: T. 9 N., R. 11 E., see. 7, lots 3 and 4, see. 18, 
lots 1, 2, 3, and 4, Area: 318.01 acres. 

The lands lie along or near Martinez Creek and its tributary Squaw Hollow 
Creek, the former being a tributary to the North Fork of Cosumnes River. 
The lands in lots 3 and 4, sec. 7, and in lots 1, 2, and 3, see. 18, are withdrawn 
in power site classification No. 267, dated August 24, 1933, and in reservoir 
site reserve No. 17, dated June 8, 1926: and the land in lot 4, sec. 18, is listed in 
Withdrawal notification letter of August 6, 1924, as a part of certain lands 
reserved from entry, location, or other disposal under the laws of the United 
States pursuant to the filing on June 20, 1924, of an application for preliminary 
permit for proposed water-power project No. 514, which permit expired Feb- 
ruary 10, 1929, without the filing of application for license. 

The lands in lots 8 and 4, sec. 7, and in lots 1, 2, and 3, sec. 18, are also 
included in the first form reclamation withdrawal dated November 16, 1932, 
and the land in lot 4, sec. 18, is also included in first form reclamation with- 
drawal dated January 15, 1942, in connection with the proposed Nashville 
Reservoir. Both the Corps of Engineers and the Bureau of Reclamation have 
made studies of this site and each proposal for development has contemplated 
some power development. The final design of the Nashville Reservoir is sub- 
ject to further investigation. The maximum flowage line so far suggested has 
been at altitude 1087 feet and development to that height would inundate 
portions of each of the above-described subdivisions. 

No immediate construction of the reservoir is contemplated and use of the 
lands in the meantime for mining purposes will not affect materially their power 
value. 

Interested Federal and State officials have reported on the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws for mining purposes only, subject to the provisions of section 24 of 
the Federal Power Act, as amended, and subject to the stipulation that, if and 
when the lands are required wholly or in part for purposes of power develop 
ment, any structures, machinery, or improvements placed thereon which shall 
be found to interfere with such development shall be removed or relocated as 
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may be necessary to eliminate interference with power development without 
expense to the United States or its permittees or licensees 

The above-described lands will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the lands is acquired by the filing of 
the application for restoration or by this action taken by the Commission with 
respect to the lands. 


tdopted: April 29,1952. Issued: May 1, 1952. 


Order granting motion to sever, omitting intermediate decision procedure and 


amending te mporar ily prvor ce rtificate authorization 


Transcontinental Gas Pipe Line Corp., Atlantic Seaboard Corp., The 
Manufacturers Light & Heat Co., and United Fuel Gas Co 


Docket Nos. G—-1277, G—-1650, G-1713, G—1621, G—-1747, G—-1633, G—1800 

By order issued April 28, 1950, and accompanying opinion 9 F. P. C. 32, the 
Commission issued to Transcontinental Gas Pipe Line Corp. (Transcontinental) 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act for the construction and operation of certain facilities, condi- 
tioned to authorize Transcontinental to sell natural gas in specific quantities 


per day to haumed companies and communities, including the following: 


Customer V.c. f. Per Day 
Consolidated Edison Co. of New York ; 128, 000 
The Brooklyn Union Gas Co 70, 000 
Public Service Electric and Gas Co 70, 000 
Philadelphia Electric Co 37, 000 
Long Island Lighting System 35, 000 


By order issued November 8, 1950, accompanying opinion 9 F. P. C. 271, the 
Commission, among other things, authorized Transcontinental to construct and 
operate certain facilities upon condition that Transcontinental shali deliver and 
sell to Northeastern Gas Transmission Co. not in excess of 64,000 M. c¢. f. of 
natural gas per day. 

By order issued December 7, 1951, as amended by order issued February 27, 
1952, the Commission, among other things, reopened the proceeding in docket 


No. G—-1277 for the purpose of determining : 


Whether the order of November 8, 1950, accompanying opinion 9 F. P. C 
271, issuing 2 certificate of public convenience and necessity to Transcon 
tinental should be modified so as to: 

(A) Revoke the authority granted to Transcontinental “to construct and 
operate the facilities required for natural-gas service to New England ap 
plied for in that portion of docket No. G-1277 not covered by our opinion 
9 FL PL. C. 32, issued April 28, 1950"; and revoke the term and condition 
thereof that Transcontinental shall deliver and sell to Northeastern not 
in excess of 64,000 M. c. f. of natural gas per day. 

(B) Authorize and require Transcontinental to sell and deliver the said 
64,000 M. c. f. of natural gas per day, on a permanent basis, (1) to present 
customers of Transcontinental as specified in its “Petition for amendment 


of orders issuing certificates of public convenience and necessity,” filed 
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February 19, 1952, hereinbefore mentioned, or (2) to such companies or 
municipalities, or both, as the publie convenience and necessity may require. 
Pursuant to the aforementioned order issued February 27, 1952, a public 
hearing commenced on March 24, 1952, before a duly designated presiding ex- 
aminer and continued to April 7, 1952, when the hearing was recessed to re- 
convene on April 28, 1952. 

Pending final decision by the Commission of the issues set forth in the excerpt 
quoted above, Transcontinental by petition filed on March $1, 1952, proposed 
that it be immediately authorized for the interim period to sell and deliver under 
Transcontinental’s CD-2 rate schedule additional quantities of gas to the follow- 
ing in the amounts stated: 

Additional 
Customer V.c. f. Per Day 
Consolidated Edison Co. of New York ' 19, 000 
The Brooklyn Union Gas Co ere _ 16, 000 


Public Service Electric and Gas Co . 3 =a 8, 500 
Philadelphia Electric Co . . ‘ __ 10, 000 
Long Island Lighting System : 1, 500 

Total —-- oe . _— ai aciy Oey ee 


Transcontinental alleged that it was “confronted with a crucial economic set 
of problems and unless the Commission extends immediate relief’ by granting 
the authorization requested ‘Transcontinental will suffer a very heavy loss of 
revenue with serious impact not only on Transcontinental itself but on all of 
its customers.” 

$y order issued April 14, 1952, the Commission consolidated the proceeding 
in relation to Transcontinental’s petition filed March 31, 1952, for purpose of 
hearing with the theretofore consolidated proceedings in the dockets set forth 
in the heading hereof, and directed that a public hearing be held concerning these 
consolidated matters commencing April 28, 1952. 

On April 28 and 29, 1952, in the hearing on the above-docketed matters, testi- 
mony was adduced in relation to Transcontinental’s petition filed March 31, 1952. 

The record discloses that the Brooklyn Union Gas Co. could utilize only a 
minor portion, if any, of the volume proposed to be delivered by Transcontinental 
prior to September 1952. 

During the hearings on April 29, 1952, Transcontinental presented orally a 
motion requesting (1) an order severing the proceeding in relation to Trans- 
continental’s petition to amend temporarily the Commission’s order dated April 
28, 1950 in docket No. G—1277 from the other proceedings in docket Nos. G-1277, 
G-1650, G-1713, and G-1621, G—1747, G—1633, and G-—1800; (2) that the inter- 
mediate decision procedure be waived and omitted with respect to its petition to 
temporarily amend the Commission's order of April 28, 1950; and (38) that des- 
ignated portions of the record be submitted to the Commission. 

Such designated portions of the transcript of the testimony, including the 
motion for severance and omission of the intermediate decision procedure, have 
been certified by the presiding examiner to the Commission. 

The Commission has been advised by letter dated April 30, 1952, that Trans- 
continental can make sales and deliveries of gas on a temporary basis for storage, 
and that exploration of this possibility is continuing. There appears to be some 
basis for expectation that arrangements therefor may be consummated before 
May 15, 1952. 
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Upon consideration of all of the foregoing, including particularly the portions 
of the record which have been certified, the Commission, on its own motion, finds: 

(1) It is appropriate to carry out the provisions of the Natural Gas Act and 
good cause exists to sever the proceeding in relation to Transcontinental’s peti- 
tion to amend temporarily the Commission’s order dated April 28, 1950, from 
the other consolidated proceedings listed in the heading hereof. 

(2) Due and timely execution of the Commission’s functions under the Nat- 
ural Gas Act imperatively and unavoidably requires that the intermediate deci- 
sion procedure be omitted and a final decision be rendered forthwith by the Com- 
mission with respect to the determination of the issues presented by Trans- 
continental’s petition of March 31, 1952. 

(3) Because of the time factor in relation to the filing of revised service 
agreements and because of the substantive character of Transcontinental’s 
CD-2 rate schedule contemplating the sale of firm gas for a period of 20 years, 
Transcontinental’s proposal in its petition filed March 31, 1952, that it be au- 
thorized to make the requested sales for the interim period under its CD-2 
rate schedule, is appropriate. 

(4) It is required by the public convenience and necessity and is appropriate 
to carry out the provisions of the Natural Gas Act that the authorization hereto- 
fore issued to Transcontinental in docket No. G—1277 be amended as hereinafter 
ordered. 

The Commission orders: 

(A) The proceeding in relation to Transcontinental’s petition to amend tem- 
porarily the Commission’s order dated April 28, 1950, issued in docket No. 
G-1277, be and the same is hereby severed from the other consvlidated proceed- 
ings listed in the heading hereof. 

(B) The intermediate decision procedure with respect to the proceeding in 
relation to Transcontinental’s petition of March 31, 1952 to amend temporarily 
the Commission’s order dated April 28, 1950, in docket No. G-1277 be and the 
same is hereby omitted in accordance with the provisions of section 1.30 (c) 
(2) of the Commission's rules of practice and procedure with respect to the 
determination and disposition of the issues raised by said petition. 

(C) The authorization heretofore issued to Transcontinental in docket No. 
G-1277 be and it hereby is amended so as to permit Transcontinental, upon 
the terms and conditions of this order, to make the following deliveries and 
sales of natural gas, in addition to those authorized by the Commission’s order 
issued April 28, 1950, for a period up to and including May 15, 1952, or such 
earlier date as the Commission may hereafter specify by order: 


M. c. f. 

Customer Per Day 
Consolidated Edison Co. of New York : 19, 000 
Public Service Electric and Gas Co_- : , 8, 500 
Philadelphia Electric Co _ 10, 000 
Long Island Lighting System . 1,500 
Total__ j 39, 000 


(D) As a condition of the authorization herein granted, Transcontinental 
shall forthwith file a rate schedule covering the sales of natural gas authorized 
in paragraph (C) hereof at a straight rate of 28 cents per M. ec. f., delivered, 
which is the approximate equivalent of Transcontinental’s CD-2 rate at 100 
percent load factor: Provided, however, That the rules, regulations, practices, 
and classifications contained in such rate schedule shall be satisfactory to the 
Commission. 
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(EB) This order is without prejudice to any further findings or orders which 
may be made by the Commission in this or any other proceeding now pending 
or which may hereafter be initiated. 

Adopted: May 1,1952. Issued: May 1, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Temporary Power Site Reserve No. 78 
Docket No. DA-322-Colorado—Oliver I. Taylor 


An application was filed by Oliver I. Taylor of Boulder, Colo., for a determina- 
tion under section 24 of the Federal Power Act with respect to the following 
described lands: 6th P. M., Colorado: T. 1 8S., R. 71 W., Tracts 56, 57, and 58= 
118.3 acres. 

The subject lands lie along South Boulder Creek and were included as parts 
of temporary power site reserve No. 78, created December 4, 1909, and made 
permanent by Executive order of July 10, 1910. Pursuant to the filing of an 
application for license for project No. 2035 on August 21, 1950, by the city and 
eounty of Denver, Colo., 0.06 of an acre of tract 58 was reserved for conduit 
location in connection with the proposed development of municipal power and 
water supply on South Boulder Creek. 

The power value of the subject lands lie in the possible use in the development 
of water resources of South Boulder Creek. The current plan of development, 
however, will eliminate tracts 56 and 57 and subject only a minor fraction of 
tract 58 to use for a conduit line. 

Pending possible future development, use of the lands for other purposes will 
not injure or destroy their value for power purposes. 

Interested federal officials have reported on the application and state officials 
have registered no protest to the granting of the application. 

The Commission determines: 

(A) The value of the lands above described will not be injured or destroyed 
for purposes of power development by entry, location or selection under the 
public land laws, subject to the provisions of section 24 of the Federal Power Act, 
as amended. 

(B) The above described lands remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the land is acquired by filing of the application 
for restoration, or by this action taken by the Commission with respect to the 
said lands. 


Adopted: May 1, 1952. Issued: May 5, 1952. 


Order authorizing issuance of short-term promissory notes 
Kansas Gas & Electric Co. 
Docket No. E-6423 
Kansas Gas & Electric Co. (applicant), a corporation organized and existing 


under the laws of the State of West Virginia, qualified to do business in the 
State of Kansas, and having its principal business office at Wichita, Kans., filed 
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an application on April 9, 1952, for an order, pursuant to section 204 0 
Federal Power Act (act), authorizing the issuance of $2,000,000 aggregate amount 
of short-term promissory notes. 

Applicant has outstanding an aggregate of $940,000 of notes due October 1] 
1952, and proposes to issue an additional am t of $1,360,000 of short-term 
notes, making a total of $2,300,000 of such notes issued pursuant to section 204 (e) 
of the act. 

By application filed April 9, 1952, applicant proposes to issue notes, in addition 
to the $2,300,000 referred to above, from time to time and in various amounts, 
not in excess of an aggregate of $2,000,000, to be dated as and when funds 
required by applicant, to mature 6 months after date thereof, to be delivered to 
Guaranty Trust Co. of New York and which are to bear interest at the rate of 
3 percent per annum. It is the plan of applicant to retire all of its outstanding 
short-term notes through proceeds of permanent financing to be consumma 


in June of 1952. 





The proceeds to applicant from the issuance of the proposed notes will provide 
funds for the continuance of its construction program to inerease and enlarge 
the generation and transmission capacity of its system whi it is estimated 
during the year 1952 will involve the expenditure of over $12,000,000 

No underwriter’s or finder’s fees will be incurred or } onnection wit 
the proposed issue of $2,000,000 of notes 

Written notice of the application has been given to tl State Corporation 
Commission of Kansas, the State Railway Commission of Nebraska and to the 
Governor of each of those States Notice of the application was also published 
in the Federal Register on April 16, 1952 (17 FL R 3) yz that any pe i 
desiring to be heard or to make any protest with reference to the appli 
should file a petition or protest on or before April 30, 1952 No protest, or peti 
tion or request to be heard in opposition to the granting of the application } 
been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 


204 of the Federal Power Act subject to the jurisdiction of the Commission a 


heretofore described and set out in the Commission's order entered November 29, 
1D49, In the Matter of Kansas Gas and Electric Compai Docket No. E6243. 
8 F. P. C. 1318. 

(2) The proposed issuance of short-term notes is an lance of securities 


Within the purview of section 204 of the Federal Power A 
(3) Applicant is not organized and operating in a State under the laws of 





Which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, a he d 1am of 
securities is, therefore, not exempt by virtue of that section from the require 
ments of section 204 of the Act 

(4) The proposed issuance of the $2,000,000 of short notes cde ibed above 
will be in excess of 5 percent of the par value of other s irities of the applicant 
and therefore will not be exempt by section 204 (e) f1 he requirements of 


section 204 (a) of the Federal Power Act 


(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of tl ipplicant and com 
patible with the public interest, which is appropriate for and ns nt with the 
proper performance by applicant of service as a publ ity | which will not 
impair its ability to perform that service, and is reasonably appropriate for sucl 


purposes, 
(G) The public notice given the aforesaid application is reasonable 
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The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate amount of 
$2,000,000, upon the terms and conditions and for the purposes specified in the 
application, hereby is authorized subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: May 6, 1952. Issued: May 6, 1952. 


Findings and order issuing certificate of public convenience and necessity 
The Sylvania Corp. 
Docket No. G—1855 


The Sylvania Corp. (applicant), a Pennsylvania corporation of Oil City, Pa., 
filed an application on December 17, 1951, as supplemented on February 13, 1952, 
for a certificate of public convenience and necessity, pursuant to section 7 of 
the Natural Gas Act, authorizing the construction and operation of certain 
natural gas transmission facilities as hereinafter described. 

Applicant proposes to replace approximately 6,500 feet of 4-inch line, and 
12,000 feet of 8-inch line in the Tuscarora Storage field with 65¢-inch and 12%4- 
inch pipe line respectively and to install an additional 400 horsepower at the 
Tuscarora storage compressor station. The proposed additional facilities are re- 
quired in order to increase applicant’s ability to deliver gas from the Tuscarora 
storage field for the benefit of its affiliate, United Natural Gas Co. (United). 
The latter needs the additional storage gas to help it meet future estimated 
normal growth in requirements of its domestic, commercial and industrial con- 
sumers in its existing market areas in Pennsylvania and New York. 

The proposed facilities are designed to increase pressures in the Tuscarora 
storage field from S00 to 1,250 pounds and thereby increase the storage capacity 
of the field from 2,120,000 M. ec. f. to 3,360,000 M. ¢. f.; and to increase the ability 
to withdraw gas from the field from about 15,000 M. c. f. per day to about 96,000 
M. ec. f. per day. Due to certain limitations of the facilities connecting the 
storage field to United's transmission system, however, the rate of withdrawal 
from the field is expected to be a maximum of 25,000 M. ¢e. f. per day. 

Pursuant to due notice, public hearing was held in Washington, D. C., on 
April 29, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The estimated net increase in applicant’s investment due to the proposed 
facilities is $357,400. 

The Commission finds: 

(1) Sylvania Corp., a Pennsylvania corporation having its principal place of 
business at Oil City, Pa., owns and operates a natural-gas transmission pipeline 
system located in the States of Pennsylvania and New York, and by such opera- 
tions is engaged in the transportation and sale of natural gas in interstate com- 
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merce for resale for ultimate public consumption, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
August 17, 1943, in docket No. G-327, 3 F. P. C. 1066. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof are subject to the require- 
ments of subsections (¢c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18S C. F. R. 1.52 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant authorizing the construction and operation of the facilities 
hereinbefore described, all as more fuily described in the application as supple- 
mented, and exhibits in this proceeding, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, and 
orders heretofore or hereafter issued by the Commission. 

(C) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described, 
and the date of commencement of operations. 


Adopted: May 6,1952. Issued: Mau 8, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G--1S867 


On December 29, 1951, Cities Service Gas Co. (applicant) filed an applica- 
tion, which was supplemented on February 29, 1952, for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of approximately 21.4 miles of 26-inch 
natural-gas pipeline to replace two parallel 16-inch pipelines extending south- 
westerly from the southern terminus of an existing 26-inch pipeline in Frank- 
lin County, Kans., and the addition of one 1,000 horsepower compressor unit 
to applicant’s Welda compressor station located in Anderson County, Kans. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 


April 30, 1952, respecting the matters involved and the issues presented by the 
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application, as supplemented. No protests or petitions to intervene raising an 
ssue of substance have been granted, 

Applicant proposes the construction and operation of said facilities in order 
to increase by 36,000 M.e.f. per day the existing capacity of its system north 
of Welda station to meet increasing demands in existing markets served by 
applicant. The markets to be served from the proposed facilities are those in 
the Kansas City, Missouri, and Kansas City, Kansas, areas. Said facilities also 
are expected to provide greater flexibility throughout applicant’s entire system. 

The record shows that the proposed new pipelines will replace approximately 
2°? 2 miles of existing double 16-inch pipelines which were installed in 1905 which 
applicant proposes to remove and reclaim. Applicant proposes to utilize the 
reclaimed 16-inch pipe in its expanding gathering system. 

The estimated cost of the proposed construction is $1,378,500, consisting of 
$1,160,000 for the proposed 26-inch pipeline and $218,500 for compressor station 
additions. The estimated cost of removal of existing pipelines is $180,000. 
Applicant proposes to pay for the cost of the construction and removal of 
facilities from funds in its treasury. 

The Commissio: was? 

1) Applicant, a Delaware corporation having its principal place of busi 
ness at Oklahoma City, Okla., owns and operates among other facilities, a 
natural-g transmission pipeline system located in the States of Oklahoma, 
rexas, Kansas, Missouri, and Nebraska, and by such operations applicant is 
engaged in the transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 


and is, therefore, a “natural-gas company” within the meaning of the 


Mission 
Natural Gas Act, as heretofore found by the Commission in its order of Decem- 
ber 28, 1943, in docket No. G-—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described which applicant proposes to con- 
struct and operate are proposed to be used for the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of applicant's existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 


1 (e) of section 7 of the Natural Gas Act. 


of subsections (¢) an 
(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.82 (b) of 
the Commission's rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceedings. 

a ] 


(5) The proposed construction and operation of the facilities hereinbefore 


described by applicant are required by the public convenience and necessity 


a certificate therefor should be issued as hereinafter ordered and conditioned. 





The Commission orders: 

(A) A certificate uf public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application, as supplemented, 


for the transportation and sale of natural gas therein set forth. 





On April 11, 1952, Panhandle Eastern Pipe Line Co. filed a petition seeking leave to 
ntervene in this proceeding. By order of the Commission adopted on April 29, 1952, the 
‘ommission denied intervention to Panhandle Eastern Pipe Line Co. upon the grounds 
hat said petition was not filed within the time allowed by the Commission’s rules and 
that said petition raised no issue of substance requiring a hearing herein 
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(B) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities herein authorized to 
be constructed, together with the date of commencement of operations and the 
date on which the existing facilities were removed. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: Vay 6, 1952. Issued: May 8, 1952. 


Findings and order issting a certificate of public convenience and necessity 
Pennsylvania Gas Co 

Docket No. G—1885 

Pennsylvania Gas Co. (applicant), a Pennsylvania corporation, having its 


lication on January 28, 


} 


principal place of business at Warren, 


1952, as supplemented on February 25, 





conve 


ence and necessity pursuant to section 7 of the Natural Gas Act, authorizing 





the installation and operation of one new 330 horsepower gas compressor 
at its existing Roystone compressing station located in Sheflield Townshi 
Warren County, Pa. 

The installation and operation of the proposed facility ill enable applicant 
to compress additional gas during the winter months for the use of its 
tomers, and to provide additional gas at required pressures for ] ng in storage 


during the summer months. No new customers are proposed to be served as 


| operatio! if the pro} ed new facil 


the result of the installation an 


Pursuant to due notice, a public hearing was held in Washington, D. C., 


on April 29, 1952, respecting the matters involved and the issues presented by 





to the application has been receive 


the application. No protest 
The Commission finds: 
(1) Applicant, a Pennsylvania corporation having its principal place of busi- 

ness in Warren, Pa., owns and operates a natural-gas transmission line in the 


State of Pennsylvania and the State of New York, and by such operations, 





applicant is engaged the transportation and sale of nat 
commerce subject to the jurisdiction of the Commission, and is, therefore, 
a natural-gas company within the meaning of e Natural Gas Act, as here- 
tofore found by the Commission in its order of November 10, 1942, Jn the Matter 


of Pennsylvania Gas Company, docket No. G-370, 3 F. P. C. 866 


(2) The facility hereinbefore described is proposed to be used in the trans 
portation and sale of natural gas in interstate commerce, subject to the juris 


diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.52 (b) of the 


Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
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satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facility by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facility herein- 
before described, all as more fully described in the application as supplemented 
in this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of completion of the construction of the facilities hereinbefore de- 
scribed, together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: May 6,1952. Issued: May 8, 1952. 


Order approving erhibits and adjusting annual charges 
The Washington Water Power Co. 
Project No. 2058 


In compliance with paragraph (C) (3) of the Commission’s January 9, 1951 
order issuing license to the Washington Water Power Co. for project No. 2058, 
the licensee on January 21, 1952 filed exhibit K maps of the 230-kilovolt trans- 
mission line, and on January 25 and February 5, 1952 filed exhibit L drawings 
consisting of detailed plans of the project works. 

The exhibit K maps show the location of the transmission line, which is now 
under construction, and that it occupies a 100-foot wide right-of-way on lands 
of the United States within the Coeur D'Alene and Kaniksu National Forests for 
a total distance of 18.95 miles. 

The Chief, Forest Service, has reported that the use of the lands for trans- 
mission line purposes would not be inconsistent with the purpose for which the 
National Forests affected were created or acquired. 

The Commission finds: 

(1) The following described exhibits conform with the Commission's rules 
and regulations and should be approved as part of the license for project No. 
2058, and superseded exhibit L drawings (F. P. C. Nos. 2058-3, -4, -6 and -7) 
now part of the license for the project should be excluded from the license: 

Exhibit K.—Maps in six sheets signed The Washington Water Power Co. by 
J. E. E. Royer, vice president on November 9, 1950: 

Sheets Nos. 1 to 6 inclusive (F. P. C. Nos. 2058-11 to —16, inclusive), entitled 
“Detail map of 230-kilovolt transmission line, Cabinet to Spokane.” 

Erhibit L.—Drawings in 11 sheets, signed The Washington Water Power Co., 
by H. L. Aller, Chairman of the Board on November 9, 1950; 

Sheet 1A (F. P. C. No. 2058-17) entitled “Dam—arch design data and 
Stresses”; Sheet 2A (F. P. C. No. 2058-18) entitled “Dam—plan and profile”; 
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Sheet 3A (F. P. C. No. 2058-19) entitled “Dam—arch rings and sections”; 
Sheet 4A (F. P. C. No. 2058-27) entitled “Dam—apron and protective works” ; 
Sheet 1B (F. P. C. No. 2058-20) entitled “General plan”; Sheet 2B (F. P. C. 
No. 2058-21) entitled “lower house—penstocks” ; Sheet 3B (F. P. C. No. 2058-22) 
entitled “Power house longitudinal section and downstream elevation”; Sheet 
4B (F. P. C. No. 2058-23) entitled “Power house cross section”; Sheet 5B 
(F. P. C. No. 2058-24) entitled “Power house—plan of pipe gallery and at 
L distributor’; Sheet 6B (F. P. C. No. 2058-25) entitled “Powerhouse—roof 
plan and operating floor plan’; and Sheet TB (F. P. C. No. 2058-26) entitled 
“Powerhouse intake—plan and sections.” 

(2) The annual charge hereinafter imposed under paragraph (C) (7) (iii) 
of the license for the project for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands for transmission 
line rights-of-way only, is reasonable. 

The Commission orders: 

(A) The exhibits described in finding (1) above as conforming with the 
Commission's rules and regulations are hereby approved as part of the license 
for project No. 2058, and the exhibit L drawings described in the same finding 
as being superseded are hereby eliminated from the license. 

(B) An annual charge of $151.60 is hereby imposed under paragraph (C) 
(7) (iii) of the license for project No. 2058S so that paragraph (C) (7) (iii) 
shall read as follows: 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands for transmission line rights-of-way only, 
$151.60. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this order. 

Adopted: May 6,1952. Issued: May 8, 1952. 


Order terminating license (minor) 
Andrew Boogard 
Project No. 1910 


On November 20, 1946 the Commission issued to Andrew Boogard of Yakima, 
Wash., a license without charge, for minor project No. 1910 for a period of 10 
years. The project is situated on Morse Creek, a tributary of American River, 
in Yakima County, Wash., and affects lands of the United States within the 
Snoqualmie National Forest. 

The license required completion of the project by December 1, 1948 but in 
response to requests therefor by the licensee, the time for completion was 
extended by the Commission—the last extension being to October 1, 1951. 

The Chief, Forest Service, has recently reported that the project still remains 
uncompleted, that what construction was undertaken has fallen into complete 
decay and been abandoned, but that the National Forest lands have been restored 
to a condition sufficiently satisfactory to recommend cancellation of the license. 

Under article 16 of the license, abandonment or discontinuance of good faith 
operation of the project may be construed by the Commission as evidence of the 
























































FEDERAL POWER COMMISSION 
licensee’s intention to surrender his license, and not less than 90 days after public 
notice the Commission may in its discretion terminate the license 

The Commission finds: 

Termination of the license for project No. 1910 is appropriate. 

The Commission orders: 

The license for minor project No. 1910 is hereby terminated, effective August 
13, 1952, the 91st day after publication of this order in the Federal Register. 


Adopted: May 8, 1952. Issued: May 8, 1952. 


lindings and order iss ng certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—1904 


On March 8, 1952, United Gas Pipe Line Co. (applicant), a Delaware cor 
poration having its principal place of business at Shreveport, La., filed an 
application for a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, authorizing it to construct and operate facilities as 
hereinafter described in order to sell gas to United Gas Corp., an affiliate, for 
distribution in the towns of Hall Summit, Keatchie, Eros, and Oak Ridge, La. 


hearing was held in Washington, D. C., on 


Pursuant to due notice, a public 
May 6, 1952, respecting the matters involved and the issues presented by the 
application. No protest or petition to intervene has been filed. 

Applicant would construct facilities as follows: 

(1) Approximately 4.4 miles of 2-inch line and appurtenant facilities, extending 
from United Gas Pipe Line Company's 24-inch and 20-inch Carthage-Sterlington 
pipelines to the United Gas Corporation’s proposed distribution system for the 
town of Hall Summit, Red River Parish, Lv.; 

(2) Approximately 1.8 miles of 2-inch pipeline and appurtenant facilities, 
extending from United Gas Pipe Line Company’s 24-inch and 20-inch Carthage- 
Sterlington pipelines to the United Gas Corporation’s proposed distribution 
system for the town of Keatchie, DeSoto Parish, La. 

(3) Approximately 0.7 mile of 2-inch pipeline and appurtenant facilities, 
extending from United Gas Pipe Line Company’s Agua Dulce-Sterlington 30-inch 
pipeline (now under construction) to the United Gas Corporation’s proposed 
distribution system for the town of Eros, Jackson Parish, La.; and 

(4) Approximately 3.6 miles of 2-inch pipeline and appurtenant facilities, 
extending from United Gas Pipe Line Company's Sterlington-Jackson 18-inch 
pipeline to the United Gas Corporation’s proposed distribution system for the 
town of Oak Ridge, Morehouse Parish, La. 

Estimated maximum demands for all four towns in 1952 amount to 363 
M. e. f. Applicant estimates that total cost of construction of all facilities to 
serve all four towns is $66,290, to be financed from funds on hand. None of said 
communities is served with natural gas at the present time. 

Applicant would sell gas to United Gas Corp. under terms of its existing con- 
tract with said corporation heretofore filed with and approved by the Federal 
Power Commission and designated as United Gas Pipe Line Company’s rate 
schedule F. P. C. No. 56. Applicant and United Gas Corp. have entered into a 
letter agreement dated February 21, 1952, amending said rate schedule F. P. C. 
No. 56, said agreement having been filed concurrently with the filing of the 
application as a supplement to said rate schedule. 
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The Commission finds: 

(1) Applicant, a Delaware corporation with its place of business at Shreve- 
port, La., owns and operates a natural-gas transmission pipeline system located 
in the States of Texas, Louisiana, Mississippi, Alabama, and Florida, and by 
said operations is engaged in the transportation and sale of natural gas in inter- 
state commerce for ultimate public consumption, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within the meaning 
ot the Natural Gas Act, as heretofore found by the Commission on its order of 
November 10, 1942, In the Matter of United Gas Pipe Line Company, docket No. 
G—232, 3 F. P. C. 8638. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas for resale in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 


( 


(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.32 (b)) of the Commission's rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding 
and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: May 8, 1952. Issued: May 9, 1952. 


Order authorizing transmission of inereased amount of electric energy to Canada 
Niagara Mohawk Power Corp. 
Docket No. IT—6078 
On March 31, 1952, Niagara Mohawk Power Corp. (applicant) filed its supple- 


mental application, pursuant to section 202 (e) of the Federal Power Act, for 
an order authorizing an increase in the amount of electric energy authorized to 
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be transmitted to Shawinigan Water and Power Co. for use in resale to the St. 
Regis Indian Reservation and surrounding area in the Province of Quebec, 
Dominion of Canada, from 100,000 kilowatt hours per annum at a rate not in 
excess of 50 kilowatts by order entered March 29, 1950, to 500,000 kilowatt hours 
per annum at a rate not in excess of 150 kilowatts utilizing therefor without any 
modification thereof facilities authorized to be constructed, operated and main- 
tained by Presidential permit dated January 31, 1948, issued to Central New York 
Power Corp., predecessor in interest of applicant as surviving corporation 
through corporate merger or consolidation, docket No. IT-6079, 9 F. P. C. 625. 

Since the initiation of service to Shawinigan, December 13, 1948, there has 
been increased consumption by its patrons in this area substantially beyond 
expectations. Applicant is of the opinion its estimate of the demands for service 
ean be fully met within the maxima set forth in its supplemental application. 

Notice of the filing of the application was given to the interested State offi- 
cials and was also published April 12, 1952, in the Federal Register (17 F. R. 
3244) stating that any person desiring to be heard or to make any protest with 
reference to the supplemental application should file a petition or protest on or 
before April 25, 1952. No protest or petition or request to be heard in opposition 
to the granting of said application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as herein 
limited and as hereinafter authorized will not impair the sufficiency of supply of 
electric energy within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada in accordance with the terms and conditions and 
for the purpose specified in the supplemental application filed March 31, 1952, 
and subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit from 
the United States to Canada shall be in an amount not in excess of 500,000 kilo- 
Watt-hours per annum at a rate not to exceed 150 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit designated by the President of the United States on January 31, 
1948, and referred to above. 

(ID) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(FE) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted ; shall make, keep, and preserve full and 
complete records with respect to the movement of such energy : and shall furnish 
with respect to said transmission of electric energy reports in such form and 
manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied by 
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au statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, or State regulatory commission for the exercise of the lawful authority 
vested in the State, or State regulatory commission over applicant 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valu- 
ation, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, and 
nothing herein shall be construed as an acquiescence by this Commission in any 
property claimed or asserted 

(1) This order shall supersede the order of March 29, 1950, issued in this mat- 
ter only insofar as it pertains to the annual maxima of the quantity and rate at 
Which applicant is authorized to transmit electric energy from the United States 
to Shawinigan Water and Power Co. in the Province of Quebec, Dominion of 
Canada. 


tdopted: May &, 1952 Issued: May 9, 1952. 


Order confirming and approving rates and charges for the sale of power 
Sonneville Project, Columbia River, Washington-Oregon 
Docket No. E-6417 


On March 19, 1952, Bonneville Power Administration (Bonneville), through 
the Secretary of the Interior, filed for confirmation and approval by the Federal 
Power Commission of the rates and charges contained therein, pursuant to the 
provisions of the Bonneville Act (50 Stat. 751), as amended, a special short 
term contract dated January 23, 1952 with PUD No. 1 of Chelan County, Wash. 
(Chelan). Supplemental data were filed on April 22, 1952. 

Bonneville and Chelan have entered into the above agreement (designated 
as contract No. Ibp-S8991) for a supply of electric energy to Chelan for the period 
August 1 through December $1, 1951. The agreement provides, among other 
things, that, subject to approval of the Federal Power Commission, the rate 
shall be that specified in Bonneville wholesale power rate schedule C—4, $17.50 
per kilowatt-year, but applied on an hourly basis. This results in a rate of 
2 mills per kilowatt hour. During August and September all deliveries in 
excess of 40,000 kilowatts, during October and November all deliveries in excess 
of 20,000 kilowatts, and all deliveries during December, were interruptible. 

The Secretary of the Interior points out that these demands for the power 
were for a relatively short period when Bonneville had ample peaking capacity 
and that, energy being the controlling factor, the charge is essentially a charge 
per kilowatt-hour. Furthermore, the application of the kilowatt-year rate 
on an hourly basis is similar to, although slightly lower than, the application 
on the daily basis permitted under the general rate schedule provisions for a 
developmental period for new industrial load. It was also pointed out that 
the purchase of this power enabled Chelan to meet its commitments while 
installing new capacity essential to the national defense effort. 

The Commission finds: 

It is appropriate for the purposes of the Bonneville Act that the proposed 
temporary rates and charges for electric energy contained in the above referred 
to agreement between Bonneville and Chelan be confirmed and approved. 
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The Commission orders: 

The rate for electric energy contained in the agreement between Bonneville 
and Chelan (contract No. Ibp-S8991) is confirmed and approved upon the con- 
dition that such approval shall not be considered as establishing any precedent 
with respect to rates and charges for other power and energy sold by 
Bonneville. 


idopted: May 13,1952, Issued: May 16, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Amere Gas Utilities Co. 
Docket No. G-1716 


On June 15, 1951, Amere Gas Utilities Co. (applicant), a West Virginia 
corporation with its principal place of business at Charleston, W. Va., filed 
an application pursuant to section 7 of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing the construction and operation 
of approximately 33.6 miles of natural-gas transmission pipeline in south- 
eastern West Virginia, as more fully hereinafter described. Supplements to 
said application were filed on October 3 and November 30, 1951, and the appli- 
eation was further amended and supplemented on March 20, 1952. In said 
amended application, applicant, in addition to requesting the authorization to 
construct and operate the pipelines as set forth in its original application, 
requested authorization to exchange natural gas with Atlantic Seaboard Corp. 
(Atlantic) an affiliate, as more fully hereinafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 8, 1952, concerning the issues and matters involved in said application, 
as supplemented and amended. No protest or petition to intervene has been 
received. 

Applicant proposes to construct and operate: (1) Appropriately 2 miles of 
3%-inch pipeline and appurtenant facilities from its existing 6-inch line in 
Wyoming County, W. Va., eastward to its present 3-inch main line in the city 
of Mullens, W. Va.; (2) approximately 16.5 miles of 85¢-inch loop line extending 
from the 20-inch line of Atlantic in Mercer County, W. Va. to the city of Prince- 
ton, W. Va.; and (8) approximately 15.1 miles of 85¢-inch line extending from 
a connection with applicant’s existing line near Beckley, Raleigh County, W. 
Va. to the 20-inch line of Atlantic at Flat Top, Mercer County, W. Va. 

By the amendment filed March 20, 1952, applicant also requests authoriza- 
tion to exchange natural gas with Atlantic through the proposed 15-mile line 
as described in (3) above, and pursuant to its proposed rate schedule X-1 
filed as a supplement to its application on November 30, 1951. 

Applicant states that its existing facilities serving the Mullens, Athens, Prince- 
ton, and Bluefield areas are not adequate to meet its estimated maximum day 
requirements during future winter periods. 

The additional facilities to be constructed in the vicinity of Mullens are 
required primarily to meet increased domestic requirements, for which appli- 
cant’s present line is inadequate. The facilities to be constructed to the city 
of Princeton would permit applicant to meet the increased requirements of the 
towns of Athens and Princeton, and of Bluefield Gas Co., which serves Bluefield, 
W. Va. The facilities to be constructed from Beckley to Atlantic’s Flat Top 
compressor station would permit applicant during off-peak periods to trans- 
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port for Atlantic gas purchased by Atlantic from Columbian Carbon Co., and 
also to take gas during peak periods fron: Atlantic for service to applicant’s 
Beckley-Mullens market. Applicant states that there is not a sufficient supply 
of natural gas available from local producers during peak periods to adequately 
supply the future requirements of the Beckley-Mullens area and that its existing 
facilities for taking gas from Atlantic are insufficient to meet these require- 
ments. It is therefore necessary that the proposed 15 miles of 8-inch line 
extending from Flat Top to Beckley be constructed in order that additional 
facilities for this service will be available. 

Applicant and Atlantic are parties to a joint agreement for the purchase of 
gas produced by the Columbian Carbon Co. near Dameron, Raleigh County, 
W. Va. During the winter applicant purchases and utilizes the production from 
Columbian Carbon for service to its Beckley-Mullens area. During off-peak 
periods, applicant would use a portion of such production for its own use and 
transport the remainder, purchased by Atlantic from Columbian Carbon through 
the proposed 15-mile line, without a transportation charge. 

Under the proposed exchange arrangement applicant would deliver to Atlantic 
excess yolumes of gas purchased by applicant during off-peak periods in the 
tavenscliff-Beckley-Mullens area in West Virginia in return for which gas 
would be delivered by Atlantic to applicant at other points on applicant’s sys- 
tem near Princeton, Athens, Lewisburg, Ronceverte, and White Sulphur Springs, 
all in West Virginia, where applicant sells and distributes gas. Atlantic would 
not charge applicant for transporting said exchange gas. Both the exchange 
and transportation service would be rendered under applicant’s proposed rate 
schedule X-1 filed as a supplement to the application. 

The estimated cost of construction of the proposed facilities is $802,340, to 
be financed by the Columbia Gas System, Inc., parent company of applicant. 

The Commission finds: 

(1) Applicant, a West Virginia corporation with its principal place of 
business at Charleston, W. Va., owns and operates, inter alia, a natural-gas 
transmission pipeline system located in the State of West Virginia, and by 
such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural gas company” within the 
meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas for resale in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as an integral part of applicant’s 
existing pipeline system, and the construction and operation thereof, and the 
exchange of natural gas as hereinbefore described, are subject to the require- 
ments of subsections (¢) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.32 (b)) of the Commission's rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of facilities by applicant, 
and the proposed exchange of natural gas, are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 
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The Commission orders: 
(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate facilities, and to 
exchange natural gas, all as hereinbefore described, and as more fully described 
in the application, as supplemented und amended, in this proceeding, for the 
transportation and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of construction of the facilities hereinbefore described, to- 
gether with the date of commencement of operations, 

(C) This certificate is not transferable and shall be effective only so long 
as Applicant continues the operations hereby authorized, in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


idopted: Vay 13, 1952. Issued: May 15, 1952. 


Findings and order issuing certificates of public conveniconee and necessity 
Dome Gas Co., Ine., and Texas Gas Transmission Corp. 
Docket Nos. G—1807, G—1S30 


On October 5, 1951, Dome Gas Co., Inc. (Dome), an Indiana corporation, 
having its principal place of business at Sullivan, Sullivan County, Ind., filed 
an application, as amended on December 26, 1951, and supplemented on Janu- 
ary 28, 1952, for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 6 miles of 4-inch pipeline in Indiana leading from a natural- 
gas sales metering station proposed to be constructed and operated by Texas 
Gas Transmission Corp. (Texas Gas) to Dome’s existing distribution system 
in the City of Sullivan. The estimated cost of constructing said 4-inch pipe- 
line is $50,000. 

On November 5, 1951, Texas Gas, a Delaware corporation having its principal 
place of business at 416 West Third Street, Owensboro, Ky., filed an application, 
as supplemented on March 14, 1952, for a certificate of public convenience and 
necessity, pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of a natural-gas metering station at the junction of 
its existing 12-inch transmission pipeline in Indiana and the aforesaid proposed 
f-inch pipeline of Dome, and the sale and delivery at said metering station 
of a maximum of 225 M. ¢. f. of natural gas per day, on an interruptible basis, 
to Dome. 

The estimated total cost of Texas Gas proposed facilities is $3,935.10. 

Dome and Texas Gas each requested that its application be heard under the 
shortened procedure provided for by section 1.52 (b) of the Commission's rules 
of practice and procedure. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
May 8, 1952, respecting the matters involved and the issues presented by the 
applications. No protest to either of the applications has been received 

The Commission finds: 


(1) Texas Gas owns and operates, among other facilities, a natural gi 


gas 


transmission pipeline system located in the States of Texas, Louisiana, Arkansas, 
Mississippi, Tennessee, Kentucky, Illinois, Indiana and Ohio, and by such opera- 
tions it is engaged in the transportation and sale of natural gas in interstate 
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comwmerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in the 
order of March 30, 1948. In the Matter of Teras Gas Transmission Corporation, 
docket No. G-S55, 7 F. P. C. 225. 

(2) Dome upon completion of construction and operation of the natural-gas 
facilities described above, will be engaged in the transportation of natural gas 
in interstate commerce, and will be a natural-gas company within the meaning 
of the Natural Gas Act. 

(3) The facilities to be constructed and operated by Dome, hereinbefore 
described, are proposed to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the construc- 
tion and operation thereof by Dome are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The facilities to be constructed and operated by Texas Gas, hereinbefore 
described, are proposed to be used in the transportation and sale of natural 
gas for resale in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Texas Gas are subject 
to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 

(5) Dome and Texas Gas are each able and willing properly to do the acts 
and perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the Commis- 
sion thereunder. 

(G6) Dome and Texas Gas having requested the omission of the intermediate 
decision procedure and all the requirements of the provisions of rule 1.32 (b) (18 
Cc. F. R. 1.32 (b)) having been satistied, sufficient Cause exists for the Com- 
mission forthwith to render its final decision in the instant proceedings. 

(7) The proposed construction and operation of the facilities by Dome and 
Texas Gas are required by the public convenience and necessity and a certificate 
therefor should be issued to each of them as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Dome to construct and operate the facilities hereinbefore 
described, all as more fully described in the application hereinbefore mentioned, 
and the exhibits appended thereto, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(Bb) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Gas to construct and operate the facilities hereinbefore 
described, all as more fully described in the application hereinbefore mentioned, 
and the exhibits appended thereto, for the transportation and sale of natural 
gas subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(C) Texas Gas shall sell and deliver not more than 225 M. c. f. of natural gas 
per day to Dome, on an interruptible basis in accordance with the terms and 
conditions of its rate schedule TIS-3 (Texas Gas Transmission Corp. F. P. C. 
gas tariff, original volume No. 1, original sheet Nos. 41 H and 41 I) unless other- 
wise ordered by the Commission 

(D) Dome and Texas Gas shall respectively report to the Commission, in 
writing and under oath, the completion date of the construction, by each, of the 
facilities hereinbefore described, together with the date of commencement of 
operations. 
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(E) The certificates herein issued to Dome and Texas Gas are not transferable, 
and each shall be effective only so long as the holder thereof continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 


idopted: Vay 18, 1952. Issucd: Vay 15, 1952. 


Order approving revised exrhibil 
South Carolina Electric & Gas Co. 
Project No. 516 


The South Carolina Electric & Gas Co., licensee for project No. 516, filed an 
application on January 25, 1952, and supplement on April 21, 1952, requesting 
that two parcels of land be excluded from the project area. The licensee pro- 
poses to sell the parcels. 

The reservoir level is limited to an elevation of 560 feet and the two parcels 
are located above elevation 362 feet. 

The licensee submitted sketch maps with the application showing the parcels 
to be excluded from the project area. The project area affected is shown on 
exhibit K-1, sheets 19, 23 and 31 (I. P. C. Nos. 516-53, —57, and -65) now part 
of the license for the project. 

The Commission finds: 

Exhibit K—1, sheets 19, 25 and 31 (I. I. C. Nos, 516-53, -57, and -65) should 
be revised to exclude the two parcels of land from the project area shown on the 
exhibit and as so revised should be approved as part of the license for the 
project. 

The Commission orders: 

Exhibit K—1, sheets 19, 23 and 31 (F. P. CGC. Nos. S16-53, 57, and -—65) be 
revised to exclude the two parcels of land from the project area, and as so 
revised the exhibit is hereby approved and made a 
project No. 516. 


part of the license for 


Adopted: May 13, 1952. Issued: May 15, 1952. 


Determination for highway right-of-way under section 24 of the Federal Power Act 
Land Withdrawn in Proposed Project No. 165 


Docket No. DA-122-Wyoming—Wyoming Highway Department 


An application (Wyoming 012432) was filed by the Wyoming Highway Depart- 
ment for a highway right-of-way under the act of November 9, 1921 (42 Stat. 212, 


216), requiring a determination under section 24 of the Federal Power Act with 
respect to the affected portion of the following-described land: Sixth principal 
meridian, Wyoming: T. 18 N., R. 107 W., sec. 24, NWY4SW. 

The land, which is crossed by Bitter Creek, tributary to the Green River, is 
listed in withdrawal notification letter of March 26, 1921, among other lands, as 
part of certain lands reserved from entry, location, or other disposal under the 
laws of the United States pursuant to the filing on January 24, 1921, of an appli- 


cation for preliminary permit for proposed water-power project No. 165. The res- 
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ervation includes all legal subdivisions of land any portion of which is below the 
6,080 feet elevation and the above-described land in the NW%4SW\ of sec. 24 
would have been affected to some degree by flowage from the then proposed proj- 
ect reservoir. A subsequent application for license for proposed project No. 165, 
which was filed August 14, 1926, and denied April 21, 1936, showed the con- 
templated high water level of the proposed reservoir (Flaming Gorge) to be at 
elevation 6,060, which point of flowage is located approximately one-quarter mile 
downstream from the land. The land may be subject to some extent to flowage 
from the proposed Bureau of Reclamation Flaming Gorge Reservoir, construction 
of which does not appear imminent. 

Applicant proposes to use the land for improvement of the existing Lincoln 
Highway, U. S. Route No. 30. 

Development appears remote and the contemplated improvements will not affect 
materially the power value of the land. 

Interested federal officials have reported on the application. 

Pursuant to application for a right-of-way for an oil pipeline, the Commission 
on October 27, 1939, determined (DA-100-Wyoming) that the value of the above- 
described land, among other land, would not be injured or destroyed for the 
purposes of power development by location, entry, or selection for pipeline 
right-of-way purposes subject to the provisions of section 24 of the Federal Power 
Act and to the restriction that upon the power development of any of the said 
land of the United States, the then owner of any pipeline constructed pursuant 
to the determination shall relocate and reconstruct such pipeline so far as 
necessary Without cost or expense to the future power developer or the United 
States. 

Pursuant to application for a right-of-way for telephone and telegraph pur- 
poses, the Commission on January 27, 1942, determined (DA-109—-Wyoming) that 
the value of the above-described land would not be injured or destroyed for pur- 
poses of power development by location thereon of the proposed telephone and 
telegraph line right-of-way, subject to the provisions of section 24 of the Federal 
Power Act, and subject to the stipulation that if and when the land is required 
for purposes of power development by the United States or a licensee under the 
Federal Power Act, the grantee of the right-of-way shall relocate so much thereof 
without cost to the United States or its licensee as may be necessary to eliminate 
interference with such power development. 

The Commission determines: 

The value of the affected portion of the above-described land not already 
legally occupied by virtue of rights acquired prior to withdrawal of the land for 
power purposes will not be injured or destroyed for purposes of power develop- 
ment by location thereon of the proposed highway right-of-way, subject to the 
provisions of section 24 of the Federal Power Act. 

Adopted: May 13, 1952. Issued: May 15, 1952. 


Order authorizing issuance of securities 
Iowa Power & Light Co. 
Docket No. E-6424 


Iowa Power & Light Co. (applicant), a corporation organized and existing 
under the laws of the State of Iowa, and doing business in said state with its 
principal business office at Des Moines, Iowa, filed its application April 16 and 
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amendments thereto April 25, May 9, and May 14, 1952 for an order, pursuant to 
section 204 of the Federal Power Act (act), authorizing the issuance and sale 
of 226,835 additional shares of its $10 par value common stock and $10,000,000 
principal amount of its first mortgage bonds, — percent series due 1982. 

Applicant proposes to offer the additional shares of common stock for sub- 
scription by the holders of the outstanding shares of such stock pro rata upon 
the basis of one share of additional stock for each seven shares held at the price 
of $21.25 per share. The right to subscribe will be evidenced by transferable 
subscription warrants. Applicant proposes to enter into an underwriting agree- 
ment with a group of underwriters headed by Smith, Barney & Co. to underwrite 
the entire issue of such additional shares and to purchase at the subscription price 
any unsubscribed shares of the proposed issue. The underwriting agreement 
provides for a fee of 33 cents per share for all shares to be issued whether sub- 
seribed for or not and an additional fee of 40 cents per share which may be 
acquired by underwriters either through purchase and exercise of subscription 
rights or as unsubscribed stock. 

On March 26, 1952, the Commission, pursuant to section 34.2 (k) (2) (ii) of 
the rules, granted applicant’s request for authorization to enter into negotiations 
for the underwriting of the proposed offering of the 226,835 shares of common 
stock. Applicant now requests that the proposed issuance and sale of the 
common stock be exempted from the competitive bidding requirements of sections 
34.la (b) and (c) of the Commission’s general rules and regulations. 

Applicant further proposes to issue $10,000,000 principal amount of its first 
mortgage bonds in May 1952, to be designated series due 1982 under its mortgage 
and deed of trust dated as of August 1, 1943, to Harris Trust and Savings Bank 
and Harold Eckhart (W. H. Milsted, successor individual trustee), Trustees, 
as supplemented and to be supplemented by fourth supplemental indenture dated 
as of May 15, 1952, to be disposed of by means of competitive bidding. The béd- 
ders will be required to specify the interest rate in multiples of 4% percent and 
the price, which must be not lower than 100 percent nor higher than 102%, per- 
cent of the principal amount. Authorization is also requested that applicant be 
permitted to publish the invitation for bids for a period of 6 days in advance of 
the date any bid will be opened and considered rather than the period of at least 
a week specified in section 34.la (b) of the Commission’s general rules and 
regulations. 

The proceeds from the issuance of the securities referred to above are to be 
used in consummating the construction program of applicant involving additional 
generating facilities and the improvement and extension of electric transmission 
and electric and gas distribution facilities which during the years 1952 and 1953 
is estimated will amount to about $36,200,000. It is expected that about $28,000,- 
000 will result from the sale of securities and that the balance required will be 
available from funds on hand and those arising from operations during the period. 

Written notice of the aforesaid application has been given to the Iowa State 
Commerce Commission and to the Governor of that State. Notice of the appli- 
sation has also been given by publication in the Federal Register on April 23, 
1952 (17 F. R. 3618) stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest with 
reference to the application on or before May 7, 1952. A letter was received from 
an individual protesting the granting of the application and the applicant was 
afforded an opportunity to respond thereto. Upon investigation this informal 
protest was found to be without substance. No other protest or petition or 
request to be heard in opposition to the granting of said application has been 
received. 
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The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set forth in the Commission’s order entered July 11, 1951, in Jowa 
Power and Light Company, docket No. E-6363, 10 F. P. C. 1186. 

(2) The proposed issuance of common stock and bonds wlil constitute an issu- 
ance of securities within the provisions of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of section 204 (f) of the act, and the proposed issue is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the act. 

(4) With respect to the issuance of the common stock there is no affiliation, 
direct or indirect, through directors, officers or stockholders or through owner- 
ship of securities or otherwise between applicant and Smith, Barney & Co. The 
fees to be paid were fixed by arm’s-length bargaining and do not appear to be 
unreasonable. 

(5) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance of common stock from the competitive bidding 
requirements of sections 34.1a (b) and (c) of the Commission’s general rules and 
regulations. 

(6) With respect to the issuance of the first mortgage bonds the period of six 
days between the publication of the invitation for bids and the opening of such 
bids, under the circumstances of this case, is reasonable. 

(7) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance and sale of the common stock and bonds, referred 
to above, upon the terms and conditions and for the purposes specified in the 
application, be and the same hereby are authorized, subject to the provisions 
of this order. 

(B) The proposed issuance and sale of common stock, referred to above, hereby 
are exempted from the competitive bidding requirements of section 34.la (b) 
and (c) of the Commission’s general rules and regulations. 

(C) The proposed issuance and sale of the first mortgage bonds shall not 
be consummated until: 

(i) The applicant shall have amended its application by filing the data and 
information specified in section 34.2 (k) (2) (i) of the Commission’s rules 
in accordance with the last sentence of section 34.2 (k) (2) (ii) thereof, and 
the applicant shall have further amended its application pursuant to the require- 
ments of section 34.2 (k) (3), of the rules regulating to compliance with com- 
petitive bidding requirements and section 34.2 (kK) (4) relating to the affiliation, 
and shall have filed the amendments required by these two latter sections or 
shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the interest rate, the price to 
be received by the applicant and the initial offering price, if any, of the 
bonds, by a further order. 
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(D) The period for the publication of the invitation for bids with respect 
to the first mortgage bonds prior to the opening of such bids be and it hereby 
shall be not less than six days. 

(E) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days of the date of this order. 

(F) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, service, ac- 
counts, valuation, estimates or determination of costs, or any matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(G) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: May 14,1952. Issued: May 14, 1952. 


Order approving exhibit 
Pennsylvania Power & Light Co. 
Project No. 487 


Application was filed April 9, 1952, by Pennsylvania Power & Light Co., 
licensee for major project No. 487, for amendment of the license for the 
project to describe proposed changes in the project boundary line, the net 
result of which will be to increase the project area by 13.53 acres. 

Applicant states that the proposed changes are desirable for the following 
reasons: 

(1) To establish a new project boundary at certain locations to follow more 
closely the 1200-foot contour ; 

(2) To establish a new project boundary at certain other locations due to 
erosion of present project lands; and 

(3) To establish a new project boundary at another location due to erosion 
of present project lands and to include certain sand and gravel lands in the 
project. 

Exhibit K (amended March 25, 1952), sheets Nos. 1, 2, and 3 (F. P. C. Nos. 
487-18, -19, and —20), which was filed as part of the application and shows 
the proposed changes in the project boundary line, supersedes exhibit K 
(amended), sheets Nos. 1, 2, and 3 (F. P. C. Nos. 487-12, -13, and —14), exhibit 
C, and exhibit C (supplemental), now part of the license for the project. 

The Commission finds: 

(1) The following above-referred-to exhibit conforms to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project : 

Erhibit K.—(amended March 25, 1952).—Sheets Nos. 1, 2, and 3 (F. P. C. Nos. 
487-18, -19, and -20), entitled “Wallenpaupack hydro-elec. dev. detail map of 
entire project,” and signed Pennsylvania Power & Light Co. by Chas. E. Oakes, 
president, on April 3, 1952. 

(2) Superseded exhibits K (amended), Sheets Nos. 1, 2, and 3 (F. P. C. Nos. 
487-12, -13, and -14), C, and C (supplemental), now part of the license for the 
project, should be eliminated from the license for the project. 
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The Commission orders: 

(A) The exhibit specified and described in finding (1) above is approved as 
part of the license for the project. 

(B) The exhibits specified in finding (2) above are eliminated from the license 
for the project. 

Adopted: May 15, 1952. Issued: May 20, 1952. 


Order determining actual legitimate original cost of project, net changes therein, 
and prescribing accounting therefor 


California Electric Power Co. 
Project No. 344 


3y order of January 3, 1940, the Commission determined the actual legitimate 
original cost of project No. 344 (San Gorgonio) in the amount of $495,889.95, as 
of July 31, 1924. 

The license for this project was issued on April 27, 1923, to San Gorgonio Power 
Co. It was transferred to San Gorgonio Power Corp. Ltd. as of January 1, 1930, 
and transferred to San Gorgonio Electric Corp., on October 24, 1932, by fore- 
closure proceedings. On November 1, 1949, the license was transferred to 
California Electric Power Co. 

From time to time the licensees have filed with the Commission statements 
of claimed cost of net changes in the project during the period from August 1, 
1924, to December 31, 1949. These statements show gross additions of $33,181.16, 
gross retirements of $27,343.01, and net credit adjustments of $10,922.72, amount- 
ing to a net decrease of $5,084.57 in the claimed original cost of the project. 

After the Commission’s staff had made a field examination of the books and 
records of the lincensee relating to the claimed charges in the project cost and 
after conferences between the staff and representatives of the licensee, tentative 
agreement was reached that the amount of project retirements shall be increased 
by $4,892.07 because of an unrecorded retirement in that amount and that account- 
ing disposition would be by a charge of the amount to account 250, Reserve for 
depreciation of electric plant. 

The licensee filed, on April 2, 1951, its report of claimed increases and decreases 
for project No. 344 for the year 1950 showing the amount of $4,892.07 as a retire- 
ment recorded in that year but applicable to the prior period. The effect of this 
additional retirement would change the net decrease in original cost from 
$5,084.57 to $9,976.64 for the period August 1, 1924, to December 31, 1949. Sucha 
decrease would result in an original cost for project 344 as of December 31, 1949, 
of $485,913.31, classified among detailed accounts as follows: 
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Actual Legitimate Original Cost of Project As of Dec. 31, 1949 





Account title | Amount 


Hydraulic production plant: 
Land and land rights . : ‘ emit ditmebbhininbebn ae 
Structures and improvements. ~ J — abineasthtrmas neat ak wenn 53, 471. 
Reservoirs, dams, and waterways sebaae bation iedee ----.| 247, 236. 
Waterwheels, turbines, and generators. id aaa cesta takin | 74, 467. 
Accessory electric equipment- ; ebbeuakeanes : oma neal 371. § 


Miscellaneous power plant equipment__- tnalionelcinteipiese ith catehient 10. 77 
Roads, railroads, and bridges-.-- asian 498. 50 


Total hydraulic production plant ----| 431,805.70 


Transmission plant: | 
Land and land rights-- » a sdedemaas 101. 00 
Clearing land and rights-of-way 3 
Station equipment mn pcduetenwenen . ececceces ececescece , 
Poles and fixtures niaibebwketnhéwintuadiandaideaal 14, 445. 89 
Overhead conductors and devices... -- ned winaees | 9, 293. 97 


Total transmission plant edema niobate 49, 303. 00 


General plant: 
Office furniture and equipment - ee ee scieee ads 861.71 
Tools and work equipment : waewawand ‘ = ‘ ‘i mee 1, 996. 57 
Communication equipment 


Total general plant...........- . ; Sacet 4, 804. 6 


Total project cost pi duioiabe ea caer sutttadeeatuctine Saibiaaicalocades ~ 485, 913.31 


The Public Utilities Commission of the State of California in a letter dated 
February 21, 1952, stated no objection to the proposed adjustments in gross 
retirements. 

The Commission finds: 

(1) Licensee by its report of claimed increases and decreases for project 
No. 344 filed April 2, 1951, and the Public Utilities Commission of California by 
letter dated February 21, 1952, have waived the necessity for further notice 
as provided by sections 4.4 and 4.5 of the Commission’s general rules and 
regulations. 

(2) The net decrease in the original cost of project No. 344 for the period 
from August 1, 1924, to December 31, 1949, is $9,976.64. 

(3) The actual legitimate original cost of project No. 344 as of December 
31, 1949, is $485,913.31 as classified among detailed accounts shown by the above 
tabulation. 

(4) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the licensee dispose of the amount of $4,892.07, hereinbefore referred 
0, by charge thereof to Account 250, Reserve for depreciation of electric plant. 

The Commission orders: 

(A) The licensee record in its control and detailed plant accounts, to the 
extent it has not already done so, the net credits and adjustments set forth 
above in paragraphs (2) and (4) and reflect a balance of $485,913.31 as the 
actual legitimate original cost of project No. 344 as of December 31, 1949, as 
set forth in the preceding table. 

(B) The licensee dispose of the amount of $4,982.07, as referred to above, 
by a charge thereof to Account 250, Reserve for depreciation of electric plant. 

(C) Within 30 days after the date of this order, the licensee shall file with 
the Commission four certified copies of the journal entries recorded on its books 
to adjust the project accounts to accord with the determination made herein. 

Adopted: May 15,1952. Issued: May 21, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
authorizing merger and consolidation 


United Natural Gas Co. 
Docket No. G-—1464 


On August 16, 1950, United Natural Gas Co. (applicant), a Pennsylvania cor- 
poration, having its principal place of business in Oil City, Pa., filed with the 
Commission an application, as supplemented on March 9, 1951, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, authorizing the merger and consolidation of applicant, Ridgway Natural 
Gas Co., St. Marys Natural Gas Co., Smethport Natural Gas Co., and Mercer 
County Gas Co. into one new corporation to be known as United Natural Gas Co. 

Pursuant to due notice, a public hearing was heid in Washington, D. C., on 
May 13, 1952, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the granting of the application 
has been received. 

Applicant is a wholly-owned subsidiary of National Fuel Gas Co., a New 
Jersey corporation. Ridgway Natural Gas Co., St. Marys Natural Gas Co., 
Smethport Natural Gas Co., and Mercer County Gas Co. are likewise wholly- 
owned subsidiaries of National Fuel Gas Co. The five merging companies are 
at present officered and staffed by the same individuals. 

Applicant is engaged in producing, purchasing, gathering, transporting, stor- 
ing, and selling natural gas by means of its pipeline system in Pennsylvania 
and Ohio. Applicant purchases substantially all of its gas requirements from 
Tennessee Gas Transmission Co., Texas Eastern Gas Transmission Corp., New 
York State Natural Gas Corp., and Manufacturers Light and Heat Co., com- 
mingling this interstate gas with gas produced locally in Pennsylvania, and 
selling the commingled gas for resale in communities in western Pennsylvania, 
and at retail and for resale in the State of New York. 

The four other named companies are each engaged in producing, purchasing, 
transporting, and supplying nautral gas to the public in various communities in 
western Pennsylvania. The leases and gas pipelines of these companies are, 
in many cases, in close proximity to each other, and in some instances these 
companies operate leases which adjoin gas pipelines which parallel each other 
for considerable distances. The supply of natural gas in the fields in northern 
and western Pennsylvania from which these companies have been securing their 
supplies of gas has become greatly diminished to the extent that they have 
become increasingly dependent upon applicant for their supply of gas. Mercer 
County Gas Co. is at present entirely dependent upon applicant for its supply 
of natural gas. 

The new United Natural Gas Co. proposes to continue service to the present 
customers of the merged and consolidated companies and to continue to charge 
the same rates as are presently charged by the several companies for such 
service. The consummation of the merger and consolidation of applicant and 
said four other companies will result in more efficient and economic operations 
through the elimination of unnecessary duplication of facilities and administra- 
tive complexities, as well as the continuation of satisfactory service to their 
customers. 

The proposed merger and consolidation will be consummated under an agree- 
ment between applicant and said four other companies dated August 2, 1950. 
Under the provisions of the agreement, the presently outstanding capital stock 
of applicant and said four other companies will be exchanged for no par value 
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common stock in the merged and consolidated company, United Natural Gas 
Co. The stock of applicant is to be exchanged share for share. The common 
stock of the four other named companies is to be converted from $100 par 
value shares to $25 stated value common stock shares, in the following manner: 


| Presently outstanding— To be issued 


Company _ 7 — = 
Number of Stated or Number of | Stated value 

shares par value shares (no par) 

| | 

Applicant_ i ‘as ct 3 1, 000, 000 $25, 000, 000 1, 000, 000 $25, 000, 000 
Ridgway Pied ns shininniee | 16, 040 1, 604, 000 64, 160 1, 604, 000 
St. Marys-..--- z 7 af . 10, 000 1, 000, 000 40, 000 1, 000, 000 
Smethport 5 2, 800 280, 000 11, 200 280, 000 
Mercer County : 160 | 16, 000 640 16, 000 
Total_.-- ge 1,029,000 | $27, 900, 000 1, 116, 000 $27, 900, 000 


The Ridgway Natural Gas Co., St. Marys Natural Gas Co., Smethport 
Natural Gas Co., and Mercer County Gas Co. have not filed original cost studies 
with the Commission. Information is not available with respect to whether 
the plant accounts of said companies are stated at original cost. 

The Commission finds: 

(1) United Natural Gas Co., a Pennsylvania corporation, having its prin- 
cipal place of business at Oil City, Pa., owns and operates a natural-gas trans- 
mission pipeline system located in the States of Pennsylvania and Ohio and by 
such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of March 30, 1943 in docket No. G-328, 3 F. P. C. 959. 

(2) United Natural Gas Co., the new merged and consolidated company, upon 
consummation of the proposed merger and consolidation, and the acquisition and 
operation of the facilities of applicant, Ridgway Natural Gas Co., St. Marys 
Natural Gas Co., Smethport Natural Gas Co., and Mercer County Gas Co., will 
be engaged in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and will be a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(3) Certain facilities of applicant, Ridgway Natural Gas Co., St. Mary’s 
Natural Gas Co., Smethport Natural Gas Co. and Mercer County Gas Co. are sub- 
ject to the jurisdiction of the Commission and are proposed to be acquired 
and operated by United Natural Gas Co., the newly merged and consolidated 
company and are used for the transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, and the acquisition 
and operation thereof by United Natural Gas Co. are subject to the requirements 
of section 7 of the Natural Gas Act. 

(4) The proposed merger and consolidation of applicant and the four other 
companies into United Natural Gas Co. and the acquisition and operation of 
the facilities of the merged companies by United Natural Gas Co. will result in 
corporate simplification and in more efficient and economic operations through 
the elimination of intercompany complexities and transactions, and is required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) United Natural Gas Co. should report to the Commission within 10 days 
after the consummation of the proposed merger and consolidation, the fact 
thereof. 
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(6) United Natural Gas Co. should account for the properties to be acquired 
through the proposed merger and consolidation by entering in its own accounts 
the recorded amounts in the books of applicant and the four other companies, 
as of the date of merger and consolidation. 

(7) United Natural Gas Co. should file accounting statements and proposed 
journal entries, including supporting information, as required by the provisions 
of the uniform system of accounts, as hereinafter ordered. 

(8) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of section 1.32 (b) (18 C. F. R. 1.32 (b)) of 
the Commission’s rules of practice and procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the merger and consolidation of United Natural Gas Co., 
Ridgway Natural Gas Co., St. Marys Natural Gas Co., Smethport Natural Gas 
Co. and Mercer County Gas Co. into a new company to be known as United 
Natural Gas Co., and authorizing the acquisition and operation by the new 
United Natural Gas Co. of the entire physical properties of the merged and 
consolidated companies, all as more fully described in the application, as 
supplemented, in this proceeding, upon the following terms and conditions. 

(B) United Natural Gas Co. shall report to the Commission within 10 days 
after the consummation of the merger and consolidation herein, the fact thereof. 

(C) Upon consummation of the merger and consolidation herein authorized, 
United Natural Gas Co. shall enter in its own accounts the recorded amounts 
shown in the books of Ridgway Natural Gas Co., St. Marys Natural Gas Co., 
Smethport Natural Gas Co. and Mercer County Gas Co., as of the date of merger 
and consolidation. 

(D) Within 30 days after the consummation of the merger and consolidation 
United Natural Gas Co. shall submit to the Commission a consolidating balance 
sheet as of the date of merger and consolidation, reflecting the accounts merged, 
as Well as all eliminations and adjustments ordered and directed to be made it 


the Commission’s order issued December 29, 1951, as modified and amended by 
the order issued February 4, 1952, In the Matter of United Natural Gas Company, 
11 F. P. C. 765. 

(E) This certificate is not transferable and shall be effective only so long as 
United Natural Gas Co. continues the operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 


Adopted: May 15, 1952. Issued: May 16, 1952. 


Order severing proceedings, omitting intermediate decision procedure, and 


terminating investigation 


El Paso Natural Gas Co., Pacific Gas & Electric Co., Southern California Gas Co., 
Southern Counties Gas Co. of California, Nevada Natural Gas Pipe Line Co., 
and San Diego Gas & Electric Company 


Docket Nos. G—1630, G-1631, G-1912, G-1651, G-1945, G-1718, G—1888, G—1934 


By order issued April 23, 1952, the Commission, on its own motion, initiated an 
investigation in docket No. G—1945 under sections 4 and 5 of the Natural Gas Act 
to determine whether certain limitations appearing in the general terms and 
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conditions of Pacific’s F. P. C. gas tariff, original volume No. 1, more particularly 
paragraph 7 appearing on original sheet No. 8, in the form of service agreement 
included in Pacific’s tariff, and in section 1 of the respective service agree- 
ments executed by Southwest Gas Corp. Ltd. and California-Pacific Utilities Co., 
are unjust, unreasonable, unduly discriminatory or preferential. The investiga- 
tion proceeding was consolidated for hearing with proceedings on the application 
for a certificate of public convenience and necessity filed by Pacific in docket No. 
G-1651 and with other related dockets, which hearing began on April 30, 1952. 

At the hearing Pacific offered, and there was received in evidence as exhibit 
No. 245, proposed revisions of its F. P. C. gas tariff, original volume No. 1, elimi- 
nating the limitations which are the subject of the Commission’s investigation 
and stated that new service agreements would be executed with its customers, 
Southwest and California-Pacific, for the purpose of conforming the service agree- 
ments to the proposed revisions of the tariff. 

At the same time Pacific orally, and, pursuant to the presiding examiner's 
direction, in writing on May 12, 1952, moved that the investigation proceeding in 
docket No. G-1945 be severed from the consolidated proceedings ; that the inter- 
mediate decision procedure be waived; and that the investigation be terminated 
on the basis of the proposed revisions of the tariff and service agreements. 

Subsequently, Pacific filed third revised sheet No. 1, second revised sheet No. 2, 
first revised sheets Nos. 8 and 9, second revised sheeet No. 10 and first revised 
sheet No. 12 to its F. P. C. gas tariff, original volume No. 1, and advised that 
new service agreements with Southwest and California-Pacific would be filed by 
May 26, 1952. 

The presiding examiner has certified the record to the Commission to enable 
disposition of the motions. No objections to the proposals of Pacific were 
interposed and it appears that no further evidence is to be offered in docket No. 
G-1945. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act that the proceedings in docket No. G-1945 be severed; that the intermediate 
decision procedure be waived; and that the investigation in said docket be 
terminated as hereinafter ordered. 

The Commission orders: 

(A) The proceeding in docket No. G-1945 be and the same is hereby severed 
and the intermediate decision procedure be and the same is hereby omitted. 

(B) Pacific’s third revised sheet No. 1, second revised sheet No. 2, first revised 
sheets Nos. 8 and 9, second revised sheet No. 10 and first revised sheet No. 12 to its 
F. P. C. gas tariff, original volume No. 1, be and the same are hereby accepted 
and are allowed to become effective as of May 16, 1952. 

(C) The proceeding in docket No. G-1945 be and the same is hereby terminated 
on condition that Pacific on or before May 26, 1952, file new service agreements 
with Southwest and California-Pacific, executed in conformity with the pro- 
visions of Pacific’s F. P. C. gas tariff, original volume No. 1, as revised in accord- 
ance with the terms of this order. The new service agreements shall in all other 
respects conform to the terms of the existing service agreements. 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act; nor shall it be construed as 
constituting approval by this Commission of any service, rate, charge, classifica- 
tion, or any rule, regulation, contract, or practice affecting such service or rate 
provided for in the above-described F. P. C. gas tariff, as revised; nor shall this 
order be deemed as recognition of any claimed contractual right or obligation 
affecting or relating to such service or rate. 


Adopted: May 15, 1952. Issued: May 15, 1952. 
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Order authorizing issuance of securities 
Southern Utah Power Co. 
Docket No. E-6418 


Southern Utah Power Co. (applicant), a corporation organized and existing 
under the laws of the State of Utah, having its principal business office in 
Cedar City, Utah, filed its application on March 24, 1952, and amendment thereto 
on May 7, 1952, requesting an order pursuant to section 204 of the Federal 
Power Act authorizing it to issue and sell $975,000 principal amount of first 
mortgage bonds, 414 percent series, due 1982, to be dated February 1, 1952, 
and to mature February 1, 1982. 

Applicant proposes to issue said bonds under its indenture of mortgage with 
the Chase National Bank of the city of New York, as trustee, dated January 
1, 1951, as further supplemented by a first supplemental indenture dated 
February 1, 1952. 

Applicant has negotiated for the placement of said bonds by private sale and 
has firm commitments for the purchase thereof at 100 percent of their principal 
amount plus accrued interest to delivery date as follows: 


New York Life Insurance Co__-----~-~-- sida 
De Tie SOS COs titi ia ee ict ec 225, 000 
COIR Sikes SIND Cha isis tii es 
Bankers National Life Insurance Co. of Montclair a 


accocnns See COU 








TO scsi cence eh atc ais anal ao cients .-. $975, 000 


By the proposed method of disposition applicant will incur no finder’s fees 
and estimates the total expense with respect to the proposed issuance and 
placement of said bonds will approximate $8,000. 

The proceeds from the proposed sale of bonds are to reimburse applicant’s 
treasury for construction expenditures already made, repayment of existing 
bank loans, and to finance part of the applicant’s 1952 construction program. 

Written notice of the application has been given to the Public Service Com- 
mission of Utah and to the Governor of that State. Notice of the application 
was also published in the Federal Register on April 2, 1952 (17 F. R. 2874) 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before April 16, 
1952. No protest or petition or request to be heard in opposition to the granting 
of such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as described and set forth in the Commission’s order entered February 6, 1951, 
In the Matter of Southern Utah Power Company, Docket No. E-6338, 10 
¥. P. C. Til. 

(2) The proposed issuance and sale of bonds described above will constitute 
an issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the act and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of securities as hereinafter authorized will be 
for a lawful object, within the corporate purposes of the applicant and com- 
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patible with the public interest, which is appropriate and consistent with the 
proper performance of the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The proceeds to applicant being less than $1,000,000 the proposed issuance 
of bonds is exempt from the requirements of the Commission’s general rules and 
regulations with respect to competitive bidding by virtue of section 34.la (a) 
(3) thereof. 

The Commission orders: 

(A) The proposed issuance and sale at 100 percent of the principal amount 
plus accrued interest to delivery date of the first mortgage bonds, referred to 
above, upon the terms and conditions and for the purposes specified in the 
application, be and the same are hereby authorized, subject to the provisions 
of this order. 

(B) The proposed issuance and sale of the bonds, referred to above, are 
hereby exempted from the competitive bidding requirements of sections 34.la 
(b) and (c) of the Commission's general rules and regulations. 

(C) This authorization shall expire unless the transaction herein authorized 
is consummated within 60 days of the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, Valuation, estimates or determination of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: May 16,1952. Issued: May 16 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Chicago District Pipeline Co. 
Docket No. G—1756 


On August 7, 1951, Chicago District Pipeline Co. (applicant) filed with the 
Commission an application, which was amended on January 29, 1952, for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of certain natural- 
gas transmission pipeline facilities as hereinafter described. A supplement to 
the amended application was filed on March 25, 1952. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 15, 1952, respecting the matters involved and the issues presented by the 
application, as amended. No protest to the application or the amended appli- 
cation has been received. 

In its amended application filed on January 29, 1952, applicant proposes the 
construction and operation of a 30-inch pipeline commencing at a point on the 
existing 20-inch Joliet-Volo pipeline of Texas Illinois Natural Gas Pipeline Co. 
(Texas Illinois) south and east of the city of Elgin, Ill. and extending easterly 
a distance of approximately 12.4 miles to a point of connection with the gas 
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distribution system of Public Service Co. of Northern Ill. (Public Service) at 
Elmhurst Road and Howard Street, extended, in Oak Grove Township, Cook 
County, Ill., (northwest of Chicago), said 30-inch line to be known as applicant’s 
“Howard Street line.” 

The record shows that the proposed facilities are required to transport natural 
gas from the 20-inch Joliet-Volo pipeline of Texas Illinois to meet the estimated 
increased requirements of Public Service in the area northwest of the city 
of Chicago, Ill.’ Applicant represents that surveys indicate that this area can 
be served most conveniently and economically from said line of Texas Illinois. 
The proposed pipeline, applicant states, is part of an overall system expansion 
program to meet the increased requirements of applicant’s existing customers, 
and when additional supplies of gas become available, applicant proposes to 
extend the pipeline herein proposed eastward approximately 13 miles to provide 
additional gas for the distribution systems of its present customers, Public 
Service and Peoples Gas Light and Coke Co. (parent of applicant). Peoples 
distributes mixed gas in the city of Chicago. 

Applicant estimates that between 35,000 M. c. f. and 66,000 M. c. f. per day 
of natural gas will be delivered to Public Service through the proposed facilities 
through the 1955-56 winter season, and that the approximate ultimate capacity 
of the proposed facilities when looped and extended 13 miles to connect with 
Peoples, will be 523,000 M. c. f. per day. No new customers are proposed 
to be served by means of the proposed facilities. 

The estimated cost of the proposed facilities is $1,650,000, which applicant 
proposes to finance by funds to be borrowed from its parent company, The 
Peoples Gas Light and Coke Co. 

The Commission finds: 

(1) Applicant, an Illinois corporation, having its principal place of business 
at Joliet, Ill., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Illinois, transporting natural 
gas in interstate commerce in Illinois, and by such operations applicant is 
engaged in the transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of February 3, 1943, in docket No. G-289, 3 F. P. C. 911. 

(2) The facilities hereinbefore described which applicant proposes to con- 
struct and operate are proposed to be used for the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 C. F. R. 1.52 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
tinal decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described by applicant are required by the public convenience and necessity and 

1 Applicant will transport the gas for Public Service, and ultimately for Peoples Gas 


Light and Coke Co., under the same arrangement by which applicant now transports gas 
for those companies through its existing facilities. 
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a certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the amended application filed 
on January 29, 1952, as supplemented, for the transportation of natural gas 
as therein set forth. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: May 20, 1952. Issued: May 21, 1952. 





Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Reserve No. 2838 





Docket No. DA-417—Idaho—James B. Morris 


An application was filed by James B. Morris of Bliss, Idaho for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
with respect to the following described land: Boise meridian, Idaho: T. 10 §&., 
R. 18 E., sec. 4, lot 2 (27.30 acres. ) 

The subject land lies contiguous to the right bank of Snake River at the 
site of the Twin Falls plant of the Idaho Power Co. and is reserved in power 
site reserve No. 283 created by Executive order on June 27, 1912, and portions 
of this land were included in project No. 18, of Idaho Power Co. on December 
11, 1920. 

While the major portion of the tract lies within the boundaries of project 
No. 18, less than one-eighth of it is occupied by project structures, and the 
greatest portion lies well above the 3560 elevation which is the maximum 
flood contour. 

The abutment of the dam; a few acres are subject to flowage and the 132 
kilovolt Shoshone Falls-American Falls transmission line traverses a portion 
of the subject land. Enlargement of the Twin Falls development would not 
materially affect the land because it lies above and beyond the escarpment of 
Snake River. 

Pending possible future further power development use of the land for 
agricultural and grazing purposes as contemplated will not injure or destroy 
the power value. 

Interested Federal officials have reported upon the application. 

The Commission determines: 

(A) The value of the land above described will not be injured or destroyed 
for purposes of power development by selection or entry under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, 
as amended; provided, however, that the right of the United States, its per- 
mittees or licensees to use the land for power purposes shall be specifically 
reserved ; that no use shall be made by others which will in any way interfere 
or be inconsistent with the use of the land by the United States, its permittees 
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or licensees for power purposes; that any structures, machinery, or improve- 
ments placed thereon which shall be found to interfere with power development 
shall be removed or relocated as may be necessary to eliminate interference 
with such development without expense to the United States, its permittees 
or licensees; and that the United States, its permittees or licensees shall not 
be held liable for any damage to structures, machinery or improvements placed 
thereon resulting from construction, operation or maintenance of hydroelectric 
power facilities authorized by the United States. 

(B) The above described land remains in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal order of restoration, 
and no preference right to the land is acquired by the filing of the application 
for restoration or by virtue of this action taken by the Commission. 

Adopted: May 20,1952. Issued: May 21, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 87 and Projects Nos. 137, 525, and 707 
Docket No. DA-—765-California—Hattie Belle Bearce 


An application was filed by Hattie Belle Bearce, of Pine Grove, Calif., for 
restoration to mineral entry, requiring a determination under section 24 of 
the Federal Power Act with respect to the following-described land: Mount 
Diablo meridian, California; T. 7 N., R. 13 E., sec. 33, NW%4%. Area: 160 acres. 

The land is crossed by the North Fork Mokelumne River and is withdrawn 
in power site reserve No. 87 dated July 2, 1910, based on temporary power site 
withdrawal of December 15, 1909. Portions of the land which were also reserved 
pursuant to the filing of an application for a license for Federal power project 
No. 707, a transmission-line project to which the Commission’s general deter- 
mination of April 17, 1922, is applicable, are occupied for transmission-line pur- 
poses under Department of the Interior permit; other portions of the land were 
also reserved pursuant to the filing of an application on August 9, 1924, for a 
license for federal power project No. 525 for the rights-of-way of the Upper 
and Lower Standard Canals, which canals have been replaced by the Blectra 
Tunnel for federal power project No. 137 which uses portions of the land; and 
portions of the land within the canal rights-of-way are being used for an access 
road and control circuit right-of-way in connection with project No. 137. 

It does not appear that the land will be used for additional power development 
in the future, except its possible use in connection with minor changes in 
existing power structures and the land may be used for other purposes, as 
hereinafter provided, concurrently with its use for power purposes without 
injuring materially its power value. 

Interested Federal and State officials have reported on the application. 

Pursuant to application for a highway right-of-way, the Commission on October 
3, 1950, determined (DA-680-California) that the value of the affected portion 
of the land in the EY.NW% and in the SWYNWY, sec. 33, T. 7 N., R. 13 E., 
Mount Diable meridian, California, among other lands, not already legally oc- 
cupied by virtue of rights acquired prior to withdrawal of the lands for power pur- 
poses would not be injured or destroyed for purposes of power development by 
location thereon of the proposed highway right-of-way, subject to the provisions 
of section 24 of the Federal Power Act, subject to valid existing rights, and sub- 
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ject to the stipulation that if and when the lands are required for purposes of 
power development by the United States or its permittees or licensees, the trans- 
feree of the proposed highway right-of-way shall relocate and reconstruct at 
its own expense as much of the highway as may be necessary to avoid inter- 
ference with such power development. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended; provided, however, that the right of the United States, its permittees 
or licensees to use the land for power purposes shall be specifically reserved ; 
that no use shall be made by others which will in any way interfere or be 
inconsistent with the use of the land by the United States, its permittees or 
licensees for power purposes; that any structures, machinery, or improvements 
placed thereon which shall be found to interfere with power development 
shall be removed or relocated as may be necessary to eliminate interference 
with such development without expense to the United States, its permittees or 
licensees; and that the United States, its permittees or licensees shall not be 
held liable for any damage to structures, machinery, or improvements placed 
thereon resulting from the construction, operation or maintenance of hydro- 
electric power facilities authorized by the United States. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of 
the application for restoration or by this action taken by the Commission with 
respect to the land. 

idopted: May 20,1952. Issued: May 21, 1952. 


Supplemental order authorizing issuance of securities 
Iowa Power & Light Co. 
Docket No. E-6424 


By order entered May 14, 1952, the Commission authorized Iowa Power & 
Light Co. (applicant), to issue and sell through competitive bidding $10,000,000 
principal amount first mortgage bonds, series due 1982, subject to the provisions, 
among others, as set forth in paragraph (C) of that order reading as follows: 

(C) The proposed issuance and sale of the first mortgage bonds shall 
not be consummated until: 

(i) The applicant shall have amended its application by filing the data 
and information specified in section 34.2 (k) (2) (i) of the Commission's 
rules in accordance with the last sentence of section 34.2 (k) (2) (ii) there- 
of, and the applicant shall have further amended its application pursuant 
to the requirements of section 34.2 (k) (3), of the rules relating to com- 
pliance with competitive bidding requirements and section 34.2 (k) (4) 
relating to the affiliation, and shall have filed the amendments required by 

these two latter sections or shall have mailed them and advised the Com- 
mission by telephone and telegraph as contemplated by section 34.9 of 
the rules. 
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(ii) The Commission shall have approved the interest rate, the price to 
be received by the applicant and the initial offering price, if any, of the 
bonds, by a further order. 

The applicant on May 21, 1952, filed an amendment pursuant to the require- 
ments of the order of May 14, 1952, setting forth that it proposes to accept 
as representing the lowest cost of money to it, the bid of Halsey, Stuart & Co., 
Inc., to purchase the aforementioned first mortgage bonds at a price to applicant 
of 101.34 and an interest rate of 3% percent. The initial offering price to the 
public by the successful bidder will be 101.98 to yield 3.15 percent. 


The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of 
paragraph (C) of the order of May 14, 1952, and under the bid it proposes 
to accept the price to be paid to the applicant for the bonds, the interest rate 
thereon, and the initial offering price to the public are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized will be for a lawful object within the corporate powers of the appli- 
cant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service and is 


reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant for the bonds, the interest rate 
thereon, and the initial offering price to the public are approved as reasonable. 

(B) The proposed issuance of bonds, referred to above, upon the terms and 
conditions and for the purposes specified in the application as supplemented 


by the data referred to above, hereby is authorized, subject only to the provi- 
sions of paragraphs (E), (F) and (G) of the Commission's order of May 14, 1952. 
Adopted: May 22,1952. Issued: May 22, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 475. 
Docket No. DA—419-Idaho—W. M. Gillette 


An application was filed by W. M. Gillette of Osburn, Idaho, for restoration 
to entry, requiring a determination under section 24 of the Federal Power Act, 
with respect to the following described land: Boise meridian, Idaho: T. 48 N., 
R. 2 W., Sec. 10, lot 1 (38.16 acres). 

The land described is withdrawn, along with other lands in the vicinity, in 
power site reserve No. 475 created by Executive order of February 11, 1915. 

The subject land is located on the shore of a small lake in the Coeur d’Alene 
River Valley about 15 miles above Coeur d’Alene Lake, the water level of which 
is controlled by a dam at Post Falls on the Spokane River, operated by the 
Washington Water Power Co. Operation of the said dam for power purposes 
by the company causes some of the land to be flooded, which otherwise would 
not be, at various periods of the year. 

Interested Federal officials have reported upon the application and State 
officials have made no protest to the granting of the application. 

The Commission determines : 

(A) The value of the above-described land will not be injured or destroyed 
for purposes of power development by location, entry or selection under the 


304039-—57——66 


































1006 FEDERAL POWER COMMISSION 





public land laws, subject to the provisions of section 24 of the Federal Power 
Act, as amended; Provided, however, that the right of the United States, its 
permittees or licensees to use the land for power purposes shall be specifically 
reserved; that no use shall be made by others which will in any way interfere 
or be inconsistent with the use of the land by the United States, its permittees 
or licensees for power purposes ; that any structures, machinery, or improvements 
placed thereon which shall be found to interfere with power development shall 
be removed or relocated as may be necessary to eliminate interference with 
such development, without expense to the United States, its permittees or 
licensees; and that the United States, its permittees or licensees, shall not be 
held liable for any damage to structures, machinery or improvements placed 
thereon resulting from construction, operation or maintenance of hydroelectric 
power facilities authorized by the United States. 

(B) The above described land remain in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal order of restoration, 
and no preference right to the land is acquired by the filing of the application 
for restoration, or by virtue of this action taken by the Commission. 

Adopted: May 23,1952. Isswed: May 27, 1952. 












Order authorizing issuance of securities 
Kansas Gas & Electric Co. 
Docket No. E-6425 


Kansas Gas & Electric Co. (applicant), a corporation organized and existing 
under the laws of the State of West Virginia, qualified to do business in the 
State of Kansas, and having its principal business office at Wichita Kans., filed 
an application on April 23, and amendments thereto on May 1, 12 and 23, 1952, 
for an order, pursuant to section 204 of the Federal Power Act (act), authoriz- 
ing the issuance of 200,000 shares of no par value common stock and $12,000,000 
principal amount of first mortgage bonds. 

Applicant proposes to issue $12,000,000 principal amount of its first mortgage 
bonds, 1 percent series due 1982 under its mortgage and deed of trust dated 
as of April 1, 1940, to Guaranty Trust Co. of New York and Oliver R. Brooks 
(successor individual trustee), as Trustees, as supplemented and to be supple- 
mented by fourth supplemental indenture to be dated as of June 1, 1952. 

Applicant proposes on or about May 30, 1952, publicly to invite sealed written 
proposals for the purchase of the common stock and bonds. All bids submitted 
in response to such public invitation will be opened on or about June 10, 1952. 
Applicant proposes to accept the bids providing it with the highest price for 
the common stock and the lowest annual cost of money for the bonds. The 
bidder for the bonds will be required to specify the interest rate in multiples 
of % percent and the price, which must not be lower than 100 percent nor 
higher than 102%4 percent, of the principal amount. 

The proceeds from the issuance of the securities referred to above are to be 
used to provide a portion of the funds required for the construction or acquisi- 
tion of permanent improvements, extensions and additions to the generating 
and transmission capacity of the system of applicant. It is also proposed to 


use about $2,700,000 of the proceeds in the acquisition of facilities of Eastern 
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Kansas Utilities, Inc., as contemplated by the agreement of April 30 and supple- 
mented September 5, 1951 between applicant and Kansas City Power & Light 
Co. referred to in the Commission’s order of December 11, 1951, in docket 
No. E-6356. On May 16, 1952, a joint application was filed by Kansas Gas & 
Electric Co. and Eastern Kansas Utilities, Inc., docket No. E-6429, requesting 
authorization for the former to purchase and for the latter to dispose of such 
facilities. 

Applicant estimates the expense incident to the issuance of the above se- 
curities will approximate $150,000 of which $41,500 is associated with the 200,000 
shares of common stock and $108,500 with the first mortgage bonds. 

Written notice of the application has been given to the State Corporation 
Commission of Kansas, and to the Governor of that State. Notice of the ap 
plication was also published in the Federal Register on April 30, 1952 (17 F. R. 
3836), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before May 
14, 1952. No protest, or petition or request to be heard in opposition to the 
granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission's order entered Novem- 
ber 29, 1949, In the Matter of Kansas Gas and Electric Company, docket No. 
E-6243, 8 F. P. C. 1318. 

(2) The proposed issuance of common stock and bonds is an issuance of se- 
curities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the Act. 

(4) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by applicant of service as a public utility, and which will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance of 200,000 shares of common stock and first mort- 
gage bonds, in the aggregate principal amount of $12,000,000, upon the terms and 
conditions and for the purposes specified in the application, hereby is authorized 
subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of § 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and § 34.2 (k) (4) of the rules, relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by § 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the applicant 
of the common stock and the interest rate and the price to be received by the 
applicant for the bonds, by further order. 
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(C) This order shall not be deemed to be any authorization for the transfer 
of the facilities, referred to above, which matter is pending before the Commis- 
sion in docket No. E-6429 and subject to further order of the Commission. 

(D) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of this order. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 


counts, valuation, estimates or determination of cost, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 


Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 

Commissioner Doty not participating. 


Adopted: May 27,1952. Issued: May 28, 1952. 


Findings and order issuing certificate of public convenience and necessity, 
granting permission to abandon by sale, and modifying certificate orders 


Texas Eastern Transmission Corp., South Jersey Gas Co., Jersey Central Power 
& Light Co., and New Jersey Natural Gas Co. (formerly County Gas Co.) 


Docket Nos. G—1003, G—-1012, G-1289, G-1896, G—1897 


On February 25, 1952, Jersey Central Power & Light Co., applicant, docket No. 
G-1896 (Jersey Central), filed an application, and supplements thereon on March 
27, 1952, April 8, April 21, April 24, and April 25, 1952, respectively, pursuant to 
section 7 (b) of the Natural Gas Act, for an order permitting and approving 
abandonment by sale of all of its gas properties, facilities, franchises, privileges 
and rights, to New Jersey Natural Gas Co. (New Jersey Natural), formerly 
County Gas Co., in connection with an order of the Securities and Exchange Com- 
mission dated December 28, 1951, directing General Public Utilities Corp. to 
dispose of gas properties owned and operated by applicant, a corporate subsidiary. 

On February 26, 1952, New Jersey Natural at docket No. G—1897, filed an 
application, and supplements thereto on April 4, April 10, April 15, April 16, April 
21 and April 25, 1952, respectively, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing (1) the 
acquisition and operation of the natural-gas facilities of Jersey Central, and (2) 
the construction and operation of a metering station at East Brunswick Town- 
ship, Middlesex County, N. J., for the purpose of selling gas to Jersey Central for 
use in its Sayreville electric generating plant on the Raritan River. 

The natural-gas facilities considered by Jersey Central to be subject to Com- 
mission jurisdiction proposed to be abandoned by sale by Jersey Central, and 
acquired and operated by New Jersey Natural, are described by geographical 
divisions in the manner of operation by Jersey Central: 

(1) Southern Division: (a) 28.75 miles of 8-inch I. D. gas transmission pipe- 
line extending from a point of connection with transmission pipeline facilities of 
the South Jersey Gas Company at Estellville, Atlantic County, N. J., to a point of 
connection with the existing pipeline facilities of Jersey Central at points near 
Sea Isle City, and Cape May Court House. 
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(2) Coast Division: (a) Approximately 39.4 miles of 10%4-inch O. D. pipeline 
extending from a point of connection with natural-gas transmission facilities of 
Texas Eastern Transmission Corporation at a point south of Bound Brook, N. J., 
thence southeasterly to the gas manufacturing plant of Jersey Central in Long 
Branch, N. J. 

(3) Northern Division: (a) 1.6 miles of 65¢-inch natural-gas transmission 
pipeline (authorized to be constructed at docket No. G-1702), extending in a 
northwesterly direction from a point of connection with the transmission pipe- 
line of Algonquin Gas Transmission Co. in Parsippany-Troy Hills Township, 
Morris County, N. J., to a point of connection with existing facilities of Jersey 
Central situated in Danville Township, Morris County, N. J. 

On April 25, 1952, there was filed a supplement to the application, which, 
among other things, stated that the name of the applicant at docket No. G-1897 
had been changed from County Gas Company to New Jersey Natural Gas 
Company. 

By order of the Commission issued May 9, 1952, the proceedings in docket Nos. 
G-1896 and G—1897 were consolidated for the purpose of hearing with dockets 
Nos. G—1008, G-1012, G-1289 and G—1319.* These last four dockets were re- 
opened on the Commission’s own motion for the sole purpose of determining 
whether the name, “New Jersey Natural Gas Co.” should be substituted for 
“Jersey Central Power & Light Co.” in orders at those dockets relating to the 
delivery and sale of natural gas to Jersey Central Power & Light Co. 

Pursuant to Commission order of May 8, 1952, and after due notice to interested 
parties of record, including publication in the Federal Register on May 14, 1952, 
(17 F. R. 4896), a public hearing was held commencing May 14, 1952, respecting 
the matters involved and the issues presented by the application, supplements 
thereto, and matters of record presented on hearing. 

At the conclusion of the hearing, applicants with concurrence of staff counsel 
requested by motion waiver and omission of the intermediate decision procedure. 
It is appropriate for carrying out the provisions of the Natural Gas Act that the 
intermediate decision procedure be omitted. 

New Jersey Natural proposes to acquire by purchase from Jersey Central, in 
accordance with their contract of December 3, 1951, all gas equipment, trans- 
mission pipeline facilities, franchises, contracts, and production, manufacturing, 
and distribution facilities, together with all rights, privileges, and properties re- 
lating to the gas operations of Jersey Central, and thereafter to operate the 
properties and facilities so acquired, in conjunction with its existing business and 
operations, principally in Monmouth County, N. J. 

New Jersey Natural further proposes to construct and operate a metering 
station at East Brunswick Township, and to sell natural gas to Jersey Central at 
that point on an interruptible basis for use in the latter's electric generating 
plant at Sayreville, N. J. The facilities and service proposed will provide an 
interruptible type of gas service to Jersey Central for its electric generating 
plant, regarding which the Commission by order issued on June 15, 1950, In the 
Matter of Jersey Central Power & Light Company, docket No. G-1228, 9 F. P. C. 
848, modified its order issued on September 28, 1949, so as to permit Jersey 
Central to utilize its transmission facilities from a point of connection with the 
interstate pipeline facilities of Texas Eastern Transmission Corp. to a point of 
connection on its system with a lateral pipeline to its electric generating plant. 

1The Commission by order issued May 14, 1952, rescinded so much of its order issued 
May 9, 1952, consolidating proceedings as related to docket No. G—-1319. 
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The Northern division, situated in Morris County, N. J., distributes manufac- 
tured gas. However, New Jersey Natural contemplates this division will be 
converted to straight natural gas as soon as practicable. 

The Coast division, situated in Monmouth and Ocean Counties, N. J., distrib- 
utes mixed gas, but New Jersey Natural anticipates this division will be en- 
tirely converted to the distribution of 1,030 Btu natural gas during 19522. This 
division receives a supply of natural gas through a 10-inch I. D. gas transmission 
pipeline, extending from Jersey Central’s Long Branch manufactured gas plant, 
approximately 39.4 miles to the transmission pipeline facilities of Texas Eastern 
Transmission Corp. in Somerset County, N. J. This transmission pipeline was 
authorized to be constructed and operated by Jersey Central under certificate 
orders of the Commission issued (1) September 28, 1949, In the Matter of Jersey 
Central Power & Light Company, at docket No. G—1228, 9 F. P. C. 848, and (2) 
March 18, 1952, In the Matter of Jersey Central Power & Light Company, at docket 
No. G-1832. Natural gas supplies for the division are obtained from Texas 
Eastern Transmission Corporation pursuant to opinion and order 8 F. P. C. 139, 
issued February 18, 1949, at docket No. G—1003, and to opinion and order, issued 
February 27, 1951, at docket No. G-1012, 10 F. P. C. 35. 

The Southern division, situated in Cape May County, N. J., distributes straight 
natural gas, supplied to Jersey Central by South Jersey Gas Co. pursuant to 
Commission order issued April 28, 1950, at docket No. G—1289, and through 
natural-gas facilities authorized to be constructed and operated by Jersey Cen- 
tral by order of the Commission issued August 16, 1950, In the Matter of Jersey 
Central Power & Light Co., Docket No. G—1392, 9 F. P. C. 1025. 

In addition to the natural-gas facilities authorized to be constructed and 
operated by Jersey Central, it appears that the following pipelines in the 
Southern and Coast divisions, referred to above, are being utilized for the 
transportation of natural gas produced outside the State of New Jersey to 
points of local distribution in the State. 

Coast Division: 

(1) 14.0 miles of 12-, 10-, 8- and 6-inch high pressure pipeline extending from 
Long Branch Gas Plant in Long Branch, N. J. to Belmar Gas Plant in Belmar, 
N. J. 

(2) 4.7 miles of 6- and 4-inch pipeline extending from Belmar Gas Plant in 
Belmar, N. J., to a point on the 6-inch pipeline between Manasquan and Brielle, 
N. J. 

(3) 15 miles of 8- and 6-inch pipeline extending from a point between Man- 
asquan and Brielle to Toms River Gas Plant, Toms River, N. J. 

(4) 29 miles of 3- and 6-inch pipeline extending from the Toms River Gas 
Plant to the Tuckerton Gas Plant in Tuckerton, N. J. 

(5) 15.2 miles of 6- and 4-inch pipeline extending from Belmar Gas Plant 
in Belmar, N. J., to Adelphia, N. J. 

(6) 9.8 miles of 6- and 3-inch pipeline extending from a point on the 6-inch 
pipeline north of Manasquan to the Lakewood Gas Plant in Lakewood, N. J. 
Southern Division: 

(7) 10.7 miles of 6- and 4-inch pipeline extending from Sea Isle City Gas 
Plant, Sea Isle City, N. J., to the Ocean City Gas Plant, Ocean City, N. J. 

(8) 6.5 miles of 4- and 3-inch pipeline extending from Cape May Court House 
to gas plant between Stone Harbor and Avalon, N. J. 


*The Peehala District of the Coast division uses no natural gas and will not be con- 
verted to the use of natural gas. 
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(9) 13.3 miles of 6- and 4-inch pipeline extending from Cape May Court House 
to Cape May City gas plant, Cape May, N. J. 

(10) 6.2 miles of 6-inch pipeline extending from the Wildwood Gas Plant, 
Wildwood, N. J., to a point on the 6-inch pipeline extending from Cape May 
Court House to Cape May City gas plant. 

(11) 2.5 miles of 4-inch pipeline extending from a point on the 6-inch pipeline 
between Cape May Court House and Cape May City Gas plant, to North 
Cape May. 

The acquisition and operation of the natural-gas facilities, subject to the 
jurisdiction of the Commission, and the purchase of the gas production, trans- 
mission, and distribution facilities, franchises, contracts, rights and privileges 
by New Jersey Natural from Jersey Central is being proposed pursuant to an 
order of the Securities and Exchange Commission, /n the Matter of General 
Public Utilities Corporation, dated December 28, 1951. That order, among other 
things, requires General Public Utilities Corporation to divest itself of gas 
properties owned and operated through the medium of Jersey Central, a corpo- 
rate subsidiary. To accomplish divesture as directed by the Securities and 
Exchange Commission order, an agreement of sale, dated December 3, 1951, 
was negotiated with New Jersey Natural as the highest bidder, providing for 
a base sale price of $13,757,385.7: 
of the contract. 

The purchase price and other cash requirements of New Jersey Natural are 
proposed to be financed from the sale of (1) first mortgage bonds, 4% percent, 
series A, due 1977, in the principal amount of $12,500,000, (2) placement of 
bank notes in the amount of $2,000,000, and (3) the sale of 106,000 units each 
consisting of 1 share of $20 par value cumulative preferred stock 6 percent 
series; 2 shares of $10 par value common stock, and 1 common stock purchase 
warrant, at a price of $46.75 per unit, the proceeds of the sale of such units to 
be $4,955,500. <A total sum aggregating $19,455,500 is expected to be realized 
from the sale of all securities. Five institutional investors have agreed to 
purchase the first-mortgage bonds, and Allen & Co., a New York underwriting 
firm, has made placement of bonds and notes and has agreed to purchase 
and handle the distribution of the preferred stock, common stock and warrants. 
Registration statements filed with the Securities and Exchange Commission 
indicate that the units will be publicly offered. 

From the aggregate sum of $19,455,500, New Jersey Natural proposes to 
make disbursements for the following purposes and in the following amounts: 
adjusted purchase price, $15,230,618.40; reimbursement of Jersey Central con- 
version expenditures, $796,964.24; redemption of County Gas (predecessor of 
New Jersey Natural) first mortgage bonds, $1,651,311; retirement of serial note, 
$132,250; cash outlay to convert Coast and Northern Divisions, $660,000; con- 
struction requirements, $300,000; fixtures and furniture, $75,000; appliance mer- 
chandise, $250,000; working capital $500,000; general engineering, accounting 
and legal expenses, $295,000, inclusive of $62,500 placement fee to Allen & Co., 
underwriters; New Jersey State taxes, $457,392.32. An unexpended balance of 
$22,000 will remain after the stated disbursements are made. 

As presently constituted, New Jersey Natural is a relatively small company 
serving an area of approximately 90 square miles in Monmouth and Middlesex 
Counties, N. J. Operating revenues in 1951 amounted to about $1,059,000, of 
which 84 percent represented sales to residential customers. Net income for 
that year was approximately $108,000. After completion of the proposed acqui- 
sition New Jersey Natural will have a long term debt of $14,500,000, represent- 
ing 68.6 percent of total capitalization, capital stock and surplus in an amount 


~ 


, subject to adjustment according to the terms 
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representing $6,509,821, or 31.4 percent of total capitalization. Total capitali- 


zation will be $20,758,821. 
Projected income and cash flow of New Jersey Natural have been estimated 
for the years 1952-1956, and are stated to be as follows: 


Net operating revenues (after Fed. ine. 

taxes @ 52 percent =e $1, 102,000 | $1, 230,100 | $1, 273,600 | $1, 299, 500 | $1, 321, 900 
Income deductions Ist mtge interest ‘ 531, 250 531, 250 300 507, 350 491, 400 
Serial note interest a 90, 500 81, 300 72, 000 61, 100 51, 000 
Other... os ‘ wi 16, 700 16, 700 16, 700 16, 700 16, 700 


Total Sistine : 638, 450 629, 250 612, 000 585, 150 559, 100 





Net income 463, 550 600, 850 661, 600 714, 350 762, 800 
Preferred dividends ‘ 120, 000 120, 000 120, 000 120, 000 120, 000 
Balance for common and surplus 343, 550 480, 850 541, 600 594, 350 642, 800 


Times earned after Fed. inc. taxes: 


ist mtge interest 2.07 2. 32 2. 43 2. 56 2.71 
lst mtge and serial note interest -_- 1.78 2.01 2.14 2. 29 2. 46 
Times preferred dividends earned. . 3. 86 5. 00 5. 50 5. 95 6.35 


The Public Service Commission of the State of New Jersey in an order 
dated April 23, 1952, In the Matter of the Application by Jersey Central Power € 
Light Company for Approval of the Sale of its Gas Properties, Facilities, Fran- 
chises, Rights and Privileges to County Gas Company (now New Jersey Natural), 
docket No. 6023, approved the sale of Jersey Central's properties to New Jersey 
Natural. In a companion proceeding, docket No. 6151, the New Jersey com- 
mission, by order of April 23, 1952, granted approval to County Gas Co. of 
its plan to issue securities, redeem bonds, issue and sell notes, issue and sell 
preferred and common stock and common stock purchase warrants, change 
common stock from no par to par value, acquire the gas properties of Jersey 
Central Power & Light Co., and to change its name to New Jersey Natural 
Gas Co. 

The record in this proceeding indicates that James B. Abrams and Irving 
Koerner, vice presidents and directors of New Jersey Natural, maintain offices 
in conjunction with those of Allen & Co., the underwriting firm awarded the 
underwriting contract covering the issuance and placement of $12,500,000 in 
serial A bonds, $2,000,000 of bank notes, and 106,000 units of stock (1 preferred, 
2 common and 1 purchase warrant) at a price of $46.75 per unit. The officers 


of New Jersey Natural have disclaimed the existence of any business affiliation 
with Allen & Co., describing their relationship as consisting of a series of 
joint ventures, each business deal being a new venture. Further disclaimer 
is made as to any past, or present or as to any intended future participation in 
fees paid or to be paid to Allen & Co. in connection with the underwriting and 
placement of these securities. 

The provisions of section 12 of the Natural Gas Act make it unlawful for any 
officer or director of any natural-gas company to receive for his own benefit, 
directly or indirectly, any money or thing of value in respect to the negotiation, 
hypothecation, or sale by such natural-gas company of any security issued, or 
to be issued, by such natural-gas company, or to share in any of the proceeds 
thereof, or to participate in the making or paying of any dividends, other than 
liquidating dividends of such natural-gas company from any funds properly 
included in capital account. 
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In addition to the testimony of record relating to section 12 of the Natural 
Gas Act, to the effect that James B. Abrams and Irving Koerner are not and 
will not participate in the underwriting and placement fees to be paid to Allen 
& Co., these persons have filed affidavits with the Commission reiterating the 
statements made orally on the record. We will assume, therefore, that these 
persons who are vice presidents and directors of the New Jersey Natural will 
act in accordance with the assurances given the Commission, and will not act 
in a manner which would contravene the provisions of the Natural Gas Act. 

The Commission finds: 

(1) Jersey Central Power & Light Co., applicant at docket No. G—-1896, a New 
Jersey corporation having its principal place of business at Asbury Park, N. J., 
owns and operates, among other facilities, a natural-gas transmission pipeline 
system located in the State of New Jersey, and by such operations applicant 
is engaged in the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued September 28, 1949, docket No. G-—1228, 9 
F. P. C. 843. 

(2) The properties described in the applications in docket Nos. G—1896 and 
G-1897 include facilities used in the transportation of natural gas in interstate 
commerce, and the abandonment by sale of such facilities to New Jersey Natural 
Gas Co. is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act; similarly their acquisition and operation by New Jersey Na- 
tural and its construction and operation of metering facilities are all subject 
to the requirements of subsection (c), (d), and (e) of section 7 of the Natural 
Gas Act. 

(3) New Jersey Natural Gas Co., applicant at docket No. G-1S97, a New 
Jersey corporation having its principal place of business at Atlantic Highlands, 
N. J., owns and operates, among other facilities, a natural-gas transmission pipe- 
line system located in the State of New Jersey, and by such operations is engaged 
in the transportation of natural gas in interstate commerce subject to the juris- 
diction of the Commission, and is therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order issued June 9, 1949, docket No. G—-1174, 8 F. VP. C. 915. 

(4) The proposed abandonment by sale by Jersey Central of the natural gas 
facilities enumerated hereinafter, and the acquisition and operation thereof by 
New Jersey Natural are in the public interest; and permission and approval to 
abandon, and authorization to acquire and operate the same should be given 
as hereinafter ordered and conditioned. The natural-gas facilities are described 
as follows: 

(i) 28.75 miles of S-inch I. D. gas transmission pipeline extending from a point 
of connection with transmission pipeline facilities of the South Jersey Gas Co 
at Estellville, Atlantic County, N. J., to a point of connection with the existing 
pipeline facilities of Jersey Central at points near Sea Isle City and Cape May 
Courthouse. 

(ii) Approximately 39.4 miles of 10°%4-ineh O. D. pipeline extending from a 
point of connection with natural-gas transmission facilities of Texas Eastern 
Transmission Corp. at a point south of Bound Brook, N. J., thence southeasterly 
to the gas manufacturing plant of Jersey Central in Long Branch, N. J. 

(iii) 14.0 miles of 12-, 10-, 8- and 6-inch high pressure pipeline extending from 
Long Branch Gas Plant in Long Branch, N. J., to Belmar gas plant in Belmar, N. J. 
(iv) 4.7 miles of 6- and 4-inch pipeline extending from Belmar Gas Plant in 
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Belmar, N. J., to a point on the 6-inch pipeline between Manasquan and Brielle, 
N. J. 

(v) 15 miles of 8- and 6-inch pipeline extending from a point between Manas- 
quan and Brielle to Toms River gas plant, Toms River, N. J. 

(vi) 29 miles of 3- and 6-inch pipeline extending from the Toms River Gas 
Plant to the Tuckerton gas plant in Tuckerton, N. J. 

(vii) 15.2 miles of 6- and 4-inch pipeline extending from Belmar gas plant in 
Belmar, N. J., to Adelphia, N. J. 

(viii) 9.8 miles of 6- and 3-inch pipeline extending from a point on the 6-inch 
pipeline north of Manasquan to the Lakewood Gas Plant in Lakewood, N. J. 

(ix) 10.7 miles of 6- and 4-inch pipeline extending from Sea Isle City gas plant, 
Sea Isle City, N. J., to the Ocean City gas plant, Ocean City, N. J. 

(x) 6.5 miles of 4- and 3-inch pipeline extending from Cape May Courthouse 
to gas plant between Stone Harbor and Avalon, N. J. 

(xi) 13.3 miles of 6- and 4-inch pipeline extending from Cape May Courthouse 
to Cape May City gas plant, Cape May, N. J. 

(xii) 6.2 miles of 6-inch pipeline extending from the Wildwood Gas Plant, 
Wildwood, N. J., to a point on the 6-inch pipeline extending from Cape May 
Courthouse to Cape May City gas plant. 

(xiii) 2.5 miles of 4-inch pipeline extending from a point on the 6-inch pipe- 
line between Cape May Courthouse and Cape May City Gas Plant, to North 
Cape May. 

(5) Applicant, New Jersey Natural, is able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) It is appropriate for carrying out the provisions of the Natural Gas Act 
to modify the orders of the Commission at docket Nos. G-1003, G—1012, and G- 
1289, by substituting the name of “New Jersey Natural Gas Co.” in lieu of 
“Jersey Central Power & Light Co.”, wherever the name of “Jersey Central Power 
& Light Co.” may appear therein. 

(7) The present and future public convenience and necessity permit the aban- 
donment by sale of the facilities of Jersey Central described in finding (4) 
thereof. 

(8) The acquisition and operation by New Jersey Natural of the facilities 
described in finding (4) hereof and the construction and operation of a metering 
station at East Brunswick Township for the sale and delivery of gas to Jersey 
Central are required by the present and future public convenience and necessity. 

The Commission orders: 

(A) Jersey Central Power & Light Co. be and it is hereby granted permission 
and approval to abandon by sale to New Jersey Natural Gas Co. the facilities 
described in finding 4 above, upon the terms and condition of this order. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued to New Jersey Natural Gas Co. to construct and operate the fa- 
cilities described in its application filed in docket No. G-1897, and to acquire 
and operate the facilities abandoned by sale by Jersey Central, as described 
in finding 4 above. 

(C) Opinion and ordet, issued February 18, 1949, at Docket No. G—1003, 8 
F. P. C. 139, opinion and order, issued February 27, 1951, at Docket No. G—1012, 
10 F. P. C. 35, and order issued April 29, 1950, at Docket No. G—-1289 be and the 
same are hereby modified by substituting the name of “New Jersey Natural Gas 
Co.” in lieu of “Jersey Central Power & Light Co.” in said opinion and orders. 

(D) Applicants shall report to the Commission, in writing and under oath, 
within 30 days hereof, the effective date of the abandonment by sale by Jersey 
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Central, and the date of acquisition and operation by New Jersey Natural, to- 
gether with the date of commencement of operation thereof and shall likewise 
report the dates of construction within 30 days after completion thereof. 

(E) The certificate issued hereby to New Jersey Natural Gas Co. is not 
transferable, and shall be effective only so long as it shall continue the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission. 

Commissioner Doty not participating. 

Adopted: May 27,1952. Issued: May 28, 1952. 


Order granting permission under balance sheet accounts instruction 6-EB to 
amortize charges associated with refunded bonds 


Atlantie City Electric Co. 
Docket No. E-6426 


Atlantic City Electric Co. (applicant) on March 26, 1952, filed an applica- 
tion with the Commission under balance sheet accounts instruction 6-E of the 
uniform system of accounts prescribed for public utilities and licensees for 
permission to amortize charges associated with bonds refunded in November 
1950 over a period subsequent to the date of redemption of such bonds. 

On November 15, 1950, the company sold $18,400,000 principal amount of 
first mortgage bonds, 2% percent Series “A” due November 1, 1980 at a price 
of 102.049 percent of the principal amount. The premium received of 2.049 per- 
cent amounted to $377,016 and selling expenses amounted to $47,946.32, or a 
net of $329,069.68. The proceeds from the sale of this issue were used to re- 
deem $18,400,000 principal amount of first mortgage bonds, 34% percent series 
due January 15, 1964, which were called on November 21, 1950 at a price of 
103 percent of the principal amount. 

The expenses associated with the bonds redeemed in November 1950 are as 
follows: 


Call premium__---~-- ihe cr at il all coos $552, 000. 00 
Expenses in connection with refunding__- - aie 290. 98 
Unamortized balance of discount and expense on bonds refunded 176, 842. 99 


Duplicate interest ch tases a is 49, 833. 33 


iittala iuidulestaistaaaiah ose éa 778, 967. 30 


Less: Special amortization in 1950 equal to savings in Federal 

income tax arising from refunding transaction__--______ a 327, 168. 42 
Net amount, after taxes, of duplicate bond interest, written off in 

es tk oececiata tac cralemecechanedinel caccianie ataihiae 28, 903. 33 


Net expense__-__- sii aes a a 422, 895. 55 


The applicant is at present amortizing the above balance of $422,895.55 over 
what would have been the remaining life of the bonds which were redeemed in 
1950, or until January 15, 1964. As of March 31, 1952, $43,844.57 of the amount 
had been amortized in this manner leaving a balance of $379,050.98 still to be 
amortized. However, at a conference held on March 14, 1952, between repre- 
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sentatives of the applicant and the Commission staff, a tentative agreement was 
reached, subject to Commission approval, and embodied in the present applica- 
tion that the amount of $379,050.98 remaining in account 146, Other deferred 
debits as of March 31, 1952, be written off beginning April 1, 1952, at the rate of 
$3,750 monthly, or $45,000 on an annual basis. At this rate the remaining charges 
will be completely disposed of in slightly less than 8% years, which compares 
favorably with the period in which the interest savings resulting from the refund- 
ing of the bonded debt would equal the amount of the charges to be amortized. 

In response to an inquiry by the Commission, the Board of Public Utility Com- 
5, 1952, offered no 
objection to the applicant’s plan for expediting amortization of the refunding 
charges referred to above. 


missioners in the State of New Jersey by a letter dated May 


The Commission finds: 

Good and sufficient cause has been shown why permission of the Commission 
should be granted as hereinafter ordered for amortization of the amount of 
$379,050.98, referred to above, by monthly charges of $3,750 to account 531, 
Amortization of debt discount and expense beginning April 1, 1952, provided 
that applicant may accelerate the amortization of such sum if it desires to do so. 

The Commission orders: 

Permission is hereby granted to the applicant to dispose of the above amount 
of $379,050.98, referred to above, by monthly charges of $3,750 to account 531, 
Amortization of debt discount and expense beginning April 1, 1952, provided that 
applicant may accelerate the amortization of such sum if it desires to do so. 
idopted: May 27, 1952. Issued: June 3, 1952. 









Findings and order issuing certificate of public convenience and necessity, 



























permitting abandonment and dismissing rate proceedings 
United Gas Pipe Line Co. 
Docket Nos, G—1750, G—1S860, G—1873 


On July 18, 1951, United Gas Pipe Line Co. (United) filed with the Commission 
un application, at docket No. G-1750, pursuant to section 7 of the Natural Gas 
Act, for a certificate of public convenience and necessity, authorizing United to 
transport through its Carthage-Sterlington pipelines, volumes of natural gas up 
to approximately 55,000 M. ¢. f. per day for the account of Southern Natural Gas 
Company (Southern). The gas to be transported by United for Southern is to 
be purchased by Southern from Southern Production Co. in the Carthage 
Field, Tex. 

On January 9, 1952, United filed an application, at docket No. G-1873, pursuant 
to section 7 of the Natural Gas Act, for permission and approval to abandon in 
part service theretofore rendered through said Carthage-Sterling pipeline, by 
reducing the volume of natural gas sold and delivered to Southern from approxi- 
mately 115,000 M. ¢. f. per day to 60,000 M. ec. f. per day. The 115,000 M. ec. f. 
per day is being sold by United to Southern under its existing contract dated 
September 7, 1945.’ This contract is due to expire in 1965. 

On November 26, 1951, United tendered for filing a sales contract with South- 


ern, dated May 7, 1945, superseding the September 7, 1945 contract, and pro- 

1 This contract provides that United shall supply Southern with 26 percent of Southern’s 
line requirements as long as such gas is available to United from the Carthage field. 
United has been able to deliver to Southern a maximum of about 115,000 M. c. f. per day 
from the Carthage field which was 26 percent of Southern’s line requirements in 1948. 
Those requirements are now in excess of 550,000 (T. 50) M. c. f. per day. 
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viding for the reduction in the sales volume from 115,000 M. c. f. per day to 
60,000 M. c. f. per day, at an increase in rates amounting to $1,265,790 for the 
reduced volume of gas. This sales contract terminates in 1965. The new con- 
tract, with the supplements thereto, were suspended by order of the Commission 
of December 21, 1951, at docket No. G—-1860. On February 1, 1952, United 
tendered for filing a transportation agreement, dated May 7, 1951, providing 
for the transportation of the 55,000 M. ¢. f. per day for the account of Southern, 
as hereinabove referred to. This transportation agreement and the supplements 
thereto were suspended by order of the Commission of February 28, 1952, at 
said docket No. G-1860. Concurrently, there was filed and suspended a supple- 
mental agreement between United and Southern reducing the volume of gas to 
be sold under the existing sales contract from 115,000 M. ec. f. per day to 60,000 
M. ec. f. per day, leaving the old rates in effect, pending the taking effect of the 
new sales contract. 

Pursuant to the order of the Commission, a hearing was held on these con- 
solidated proceedings on March 17, 1952. The intermediate decision procedure 
was waived by order of the Commission of March 27, 1952. Oral argument was 
held before the Commission on May 5, 1952. 

At the oral argument, counsel for United agreed to apply the same rates per 
M. ec. f. under its existing sales contract with Southern to the reduced volumes 
of gas proposed to be sold to Southern, and to apply a rate of 38 cents per M. ec. f. 
of billing demand per month as the transportation charge in lieu of the proposed 
45 cents per M. c. f. of billing demand per month under the proposed transporta- 
tion contract. 

United is currently purchasing from Southern Production Co. the latter’s gas 
production in the Carthage field. Southern has an option to purchase such gas 
from Southern Production Co., and Southern has notified Southern Production 
Co. of its intent to exercise said option. Southern Production Co. correlatively 
has the right to cancel its sales contract for such gas with United. 

By order of the Commission of May 18, 1950, at docket No. G-1308, Southern 
was issued a certificate of public convenience and necessity authorizing it, 
among other things, to construct and operate 5.8 miles of 85 inch pipe line, and 
29 miles of 12*%4-inch pipe line to connect its system with the Carthage field in 
order to secure the Southern Production gas. Additionally, Southern was au- 
thorized at said docket No. G—1308 to construct and operate approximately 78.1 
miles of 14-inch line looping its Logansport line to transport the additional 
volumes of Southern Production gas. The new arrangement between Southern 
and United, providing for the same total of 115,000 M. ¢. f. per day transported 
and sold and delivered by United to Southern at the latter’s receiving station 
in the Monroe, La., field, will obviate the necessity for construction of the above- 
named facilities, estimated in 1950 to cost approximately $4,000,000, authorized 
at docket No. G—1308. 

The record further shows that the aforementioned contract between United 
and Southern Production is subject to cancellation by Southern Production upon 
6 months’ notice at any time after January 1, 1950. Southern Natural has 
indicated it will use its option to obtain the Southern Production gas for itself. 
If the Commission did not authorize the proposed rearrangement, however, 
Southern Natural would not take up its option for the Southern Production gas. 
(TR. 151). In that event, Southern Production could dispose of its gas as it 
sees fit. Thus a denial by the Commission of the proposed rearrangement would 
mean that the Southern Production gas might be lost to both Southern Natural 
and United. It is clear that, without the Southern Production gas, United 
might not be able to maintain deliveries of 115,000 M. c. f. per day to Southern 
Natural from Carthage and still meet its other obligations from Carthage, which 
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include substantial deliveries to Texas Eastern Transmission Corp., Mississippi 
River Fuel Corporation and local markets in Texas and Louisiana. 

Under the proposed new arrangements Southern Natural will be the sole 
recipient of the Southern Production gas for the life of the latter’s reserves in 
the Carthage Field and Southern Natural will concurrently reduce its takes 
from United under the proposed new contract with United. Thus Southern 
Natural obtains the same total daily quantities of Carthage gas as it is now 
receiving and United is simultaneously relieved of a part of its obligation to 
Southern to the benefit of United’s other customers, previously mentioned. 

It is reasonable to assume that in the long run Southern will obtain more gas 
out of the proposed rearrangement than it could receive under the present ar- 
rangement, and that United’s other customers will benefit indirectly therefrom. 
Accordingly the proposals by United to abandon service to Southern Natural 
and to transport gas for Southern Natural are found to be in the public interest. 

The Commission finds: 

(1) United Gas Pipe Line Co., a Delaware corporation, having its principal 
place of business in Shreveport, La., owns and operates a natural-gas trans- 
mission pipeline system located in the States of Texas, Louisiana, Mississippi, 
Alabama and Florida. By such operations, United is engaged in the transpor- 
tation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of November 10, 1942, In the 
Matter of United Gas Pipe Line Company, Docket No. G-232, 3 F. P. C. 863. 

(2) United Gas Pipe Line Co. proposes to use its Carthage-Sterlington line 
to transport in interstate commerce for the account of Southern Nat. Gas Co. for 
resale by the latter in interstate commerce, volumes of natural gas to be pur- 
chased by Southern in the Carthage Field of Texas, and such transportation by 
United is subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. 

(3) United is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Public convenience and necessity require the transportation of natural 
gas through United’s Carthage-Sterlington line as hereinbefore described, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) The proposed abandonment of service hereinbefore rendered by United 
to Southern through the Carthage-Sterlington line is subject to the requirements 
of subsection (b) of section 7 of the Natural Gas Act. 

(6) Public convenience and necessity permit the abandonment of service 
heretofore described, and permission and approval therefor should not be 
granted as hereinafter ordered and conditioned. 

(7) In view of the agreement made by counsel for United at the oral argu- 
ment to reduce the level of the rates in the new sales contract and in the trans- 
portation contract, the issuance of the certificate to transport and the permis- 
sion to abandon hereunder should be made subject to the express conditions that 
not less than 30 days prior to the commencement of service under the trans- 
portation agreement and commencement of service of the reduced volumes of 
gas proposed to sell under the sales contract, United shall file: 

(a) A new transportation agreement with Southern, satisfactory to the Com- 
mission, which shall provide a transportation rate of 38 cents per M. ec. f. of 
billing demand per month. 

(b) A new sales agreement with Southern, satisfactory to the Commission, 
which shall provide a 38 cents per M. c. f. per month demand component and a 
5 cents per M. ec. f. commodity component. 
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(8) In view of the foregoing, the rate filings heretofore suspended at docket 
No. G-1860 should be dismissed. 

(9) The Commission having omitted the intermediate decision procedure, the 
Commission should forthwith render, pursuant to section 1.30 (d) of the Com- 
mission’s rules of practice and procedure, the final decision in these proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued, authorizing United Gas Pipe Line Co. to transport through its Carthage- 
Sterlington line, upon the terms and conditions of this order, all as more fully 
described in the application at docket No. G-1750, the volumes of natural gas 
therein contemplated for the account of Southern Natural Gas Co. 

(B) Permission and approval be and the same are hereby granted to United 
to abandon in part its service to Southern through its Carthage-Sterlington 
line, all as more fully described in the application at docket No. G—1873, upon 
the terms and conditions of this order. 

(C) The issuance of the certificate to transport and the permission to abandon 
hereunder are granted upon the express conditions that not less than 30 days 
prior to commencement of service under the transportation agreement and com- 
mencement of service of the reduced volumes of gas proposed to be sold under 
the sales contract under the proposed abandonment of service United shall file, 
pursuant to part 154 of the Commission’s rules and regulations: 

(a) A new transportation agreement with Southern, satisfactory to the 
Commission, which shall provide a transportation rate of 38 cents per M. ec. f. 
of billing demand per month. 

(b) A new sales agreement with Southern, satisfactory to the Commission, 
which shall provide a 38 cents per M. c. f. per month demand component and a 
5 cents per M. c. f. commodity component. 

(D) The rate filings at docket No. G—1860 be and the same are hereby 
dismissed. 

(E) United shall report to the Commission, in writing and under oath, the 
date of commencement of service under the transportation and reduce sales 
volumes authorized hereunder. 

(F) The certificate of public convenience and necessity issued hereunder is 
not transferable and shall be effective only so long as United continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders hereinbefore or hereafter 
issued by the Commission. 

Commissioner Doty not participating. 


Adopted: May 27,1952. Issued: June 3, 19852. 


Findings and order issuing a certificate of public convenience and necessity 
Gas Lateral Co. 
Docket No. G—1809 


Ov June 14, 1950, the Commission issued an order accompanying the opinion 
in docket No. G-1246, 9 F. P. C. 105, issuing a certificate of public convenience 
and necessity to Texas Illinois Natural Gas Pipeline Co. (Texas Illinois). Said 
order provided, inter alia, that Texas Illinois sell and deliver up to 3,514 M. ec. f. of 
natural gas per day to Illinois Power Co. (Illinois Power) for distribution in 
the communities of Mt. Vernon and Centralia, Ill. 
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On September 10, 1951, the Commission issued a certificate of public con- 
venience and necessity, in docket No. G—1669, to Texas Lllinois authorizing it, 
inter alia, to sell and deliver up to 400 M. ¢. f. of natural gas per day to Illinois 
Power for distribution in the communities of Shattuc, Sandoval, and Junction 
City, lll. 

On October 10, 1951, Gas Lateral Co. (Gas Lateral), an Illinois corporation 
having its principal place of business at 134 East Main Street, Decatur, IIL, 
filed an application, as supplemented on January 14, 1952; amended and sup- 
plemented on February 14, 152; supplemented on May 7, 1952 ; and supplemented 
on May 15, 1952, for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act authorizing: 

(1) The construction and operation of an 8-inch gas pipeline, approximately 
6.8 miles in length, extending from a point of connection with the natural-gas 
pipeline of Texas Illinois near Hoffman, IL, to a point of connection with the 
facilities of Illinois Power at 14th Street and Walnut Avenue in Centralia, IIL, 
together with a regulator station and certain related facilities ; and 

(2) The acquisition by purchase from Illinois Power and the operation as a 
natural gas pipeline of approximately 20 miles of 4-inch pipeline extending be- 
tween Centralia and Mt. Vernon, IIL, interconnecting Illinois Power's presently 
existing gas distribution facilities in said communities. 

Gas Lateral is a wholly owned subsidiary of Illinois Power. By means of the 
facilities which it proposes to construct, acquire, and operate, Gas Lateral pro- 
poses to transport natural gas from the pipeline of Texas Illinois to the facilities 
of Lilinois Power for ultimate distribution by the latter in the City of Centralia, 
and the community of Mt. Vernon. 

Gas Lateral estimates the total overall capital cost of constructing the proposed 
Hoffman-Centralia natural-gas pipeline and related facilities will be approxi- 
mately $213,000. Gas Lateral proposes to acquire the Centralia-Mt. Vernon 
natural-gas pipeline from Illinois Power for a total purchase price of $40,869. 


The cost of the Hoffiman-Cent ralia natural-gas pipeline is to be financed by the 
sale to Illinvis Power of 1,150 shares of common stock of Gas Lateral for a 
consideration of $115,000, and by a cash advance of $98,000 from Illinois Power. 


The purchase price of Illinois Power's existing Centralia-Mt. Vernon pipeline 
is proposed to be considered as an advance by illinois Power to Gas Lateral and 
shall be repaid by Gas Laieral out of its net earnings. 

Gas Lateral does not propose to transport natural gas for distribution by 
Illinois Power in the communities of Shattuc, Sandoval, and Junction City, Il. 
Gas Lateral states in its application, as amended and supplemented, that “It is 
impossible to specify a definite time when natural gas service can be commenced 
in the communities of Junction City, Sandoval, and Shattue * * *.” 

In the May 7, 1952, supplement to its amended application, Gas Lateral filed 
a proposed I. P. C. Gas Tariff, original volume No. 1 containing the terms and 
conditions upon which it proposes to transport natural gas sold by Texas Illinois 
to Illinois Power. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Gas Lateral, upon construction, acquisition and operation of the natural 
gas facilities hereinbefore described, will be engaged in the transportation of 
natural gas in interstate commerce, and will be a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore referred to, the subject of the application 
herein, will, upon completion, acquisition, and operation, be used for the trans- 
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portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction, acquisition, and operation thereof are 
subject to the requirements of subsection (c) and (e) of section 7 of the Natural 
Gas Act, as amended. 

(3) Gas Lateral is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules, and regulations of the Commission 
thereunder. 

(4) The proposed construction, acquisition, and operation of the facilities 
by Gas Lateral are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Gas Lateral having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of rule 1.32 (b) (18 C.F. R. 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission 
forthwith to render its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Gas Lateral to acquire, construct, and operate the 
facilities hereinbefore described, all as more fully described in the application 
in these proceedings and exhibits appended thereto, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Gas Lateral shall report to the Commission, in writing and under oath, 
the completion dates of the construction and acquisition of the facilities herein- 
before described and the final total costs thereof, together with the dates of 
commencement of operation of the facilities hereinbefore described. 

(C) Gas Lateral is authorized to transport not more than 3,514 M. ec. f. of 
natural gas per day in accordance with the terms and conditions of its proposed 
F. P. C. gas tariff, original volume No. 1. 

(D) This certificate is not transferable and shall be effective only so long 
as Gas Lateral continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations, or orders heretofore issued by the Commission. 

Commissioner Doty not participating. 

Adopted: May 27, 1952. Issued: May 29, 1952. 


Determination under Section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 223 
Docket No. DA-423-Idaho—Dell Yant 


An application was filed by Dell Yant, of Challis, Idaho, for revocation of 
the power withdrawal with respect to the following-described land, requiring 
a determination under section 24 of the Federal Power Act with respect thereto: 
Boise meridian, Idaho: T. 13 N., R. 19 E., sec. 10, lot 5. Area: 15.60 acres. 

The land is located upon the left bank of the Salmon River approximately 
914 miles upstream from the proposed McNabbs Point dam site, formerly re- 
ferred to as the Challis dam site, and is withdrawn in power site reserve No. 223 
approved November 12, 1911, and modified July 1, 1913. 

The site would have to be developed by a dam greater than 175 feet in height 
in order to flood any portion of the land. The reservoir created by such a 
structure would inundate the resort town of Beardsley Hot Springs, consider- 


304039—57——67 
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able irrigated land, approximately 9 miles of U. S. Highway No. 93, and portions 
of numerous county highways, so that the cost of acquisition of the lands for 
the reservoir would probably be high. A dam 200 feet high would not only 
necessitate the relocation of several additional miles of highways as well as 
a couple of bridges, but would flood all of the land in lot 5. 

No plans contemplating development of the land in the near future are known. 

Interested federal officials have recommended restoration of the land to entry 
subject to the provisions of section 24 of the Federal Power Act and state 
officials have interposed no objection to the application. 

The Commission finds: 

(1) Inasmuch as the land is valuable for power purposes, it should not be 
relinquished unconditionally. 

(2) Inasmuch as use of the land for power purposes does not appear im- 
mineni, and use of the land in the meantime for other purposes, including its 
use for grazing purposes as contemplated by the applicant, will not materially 
injure its power value, a determination as hereinafter provided is justified. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of 
the application for restoration or by this action taken by the Commission with 
respect to the land. 

Adopled: May 27,1952. Issued: June 3, 1952. 


Order suspending proposed rate schedules 
Texas Eastern Transmission Corp. 
Docket No. G—1964 


On May 1, 1952, Texas Eastern Transmission Corp. (Texas Eastern) filed 
its proposed F. P. C. gas tariff, first revised volume No. 1, and proposed first 
revised sheets 77 and 78 to its F. P. C. gas tariff, original volume No. 2, which, 
unless suspended, will become effective June 1, 1952, and will result in an 
increase of approximately $41,800,000, based on estimated sales for the calendar 
year 1953, to its resale customers. 

By such tariff and rate schedules, Texas Eastern proposes to increase the 
rate level of each of its present firm services provided by the DCQ, CS and 
SGS rate schedules, as well as of its E rate schedules for emergency service, 
and of the X-—12 rate schedule under which it sells storage gas to New York 
State Natural Gas Corp. 

If allowed to become effective, the proposed changes in rates would increase 
the average charges to each of Texas Eastern’s resale customers, commencing 
June 1, 1952, by approximately 10 cents to 14 cents per M. c.f. The distribution 
of such increase among Texas Eastern’s customers for the calendar year 1953 
is shown in appendix A to this order. 

Texas Eastern proposes other changes in some of its existing rate schedules 
as well as in other provisions of the tariff, including the general terms and 
conditions and form of service agreement. Additionally, Texas Eastern pro- 
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poses to eliminate its I-1 rate schedule, which provides an interruptible service. 

It does not appear that the proposed increase in rates and charges and changes 
in tariff provisions have been supported as required by section 4 (e) of the 
Natural Gas Act, and such increase and changes in tariff provisions may be 
unjust, unreasonable, unduly discriminatory or preferential or otherwise unlaw- 
ful, and may place an undue burden upon ultimate consumers of natural gas. 

All of Texas Eastern’s 42 resale customers, as well as twelve interested regu- 
latory agencies, were invited to submit comments with respect to the application 
for the proposed changes in rates. Responses were received from 20 customers 
and 4 regulatory agencies. Generally, these object to the rate increase, to 
certain tariff provisions, or request the Commission to suspend the proposed rate 
schedules. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act and to aid in the enforcement thereof in the public interest, that the Com- 
mission enter upon a hearing, pursuant to the authority contained in section 
4 (e) thereof, concerning the lawfulness of the proposed rates, charges, classifi- 
cations or services and, pending such hearing and decision thereon, that the 
operation of Texas Eastern’s F. P. C. gas tariff, first revised volume No. 1, and 
first revised sheets 77 and 78 to F. P. C. gas tariff, original volume No. 2, be 
suspended and the use thereof deferred as provided by the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place and at a date to be fixed by 
further order of the Commission concerning the lawfulness of the rates, charges, 
classifications or services, subject to the jurisdiction of the Commission, as 
set forth in Texas Eastern’s proposed F. P. C. gas tariff, first revised volume 
No. 1, and proposed first revised sheets 77 and 78 to its F. P. C. gas tariff, original 
volume No. 2. 

(B) Pending such hearing and decision thereon, Texas Eastern’s F. P. C. 
gas tariff, first revised volume No. 1, and first revised sheets 77 and 78 to its 
F, P. C. gas tariff, original volume No. 2, be and the same are hereby suspended 
and their use deferred until November 1, 1952, and until such further time as 
such tariff and revised sheets may be made effective in the manner prescribed 
by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission’s rules of 
practice and procedure. 

Commissioner Doty dissenting. 


Adopted: May 29,1952. Issued: May 29, 1952. 


Dory, Commissioner, dissenting: 

I would reject Texas Eastern Transmission Corp.’s proposals to increase its 
rates and charges on June 1, 1952, approximately $42,000,000. 

Texas Eastern makes no claim that its existing rates are presently inadequate 
nor does it allege that it will incur costs in the amount claimed, or in any 
part thereof, either at June 1, 1952, or at November 1, 1952 when, unless the 
proceeding is concluded at an earlier date, the proposed increase will become 
effective, presumably, under bond. On the contrary, it is clear from the data 
filed and Texas Eastern’s own allegations that the proposal to increase rates 
is based upon costs that Texas Eastern may incur sometime in the year 1953. 
The conjectural nature of the claims upon which the proposal to increase rates 
is bottomed is illustrated by the fact that a substantial part of the increase 
represents estimated fixed and operating costs associated with the construction 
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and operation of approximately $29,000,000 of facilities for which this Commis- 
sion has yet issued no certificate of public convenience and necessity; the ap- 
plication therefor having been filed on April 24, 1952. Thus, suspension and 
hearing under section 4 (e), instead of providing the Commission with the 
essential facts of actual operating results adjusted for known changes, which 
the Commission has consistently held is the only proper basis for fixing rates 
for the future, would result in extensive proceedings involving conjecture and 
speculation regarding future operations and costs. 

I believe that the mandate of the Natural Gas Act that utilities initiate and 
maintain just and reasonable rates is not met by Texas Eastern’s proposal, 
and I do not believe that the Commission’s power to suspend alters that con- 
clusion. Such a proposal, I think, may not be filed at all. 

Because I would reject Texas Eastern’s proposal, for the same reasons I 
would reject the proposals of the Ohio Fuel Gas Co. (docket No. G—1965), 
Manufacturers Light and Heat Co. (docket No. G-1967) and Home Gas Co. 
(docket No. G-1966) and, accordingly, have dissented in those cases from the 
action taken by the Commission. 


Date E. Dory, Commissioner. 
May 29, 1952. 


Date of Issuance: May 29, 1952. 


Appenpix A.—Tevras Eastern Transmission Corp. Comparison of Revenues Under 
Pre sent and Pr oposed Rates Estimated for Year 19538 


Revenues 
es > i 
] Increase | — 
Present Proposed 
rates | rates 


Algonquin Gas Transmission Co........-.- a se $10, 975, 831 | $14, 869, 580 $3, 893, 749 | 
Arkansas-Missouri Power Corp... im | 589, 951 651, 459 | 61, 508 
Associated Natural Gas Co i ; 324, 692 412, 183 87, 491 
Belmont, Town of-_. bie inate a a 1, 740 1, 982 242 
Carnegie Natural Gas Co y a 958,470 | 1,305, 363 346, 893 
Chambersburg, City of , 110 | 15, 334 
City Gas Co. aia . 2, 880 | 62, 797 
County Gas Co x 34, 364 614, 668 
Consumers Gas Co-.-- suiteeihinnmed 34, 199 152, 870 
East Ohio Gas Co._-.-- | 14, 250, | 19, 404, 253 
Equitable Gas Co_..---- neonatal 3, 879, 579 | 5, 283, 783 
Fulton Gas Co 3, 279 3, 735 
Illinois Electric & Gas Co__---- iiakbstbupideataumiubae 55, § | 178, 823 
Indiana Gas & Water Co., Inc i aeusne , 789 | 160, 405 2, 
Jersey Central Pr. & Lt. Co se , 006 1, 939, 645 491, 639 
Lafayette, City of ee 3,3 3, 811 464 
Lawrenceburg, City of. nabbeiemtinle , 11 11, 526 1, 408 
Lebanon, City of.. sees ioiaiesneanicnicipaeieiialaiaiae 913 13, 569 1, 657 
Manufacturers Lt. & Heat Co. | 11, 197,360 | 15,115,709 | 3, 918, 349 
Mid South Gas Co- sniteaeal sia 9, 328 21, 669 2, 340 
Missouri Utilities Co a ae 76, 77. 526, 487 49, 709 
- ational Gas & Oil Corp 21, 416 1, 935, 891 514, 475 

New York & Richmond Gas Co | 331, 42% 497, 665 166, 242 
New York State Natural Gas C orp 319, 032 | 15, 269, 701 3, 950, 669 
Norris City, Village of......-. suabineaicbiemapeadiaies 1, 645 1, 870 228 
Ohio Fuel Gas Co : 9, 389, 532 | 26,407,045 | 7,017, 513 
Ohio Valley Gas Corp 26, 258 37, 304 11, 046 
Oran, City of. . cio 2, 63 2, 991 366 
Patoka Development Corp............-.-- a , 62: 3, 729 1, 104 
Peoples Natural Gas Co_.-..---.--- : on 10, 521, 788 2, 797, 604 
Permian Oil & Gas Co_........----- wishin chiatric 2, 622 3, 729 1, 104 
Philadelphia Electric Co nbata 2,033,160 | 2,723, 457 690, 297 
Philadelphia Gas Works Co a ia .| 7,488,571 | 10,504,800 | 3,016, 229 
Public Service Elec. & Gas Co | 4,312,399 | 5,836,335 | 1, 523, 936 
Red Bay, Town of = 3, O11 3, 430 419 
Shippensburg Gas Co | , 222 3, 066 S44 
Somerset, City of... sietatiadtesatind scncidiecanes copii 24, 76 35, 177 | 10, 416 
Southeastern Illinois Gas Co_-- al 37, 957 | 45, 767 7, 810 
Tennessee Gas Co hinted 9, 703 | 11, 054 1, 351 
Texas Gas Transmission Corp......-...--- | 8, 279,7 12, 981,540 | 4,701,840 
United Natural Gas Co , 415,986 | 6,014,343 | 1, 598, 357 

’ i 27, 784 | 174, 719 | 46, 935 
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Order suspending proposed rate schedule 
The Ohio Fuel Gas Co. 


Docket No. 





G-1965 






On May 1, 1952, The Ohio Fuel Gas Co. (Ohio Co.) filed first revised sheet No. 
7 toits F. P. C. gas tariff, first revised volume No. 1, which is proposed to become 
effective June 1, 1952, and would increase the charges for the sale of natural 
gas for resale by $2,166,435 annually, or 11.5 percent, based on estimated sales 
for the twelve months ended May 31, 1953. 

Under the presently existing rate schedule, which is in effect under bond in 
docket No. G-1786,’ the monthly demand charge is $1.75 and the commodity 
charge is 25.5 cents per M. ec. f. The proposed rate schedule would leave the 
demand charge at $1.75 but would increase the commodity charge to 30 cents 
per M. ec. f. 

In support of the proposed increase in rates, Ohio Co. states: 


* * * the difference between the rates herein proposed and those now 
being collected under bond by reason of proceedings at docket No. G-1786 
is attributable to the increase in cost of gas purchased from Texas Eastern 
Transmission Corp. * * * Accordingly, it is requested that * * * (the) 
Company be permitted to make effective the rates * * * and to collect the 
same * * * at the same time as the increased rates of Texas Eastern * * * 


become payable * * * (by the) Company. (parentheses supplied) 





The Commission has this day suspended until November 1, 1952, and until 
such further time as the proposal may be made effective in the manner prescribed 
by the Natural Gas Act, the application of Texas Eastern Transmission Corp. 
for an increase in rates to which Ohio Co. refers and upon which its justification 
for its proposed increase depends. In view of the foregoing, it does not appear 
that the proposed increase in rates and charges and tariff provisions have been 
supported as required by section 4 (e) of the Natural Gas Act, and such increase 
and changes in tariff provisions may be unjust, unreasonable, unduly discrimina- 
tory or preferential or otherwise unlawful, and may place an undue burden upon 
ultimate consumers of natural gas. 

The Dayton Power and Light Co., The Cincinnati Gas & Electric Co., and 
West Ohio Gas Co., sharing 92.5 percent of the proposed increase, the City of 
Lancaster, Ohio, and The Lake Gas Co. have filed objections to the proposed 
increase. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act to enter upon a hearing, pursuant to the authority contained in section 4 (e) 
thereof, concerning the lawfulness of the proposed rates, charges, classifications 
or services and, pending such hearing and the decision thereon, that the operation 
of F. P. C. gas tariff, first revised volume No. 1, be suspended and the use thereof 
deferred as provided by the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place to be fixed by further order of the 
Commission, concerning the lawfulness of the Ohio Fuel Gas Company’s first re- 
vised sheet No. 7 to its F. P. C. gas tariff, first revised volume No. 1. 


1The proposed increase is in addition to an estimated $1,270,000 annual increase which 
is being collected under bond in docket No. G—1786. 
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(B) Pending such hearing and decision thereon, the Ohio Fuel Gas Company’s 
first revised sheet No. 7 to its F. P. C. gas tariff, first revised volume No. 1, be and 
the same is hereby suspended and its use deferred to November 1, 1952, and until 
such further time as the first revised sheet No. 7 may be made effective in the 
inanner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 C. R. F. 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

Dory, Commissioner, dissenting: For the reasons set forth in my dissent in 
Texas Eastern Transmission Corporation, Docket No. G—1964, I dissent in this 
ease. Supra, p. 1023. 

Adopted: May 29, 1952. Issued: May 29, 1952. 


Order suspending proposed tariff 
Home Gas Co. 
Docket No. G—1966 


On May 1, 1952, Home Gas Co. filed its proposed F. P. C. gas tariff, first revised 
volume No. 1, to become effective June 1, 1952, which, if permitted to become 
effective, would increase the charges for the sale of natural gas for resale to 
seven customers’ by 21 percent annually, or $1,241,999, based on a 12-month 
period ending May, 1953. 

Home Gas Company’s present tariff contains a single rate schedule which is 
available for firm general service. The rate, in demand and commodity form, 
is $2.50 per M.c.f. per month for billing demand and 32.2 cents per M.c. f. for 
all gas delivered. Billing demand is defined as the greatest daily volume delivered 
during the 12 months ended with the current billing month. The minimum charge 
is the demand charge. 

Under the proposed tariff there would continue to be one rate schedule, avail- 
able for firm service, which is designated “contract demand service.” The monthly 
demand charge would be increased from $2.50 to $3 per M. c. f. and the commodity 
charge from 32.2 cents to 39 cents per M. c. f. The billing demand would be defined 
as the largest day’s volume taken on any day during the 12 months ending with 
the billing month but not greater than the contract demand but not less than 
90 percent thereof. The minimum charge would continue to be the demand 
charge, but at the increased rate. 

Approximately 50 percent of the proposed increase in rates and charges repre- 
sents an expected increase in the cost of gas purchased from an affiliate, the 
Manufacturers Light and Heat Co., on June 1, 1952; Manufacturers having applied 
for an increase in rates partly on its expectation that its cost of gas purchased 
would increase on June 1, 1952, because its supplier, Texas Eastern Transmission 
Corp., had filed for an increase in rates to become effective June 1, 1952. The 
Commission has today suspended Manufacturers’ application for an increase 
in rates and has suspended Texas Eastern’s application for a rate increase until 
November 1, 1952, and until such further time as the proposal may be made 
effective in the manner prescribed by the Natural Gas Act. 


1 Binghamton Gas Works (affiliate), the Keystone Gas Co., Inc. (affiliate), Central Hud- 
son Gas & Electric Corp., Empire Gas and Fuel Company, Ltd., the New York State Electric 
and Gas Corp., Rockland Gas Co., Inc., Rockland Light and Power Co. 
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In addition to the increase in the rates and charges, Home Gas Company’s 
proposed tariff involves other changes in the provisions of its present tariff. 
Generally, under its present tariff, the service agreements provide for entire 
requirements service with specific ceilings on volumetric obligations. Home Gas 
Co. now proposes to place all of its customers on a contract demand basis with 
the contract demand becoming one of the factors determining the billing demand. 
Also, the tariff proposes to restrict to 500 M. c. f. per day the resale of gas for 
boiler fuel. 

It does not presently appear that the proposed increase in rates and charges 
and changes in tariff provisions have been supported as required by section 4 (e) 
of the Natural Gas Act and such increase in rates and changes in tariff provisions 
may be unjust, unreasonable, unduly discriminatory or preferential. 

The New York Public Service Commission and five of Home Gas Company’s 
seven customers oppose the proposed increase in rates and charges, and three 
of the five customers also oppose other changes in the tariff provisions. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act to enter upon a hearing, pursuant to the authority contained in section 4 (e) 
thereof, concerning the lawfulness of the proposed rates, charges, classifications 
or services and, pending such hearing and the decision thereon, that the opera- 
tion of F. P. C. gas tariff, first revised volume No. 1, be suspended and the use 
thereof deferred as provided by the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place to be fixed by further order of the 
Commission, concerning the lawfulness of Home Gas Company’s proposed F. FP. C. 
gas tariff, first revised volume No. 1. 

(B) Pending such hearing and decision thereon, Home Gas Company’s F. P. C. 
gas tariff, first revised volume No. 1, be and the same is hereby suspended 
and its use deferred until November 1, 1952, and until such further time as such 
tariff may be made effective in the manner prescribed by the Natural Gas 
Act. 

(C) Interested State commissioners may participate as provided by Sections 
1.8 and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission’s rules of 
practice and procedure. 

Dory, Commissioner, dissenting: For the reasons set forth in my dissent in 
Texas Eastern Transmission Corp., docket No. G—1964, I dissent in this case. 
Supra, p. 1023. 


Adopted: May 29, 1952. Issued: May 29, 1952. 


Order suspending proposed tariff 
The Manufacturers Light & Heat Co. 
Docket No. G-—1967 


On May 1, 1952, the Manufacturers Light & Heat Co. (Manufacturers) filed its 
proposed F. P. C. gas tariff, first revised volume No. 1, to become effective June 1, 
1952, providing for an increase in the charges for sales of natural gas for re- 
sale of $2,169,344, or 14.2 percent per year based on sales for the 12-month 


period ending May 31, 1953. 
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Manufacturers’ present rates consist of a monthly demand rate of $2 per 
M. c. f. and a commodity rate of 24.5 cents per M. c.f. The billing demand is the 
largest day’s delivery during the 12 months ended with the current billing 
month. 

Under the proposed tariff the demand charge would remain at $2 per M. c. f. 
per month. The commodity charge, however, would be increased from 24.5 cents 
to 29.3 cents per M. ec. f. and the billing demand would be the higher of 90 percent 
of the contract demand or the largest day’s volume taken on any day during 
the 12 months ending with the billing month, but not in excess of the con- 
tract demand. 

In addition to the increase in the rates and charges, Manufacturers’ proposed 
tariff involves other changes in the provisions of its present tariff. Under 
Manufacturers’ present tariff the service agreements provide for entire re- 
quirements service with specific ceilings on Manufacturers’ volumetric obliga- 
tions. Manufacturers now proposes to place all of its customers on a contract- 
demand basis, with the contract demand becoming one of the factors deter- 
mining the billing demand. Also, the tariff proposes to restrict to 500 M. c. f. 
per day the resale of gas for boiler fuel. 

The proposed increase in rates and charges is based almost entirely on an- 
ticipated increases in the cost of gas purchased. Approximately 45 percent there- 
of represents Manufacturers’ expectation that its cost of purchased gas would 
increase on June 1, 1952, because one of its suppliers of gas, Texas Eastern Trans- 
mission Corp., filed for an increase in rates to be effective that date. We 
have, however, today suspended Texas Eastern’s application until November 1, 
1952, and until such further time as the proposal may be made effective in the 
manner prescribed by the Natural Gas Act. 

It does not presently appear that the proposed increase in rates and charges 
and changes in tariff provisions have been supported as required by section 
4 (e) of the Natural Gas Act, and such increase in rates and charges and 
changes in tariff provisions may be unjust, unreasonable, unduly discriminatory 
or preferential. 

The Public Service Commission of New York has advised the Commission of 
its opposition to the proposed increase and of its intention to intervene in any 
proceedings relating thereto. Acme Natural Gas Co. objects to the proposed 
change in the determination of the billing demand. Five other customers? have 
advised of their intention to intervene. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act to enter upon a hearing, pursuant to the authority contained in section 
4 (e) thereof, concerning the lawfulness of the proposed rates, charges, classifica- 
tions or services and, pending such hearing and the decision thereon, that the 
operation of F. P. C. gas tariff, first revised volume No. 1, be suspended and 
the use thereof deferred as provided by the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held at a time and place to be fixed by further order 
of the Commission, concerning the lawfulness of manufacturers’ proposed F. P. C. 
gas tariff, first revised volume No. 1. 

(B) Pending such hearing and decision thereon, Manufacturers’ F. P. C. 
gas tariff, first revised volume No. 1, be and the same is hereby suspended and 
its use deferred until November 1, 1952, and until such further time as such 


1Consumers Gas Co.. Harrisburg Gas Co., Lancaster County Gas Co., Allentown-Bethle- 
hem Gas Co., and Citizens Gas & Fuel Co. 
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tariff may be made effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission’s rules of prac- 
tice and procedure. 

Dory, Commissioner, dissenting. For the reasons set forth in my dissent in 
Texas Eastern Transmission Corp., docket No. G—1964, I dissent in this case. 
Supra, p. 1023. 

Adopted: May 29, 1952. Issued: May 29, 1952. 


Order rejecting proposed tariff changes 
Mississippi River Fuel Corp. 


On April 30, 1952, Mississippi River Fuel Corp. (Mississippi) filed with the 
Commission certain proposed changes in Mississippi’s F. P. C. gas tariff, original 
volume No. 1, together with certain data submitted in response to the provisions 
of section 154.63 of the Commission’s general rules and regulations (18 C. F. R. 
154.63). Such changes are embodied in Mississippi’s proposed original sheets 
Nos. 5a and 25, first revised sheets Nos. 5, 14 and 15, second revised sheets Nos. 
4 and 6, and third revised sheet No. 1, to its F. P. C. gas tariff, original volume 
No. 1. The issued date upon these sheets is April 30, 1952, and the proposed 
effective date requested by Mississippi is June 1, 1952.* 

The changes proposed by Mississippi in its said F. P. C. gas tariff, original 
volume No. 1, more particularly second revised sheet No. 4, first revised sheet 
No. 5, and original sheet No. 5a, which contain Mississippi’s proposed “rate 
schedule G-1, general service’ and second revised sheet No. 6 containing 
Mississippi’s proposed “rate schedule I-1, interruptible service,” would increase 
Mississippi’s presently effective rates and charges by approximately 22 percent 
annually, or $3,344,418, based upon estimated sales for the calendar year 1952. 
Such proposed increase in rates and charges is over and above the rates and 
charges which were filed by Mississippi on February 28, 1951, and which be- 
came effective in part on April 1, 1951, and in part on September 1, 1951, 
under bond, pursuant to the Commission’s orders heretofore issued in Jn the 
Matter of Mississippi River Fuel Corporation, docket No. G—1641,? 10 F. P. ©. 
844, 1176, 1319, 1591. 

Mississippi’s proposed changes in its tariff would also change the form of its 
firm service rate schedule from a two-part rate with monthly billing demand 
based upon maximum daily volume of gas purchased during the month, but not 
less than the maximum daily volume purchased during the next preceding 11 
months, to a two-part rate with billing demand based upon a contract demand 
which Mississippi designates as a “stated demand.” 

The proposed rate increase filed on April 30, 1952 affects all customers purchas- 
ing natural gas under Mississippi’s firm and interruptible service rate schedules 





1 Customers affected by these changes are Arkansas Louisiana Gas Co., city of Altheimer, 
Ark., Fort Smith Gas Corp., Illinois Power Co., Laclede Gas Co., MidSouth Gas Co., Missouri 
Natural Gas Co., Public Utilities Co., Crossett, Ark., and Union Electric Power Co. 

2The Commission in the order issued March 28, 1951, in docket No. G—1641, indicated 
that the changes in rates filed on February 28, 1951, upon the basis of the sales then 
estimated by Mississippi for the 12 months next following April 1, 1951, would result in 
increased charges by Mississippi to its resale customers of approximately $3,100,000 per 
year. The hearings in docket No. G-1641 were held in 1951 and the matter is now awaiting 
decision. 
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for resale. The various rates applicable to such customers proposed by this filing 
and the prior 1951 filing may be summarized as follows: 









me o Filing of Filing of 
February February April 30, 
8, 1951 28, 1951 1952 
Firm Service—rate schedule-_._......-..-- esiatieiatioiomsdibiladebiel F-1 F-1 G-1 
Demand charge per month—Per M. c. $1.12 $1. 60 $2. 00 
Commodity charge per M. c. f----- js .13 .15 .18 
Interruptible service—rate schedule ea ee I-1 I-1 I-l 
ITU Os A an cereus cel epitieeeeiemhaaneaigemal $0. 14 $0. 15 $0. 18 


From the data filed by Mississippi in support of the proposed increase in rates, 
it appears that about one-third thereof is based upon an assumed increase in 
the cost of gas purchased by Mississippi from United Gas Pipe Line Co. pursuant 
to United’s Rate Schedules F. P. C. Nos. 9, 10 and 11, as supplemented. No such 
increase in rates, however, has been filed by United. It is thus clear that a sub- 
stantial part of Mississippi’s proposed increase in rates will not be experienced 
at the proposed effective date of Mississippi’s filing, June 1, 1952. Nor can it be 
said when such an increase will be experienced, or in what amount it will be 
experienced, or that it will ever be experienced. A proposal to increase rates 
based upon such claims can only be characterized as speculative and does not 
comply with the requirements of the Natural Gas Act and the Commission’s rules 
and regulations thereunder respecting rates and charges. No hearing can obviate 
the fact that the proposed increase cannot be justified at June 1, 1952 or at any 
predictable future date. Accordingly, the tariff must be rejected. 

The Commission is not unmindful that some part of the proposed increased 
rates and charges included in the tariff changes filed on April 30, 1952, is sought 
to be justified upon the basis of claimed changes in costs other than the cost of 
gas purchased and that some tariff changes are sought to be changed which may 
have no relationship to the cost of gas purchased. The application for tariff 
changes, including the proposed increased rates, has not, however, been so con- 
structed by Mississippi as to enable the Commission to deal with its components 
separately. 

In the circumstances the Commission has no alternative but to reject Missis- 
sippi’s April 30, 1952 proposal in its entirety, without prejudice to the filing of 
proposed tariff changes that are predicated upon definitive and substantial bases 
that are clearly and concisely set forth with any such filing in compliance with 
the provisions of the Natural Gas Act and the requirements, rules and regula- 
tions of the Commission thereunder, and that are not predicated upon specula- 
tive and fictitious costs such as presented in the April 30, 1952 filing. Clearly, 
such changes must have a more definitive claim to lawfulness under the Natural 
Gas Act before the Commission can either receive for filing and suspend or receive 
and permit to become effective under that statute. 

The only other course available is suspension of the total proposal. But this 
means the suspension of a large portion of the proposed increase as to which 
Mississippi could not sustain its burden of proof at a hearing and might result, 
if the hearings are not concluded and decided in five months, in the requirement 
that Mississippi’s customers pay increased rates on the basis of a fictitious cost 
of gas purchased. It does not seem to the Commission that this result is justi- 
fied on the theory that such payments would be subject to refund. 

Copies of the changes proposed by Mississippi in the aforesaid proposed original 
sheets Nos. 5a and 25, first revised sheets Nos. 5, 14 and 15, second revised sheets 
Nos. 4 and 6, and third revised sheet No. 1, to its F. P. C. gas tariff, original vol- 
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ume No. 1, together with copies of the data submitted by Mississippi to the Com- 
mission pursuant to section 154.63 of its rules and regulations (18 C. F. R. 154.68), 
were transmitted by Mississippi to its nine wholesale or resale customers. These 
customers and the Arkansas, Illinois and Missouri State commissions have been 
afforded an opportunity to submit comments concerning the proposed tariff 
changes filed on April 30, 1952. The responses filed include protests to the pro- 
posed tariff changes, objecting to, among other things, the increased rates pro- 
posed, the proposed change to the contracted demand type of rate and the pro 
posed penalty provisions for gas taken in excess of contracted demands. Also, 
the responses included requests for suspension and hearing upon the proposal 
filed by Mississippi. 

The Commission finds: 

It is necessary and appropriate for carrying out the provisions of the Natural 
Gas Act that the aforesaid original sheets Nos. 5a and 25, first revised sheets 
Nos. 5, 14 and 15, second revised sheets Nos. 4 and 6, and third revised sheet No. 
1 to Mississippi River Fuel Corporation’s F. P. C. gas tariff, original volume No. 1, 
which sheets were filed on April 30, 1952, be rejected as hereinafter ordered and 
provided, without prejudice to the filing of proposed tariff changes which are 
not predicated upon indefinite, speculative, and unknown changes in Mississippi’s 
cost of service. 

The Commission orders: 

(A) The aforesaid original sheets Nos. 5a and 25, first revised sheets Nos. 5, 
14 and 15, second revised sheets 4 and 6, and third revised sheet No. 1 to Missis- 
sippi River Fuel Corporation’s F. P. C. gas tariff, original volume No. 1, which 
sheets were filed on April 30, 1952, be and the same are hereby rejected without 
prejudice, however, to the filing of proposed tariff changes which do not include 
indefinite, speculative and unknown increases in the cost of service. 

(B) The Secretary of the Commission return to Mississippi River Fuel Corp. 
its proposed original sheets Nos. 5a and 25, first revised sheets Nos. 5, 14 and 15, 
second revised sheets Nos. 4 and 6, and third revised sheet No. 1 to Mississippi’s 
F. P. C. gas tariff, original volume No. 1, and retain one copy thereof in the 
Commission’s files for its information. 


Adopted: May 29,1952. Issued: May 29, 1952. 


Order dismissing application for extension of preliminary permit and incomplete 
application for license (major) 


Citizens Power Co. 
Project No. 2002 


Pursuant to application therefor, the Commission issued a preliminary permit 
to Citizens Power Co., of Lincoln, Nebr., for the proposed South Bend project 
on Platte River near South Bend, Nebr., designated as major project No. 2002. 
The permit, which originally was for a 6-month period ending September 26, 
1950, was extended an additional 3 months by the Commission at the permittee’s 
request for same. 

On January 18, 1951, the permittee filed application for a further and indefi- 
nite extension of the permit, together with an incomplete application for li- 
cense for the project. 

Several letters have been addressed to the permittee in an effort to secure 
such engineering and financial data as were necessary to complete the applica- 
tion for license. The last letter, dated April 2, 1952, advised the permittee 
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that if no response thereto was received within 30 days of the date of the 
letter, the matter of dismissal of the incomplete application for license would 
be considered. The permittee has remained silent with respect to all inquiries 
addressed to it. 

The Commission finds: 

In the circumstances herein recited, it is appropriate to dismiss the pending 
application for extension of the preliminary permit and for license, respectively. 

The Commission orders: 

The above-mentioned application for extension of the preliminary permit for 
proposed project No. 2002 and the incomplete application for license for same 
are hereby dismissed. 

Adopted: June 83,1952. Issued: June 8, 1952. 


Order amending order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No, G-1411 


On May 12, 1952, the cities of Clinton and Newberry, 8S. C. (petitioners), filed 
a petition to amend the Commission’s order issued June 7, 1951, authorizing 
Transcontinental Gas Pipe Line Corp. (Transcontinental) to sell and deliver 
up to certain specified volumes of natural gas to the municipalities of Clinton 
(1,272 M. ec. f. per day) and Newberry (1,184 M. ce. f. per day). 

Since the Commission’s order issued June 7, 1951, an act was passed by the 
General Assembly of the State of South Carolina establishing the Clinton 
Newberry Natural Gas Authority (Authority) and authorizing the Authority 
to finance, construct and operate the necessary systems for the transmission 
and distribution of natural gas in the cities of Clinton and Newberry. 

The petitioners request that the Commission amend its order issued June 7, 
1951, in this proceeding transferring the allocations made to the municipalities 
of Clinton and Newberry to the Clinton Newberry Natural Gas Authority as 
the recipient thereof, and directing Transcontinental to furnish natural gas in 
the volumes above indicated to the Clinton Newberry Natural Gas Authority for 
ultimate distribution in the aforementioned cities. 

On May 16, 1952, Transcontinental filed a petition joining in the request of 
the cities of Clinton and Newberry with respect to the substitution of the Clin- 
ton Newberry Natural Gas Authority in lieu of the cities of Clinton and Newberry, 
S. C., as the recipient of natural gas heretofore allocated by the Commission 
to said cities in the volumes above referred to. 

The Commission finds: 

It is appropriate and desirable in the public interest that its order issued June 7, 
1951, be amended as hereinafter ordered. 

The Commission orders: 

(A) The above-mentioned order issued June 7, 1951, be and it is hereby 
amended authorizing the sale and delivery of natural gas to the Clinton New- 
berry Natural Gas Authority for resale in the volumes therein authorized to be 
sold and delivered to the cities of Clinton (1,272 M. c. f. per day) and Newberry 
(1,184 M. ec. f. per day), subject to the terms and conditions of said order. 

(B) Nothing herein is to be construed as otherwise amending or in any other 
manner affecting the aforesaid order issued on June 7, 1951. 


Adopted: June 5, 1952. Issued: June 6, 1952. 
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Findings and order issuing a certificate of public convenience and necessity 
Texas Illinois Natural Gas Pipeline Co. 
Docket No. G—1875 


On January 14, 1952, Texas Illinois Natural Gas Pipeline Co. (Texas Illinois), 
a Delaware corporation having its principal place of business at Chicago, IIL, 
filed an application, as supplemented on January 23 and March 31, 1952, for a 
certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the sale and delivery of natural gas in interstate 
commerce for resale in certain communities in the States of Illinois and 
Missouri, and authorizing the construction and operation of certain natural-gas 
facilities to effect said sales and deliveries, all hereinafter more fully described. 

Texas Illinois proposes to sell and deliver to the following purchasers the 
quantities of natural gas listed below for distribution and resale by such pur- 
chasers in the designated communities : 





| Maximum 

Proposed purchaser Communities to be served ane 

(M. ec. f.) 
Illinois Power Co iahsinataiadimndtniihintinn tania. ae tas spite ates eirlage eae 575 
City of Nashville, Tl_......-.-..- ae:  lllLUlUMl ss spies 500 
Associated Natural Gas Co....................| Jackson, Mo Sitaticnndiemiinicrtigiemia 700 


Texas Illinois proposes to apply rate schedule CD-2 of its F. P. C. gas tariff, 
original volume No. 1, to the sales of natural gas for which authority is herein 
sought. 

Texas Illinois proposes to construct and operate a meter and regulator sta- 
tion at each point of delivery to the above-named purchasers. The estimated 
cost of constructing said meter and regulator stations is $25,010 each; a total 
cost for the three stations of $75,080. The cost is to be financed from current 
working funds of the company. 

The quantities of natural gas Texas Illinois proposes to sell and deliver to 
Illinois Power Co. are in addition to the quantities which it has been authorized 
to sell and deliver to that company in docket Nos. G-1246 and G—1669. 

Illinois Power Co. proposes to accept delivery of natural gas at or near the 
meter and regulating station proposed to be constructed by Texas Illinois west 
of the community of Monticello, Ill., but Gas Lateral Co., a wholly owned sub- 
sidiary of Illinois Power Co., will transport such natural gas from the point 
of delivery to the proposed distribution system in and about the community 
of Monticello. 

On March 28, 1952, Associated Natural Gas Co. filed an application, in docket 
No. G—1929, for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 9 miles of 6-inch pipeline to transport natural gas from the meter 
and regulating station Texas Illinois proposes to build herein, to Associated’s 
proposed distribution system in Jackson, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 29, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Texas Illinois owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas, Arkansas, 
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Missouri and Illinois, and transports by means of such pipeline system natural 
gas produced in the State of Texas through the aforesaid states, and sells 
such natural gas for resale for ultimate public consumption, and by such op- 
erations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its 
order of June 14, 1950, in docket No. G—1246, 9 F. P. C. 122. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Texas Illinois’ existing 
pipeline system, and the construction and operation thereof by Texas Illinois 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Texas Illinois should be authorized to provide natural-gas service to 
the following named purchasers for distribution in the respective communities 
aforementioned, and make available to each the volumes up to the amount 
specified below : 


SON ar NN i i ce iin acai eeesiamia cia: 575 M. c. f. per day. 
ee Vn INURL "DBs eee emseaabanae 500 M. c. f. per day. 
SREIEG TE Oe Cis kik ccc iieandignes 700 M. c. f. per day. 


(5) The construction and operation of the proposed facilities herein and the 
transportation and sale of natural gas by Texas Illinois in the volumes set 
forth in finding (4) above are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Texas Illinois having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Texas Illinois authorizing the construction and operation of 
the facilities hereinbefore described, all as more fully described in the applica- 
tion and exhibits, as supplemented, in this proceeding, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) Texas Illinois be and it hereby is authorized to transport and sell 
natural gas to the companies and the City of Nashville, Ill., and in the maximum 
daily volumes set forth in finding (4) above; this authorization is conditioned, 
as to each sale to a company, upon such company obtaining a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
or establishing that such certificate is not required. 

(C) The sales of natural gas, hereby authorized, shall be made in accordance 
with the terms and conditions of Texas Illinois’ rate schedule CD-2 of its 
¥. P. C. gas tariff, original volume No. 1. 

(D) This certificate is not transferable and shall be effective only so long 
as Texas Illinois continues the operation herein authorized in accordance with 
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the provisions of the Natural Gas Act and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission. 

(E) Texas Illinois shall report to the Commission, in writing and under 
oath, the completion date of the facilities herein authorized to be constructed, 
together with the date of commencement of operations. 


Adopted: June 5, 1952. Issued: June 6, 1952. 


Order approving transfer of license (major) 
Charles Pond and Pond’s Lodge, Inc. 
Project No. 1413 


Joint application was filed on April 17, 1952, by Charles Pond, licensee 
for major project No. 1413, and Pond’s Lodge, Inc., both of Island Park, Idaho, 
for approval of transfer of the license for the project from the former to the 
latter. 

The application requests that approval of transfer of the license be made 
effective as of September 1, 1951, the date of conveyance of the project properties. 

The license for project No. 1413 was issued by the Commission on February 2, 
1952, for a period commencing July 1, 1951, and terminating October 31, 1959. 

The Commission finds: 

(1) Pond’s Lodge, Inc., the proposed transferee of the license, is a corporation 
organized under the laws of the State of Idaho and has submitted satisfactory 
evidence of compliance with the requirements of all applicable State laws insofar 
as necessary for the operation of the project. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1413 from Charles Pond to 
Pond’s Lodge, Inc., is hereby approved, effective as of September 1, 1951, sub- 
ject to the provisions of section 9.3 of the Commission’s regulations under the 
Federal Power Act, and subject to the further condition that the net investment 
in the project shall not be increased on account of the transfer. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
by Pond’s Lodge, Inc., of the license for project No. 1413. In acknowledgement 
of the acceptance of the license, this instrument shall be signed on behalf of 
Pond‘s Lodge, Inc., the new licensee, and returned to the Commission within 
60 days from the date of issuance of this order. 


Adopted: June 5, 1952. Issued: June 6, 1952. 


Supplemental order authorizing issuance of securities 
Kansas Gas & Electric Co. 
Docket No. E-6425 


By order entered May 27, 1952, the Commission authorized Kansas Gas and 
Electric Co. (applicant) to issue and sell through competitive bidding 200,000 
shares of its no par value common stock and $12,000,000 principal amount of 
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first mortgage bonds, subject to the provisions, among other things, set forth 
in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compli- 
ance with competitive bidding requirements and section 34.2 (k) (4) of the 
rules, relating to affiliation, and shall have either filed such amendments or 
shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the appli- 
eant of the common stock and the interest rate and the price to be received 
by the applicant for the bonds, by further order. 

Applicant on June 10, 1952, filed an amendment pursuant to the requirements 
of the order of May 27, 1952, setting forth that it proposes to accept as repre- 
senting the best price to it, the bid of Glore, Forgan & Co. and Goldman, Sachs 
& Co. to purchase the 200,000 shares of no par value common stock at the price 
of $39.109 per share and to accept as representing the lowest cost of money 
to it the bid of Kuhn, Loeb & Co. to purchase the aforementioned first mortgage 
bonds at a price to applicant of 101.126 and at an interest rate of 3% percent. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of May 27, 1952, and under the bid it proposes to accept 
for the common stock the price to it per share is reasonable and under the 
bid it proposes to accept for the first mortgage bonds the price to be paid 
to the applicant therefor and the interest rate on said bonds are reasonable. 

(2) The proposed issuance and sale of common stock and first mortgage bonds 
as hereinafter authorized will be for a lawful object within the corporate powers 
of the applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by the applicant of service as a 
public utility and which will not impair its ability to perform that service and 
is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant per share of common stock and 
the price to be paid to applicant for the bonds and the interest rate thereon 
are approved as reasonable. 

(B) The proposed issuance of common stock and bonds, referred to above, 
upon the terms and conditions and for the purposes specified in the application 
as supplemented by the data referred to above, hereby is authorized, subject 
only to the provisions of paragraphs (C), (D), (E) and (F) of the Commission’s 
order of May 27, 1952, in this matter. 


Adopted: June 10, 1952. Issued: June 11, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—1845 


On November 30, 1951, Cities Service Gas Co. (applicant) filed an applica- 
tion, as supplemented on January 11, January 21, and May 1, 1952, for a certifi- 
cate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of a new 1,100 horsepower 
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compressor station in Oklahoma County, Okla., as more fully described in said 
application, as supplemented, on file with the Commission and open to public 
inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on June 
5, 1952, conerning the matters involved and the issues presented by said ap- 
plication and the supplements thereto. No protest to the application has been 
received. 

The record shows that applicant and Phillips Petroleum Co. (Phillips) have 
entered into an agreement amending and extending their gas purchase con- 
tract originally entered into on July 5, 1945. Pursuant to this agreement appli- 
cant will purchase an additional quantity of 16,500 M. c. f. per day from Phil- 
lips as the operator of the West Edmonds gas plant, located in the West Ed- 
mond Field in Oklahoma. The record also shows that 95 percent of the pro- 
ducers of gas in said field have consented to the sale of such additional quantity 
of gas to applicant. 

The record further shows that in order to transport the additional quantity 
of 16,500 M. c. f. of gas per day, applicant proposes to install a compressor sta- 
tion at the intersection of its West Edmond-Drumwright 12-inch line and its 
Oklahoma City-Blackwell 24inch and 20-inch main line. The estimated cost of 
construction of the proposed compressor station is $340,000, which applicant 
proposes to finance from funds on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Oklahoma City, Okla., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Oklahoma, 
Texas, Kansas, Missouri, and Nebraska, and by such operation is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of December 25, 
1943, in docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of 
the Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, in 
this proceeding, for the transportation of natural gas as therein set forth, sub- 
ject to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 
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(B) Applicant shall report to the Commission in writing, and under oath, the 
date of the completion of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable, and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: June 10, 1952. Issued: June 11, 1952. 


Order approving and directing disposition of amounts classified in account 100.5, 
electric plant acquisition adjustments 


Orange & Rockland Electric Co. 


Orange and Rockland Electric Co., Monroe, N. Y., (Company) on January 3, 
and May 2, 1939, filed its reclassification and original cost studies of electric plant 
as of January 1, 1937, in accordance with electric plant accounts instruction 2-D 
of the uniform system of accounts prescribed for public utilities and licensees, 
and the Commission’s order of May 11, 1937, relating thereto. Further revisions of 
the studies were filed on October 17, 1939. 

Reports filed by the Company indicate that it owns and operates facilities for 
the transmission and sale of electric energy at wholesale in interstate commerce. 
Included among such facilities are a 33 kilovolt transmission line and appurtenant 
facilities utilized to transmit substantial amounts of energy from Monroe, N. Y., 
approximately 20 miles to the point of sale for resale at the New York-New Jersey 
State line to Orange and Rockland Electric Co. (of New Jersey). 

Although the Commission’s staff has not made a field examination of the 
Company’s studies, inspection of the 1950 annual report (F. P. C. form No. 1) 
filed by Company indicates certain dispositions of plant adjustments had been 
made and recorded in the books of the Company, or would be amortized in future 
years under authority of orders of the New York Public Service Commission. 
Such dispositions were made without approval of the Federal Power Commis- 
sion. Therefore, by letter of June 26, 1951, the Commission so notified the Com- 
pany and requested it to file revised original cost studies reflecting retroactively 
the accounting adjustments recorded during 1950, together with a plan of dis- 
position of the original cost adjustments for this Commission’s approval. 

On September 7, 1951, the Company filed its revised original cost statements 
including a proposed disposition plan for the accounting adjustments. This plan 
was revised to meet objections of the Commission’s staff on January 9, 1952. An 
amount of $184,700.00 was classified in account 100.5, Electric plant acquisition 
adjustments, as of January 1, 1937. 

A reserve in the amount of $92,700.00 has been accumulated to December 31, 
1950, in account 252, Reserve for amortization of electric plant acquisition ad- 
justments. The Company proposes that it dispose of the unamortized balance 
of $92,000.00 by monthly entries charging account 537, Miscellaneous amortiza- 
tion, and crediting account 252, Reserve for amortization of electric plant acquisi- 
tion adjustments, in the following manner, $6,962.96 for the year 1951; $6,222.22 
annually for the years 1952 through 1964, and the remaining $4,148.18 for the 
8-month period January through August 1965. 

By letter dated March 138, 1952, the Public Service Commission of the State 
of New York indicated its approval of the above disposition. 
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The Commission finds: 

(1) Company owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy transmitted between the States of New 
York and New Jersey and consumed at points outside the State in which it is 
generated, all of which facilities are in addition to, and do not include, facilities 
used for the generation of electric energy in intrastate commerce, or facilities 
for the transmission of electric energy consumed wholly by the transmitter. 
The Company is, therefore, a public utility within the meaning of that term 
as used in section 201 of the Federal Power Act. 

(2) The disposition of the unamortized balance of $92,000.00, classified in 
account 100.5, as of December 31, 1950, in the manner described above is reason- 
able and appropriate for the purposes of the Federal Power Act. 

The Commission orders: 

(A) The disposition of the unamortized balance of $92,000.00 as of December 
31, 1950, by charges to account 537, Miscellaneous amortization, and credit to 
account 252, Reserve for amortization of electric plant acquisition adjustments 
in the manner described above is hereby approved and directed. 

(B) The Company submit within 30 days from the date of this order two 
certified copies of the accounting entries reflecting the accumulation for the year 
1951 of $6,962.96 in account 252, Reserve for amortization of electric plant 
acquisition adjustments. 

(C) The Company submit within 30 days after the close of each calendar 
year beginning with 1952 two certified copies of the entries reflecting the amorti- 
zation of the balance of $85,037.04 as approved and directed above. 

(D) Since the staff of the Commission has not made a field examination of 
the reclassification and original cost studies of the Company, the Commission 
reserves the right, at any time hereafter, to make such an examination and 
analysis of the reclassification and original cost studies submitted as the Com- 
mission deems warranted, and to require the Company to make further account- 
ing adjustments with respect thereto. 


Adopted: June 10, 1952. Issued: June 12, 1952. 


Order approving exhibits and adjusting annual charges 
The California Oregon Power Co. 
Project No. 1927 


In compliance with article 8 of its license, as amended, issued under the 
Federal Power Act for major project No. 1927, the California Oregon Power 
Co. filed for Commission approval on March 3, 1952, revised exhibits which 
show for the Slide Creek development the project boundary and project area, 
the final design of the structures, and a general description of equipment. 
> The Commission finds: 

(1) The following revised exhibits conform to the Commission’s rules and 
regulations and should be approved as part of the license for the project: 

Erhibit J-10—Sheet No. 1 (F. P. C. No. 1927-92), a map entitled “Slide 
Creek development, general map” superseding exhibit J-5, sheet No. 1 (F. P. C. 
e No. 1927-37) ; 

Eerhibit K-13.—Sheet Nos. 1 and 2 (F. P. C. Nos. 1927-93 and -94) entitled 
“Slide Creek development, topographic map of conduit location,” superseding 
exhibit K-7, sheet Nos. 1 and 2 (F. P. C. Nos. 1927-38 and -39) ; 
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Exhibit L-12.—Sheet No. 1 (F. P. C. No. 1927-95) entitled “Slide Creek de- 
velopment, diversion dam and conduit intake,’ superseding exhibit L-9, sheet 
1 (F. P. C. No. 1927-54) ; sheet No. 2 (F. P. C. No. 1927-96), entitled “Slide 
Creek development, conduit profile and sections,” superseding exhibit L-6, sheet 
No. 2 (F. P. C. No. 1927-41) ; sheet No. 3 (F. P. C. No. 1927-97) entitled “Slide 
Creek development, penstock intake,’ superseding exhibit L-6, sheet No. 3 
(F. P. C. 1927-42); and sheet No. 4 (F. P. C. No. 1927-98) entitled “Slide 
Creek development, plan and sections of powerhouse,” superseding exhibit 
L-6, sheet No. 4 (F. P. C. No. 1927-48) ; and 

Exhibit M-?.—Three pages including a circuit diagram, entitled “Revised 
general description and specifications of equipment, Slide Creek developments,” 
superseding exhibit M-2 in two pages. 

Exhibits J-10, K-13, sheets Nos. 1 and 2; L-12, sheets Nos. 1 to 4, inclu- 
sive; and M-7 are signed the California Oregon Power Co. by J. C. Boyle, vice 
president and general manager, on February 18, 1952. 

(2) Superseded exhibit J-5, sheet No. 1 (F. P. C. No. 1927-37); exhibit 
K-7, sheets Nos. 1 and 2 (F. P. C. Nos. 1927-38 and -39) ; exhibit L—6, sheets 
Nos. 2, 3 and 4 (F. P. C. Nos. 1927-41, -42, and —48); exhibit L-9, sheet No. 
1 (F. P. C. No 1927-54) ; and exhibit M-2, now a part of the license, should be 
eliminated from the license. 

(3) The annual charge specified in article 27 of the license, as amended, 
should be adjusted to reflect the decrease in the area of lands of the United 
States occupied by the project, and the annual charge hereinafter imposed is 
reasonable. 

The Commission orders: 

(A) The revised exhibits specified in paragraph (1) above as conforming 
to the Commission’s rules and regulations are approved as part of the license 
for project No. 1927. 

(B) The superseded exhibits specified in paragraph (2) above are eliminated 
from the license for the project. 

(C) The annual charge fixed in article 27 of the license, as amended, is here- 
by adjusted by imposing a new annual charge which shall be as follows: 

Article 27. Subject to the provisions of section 10 (e) of the act and the 
rules and regulations of the Commission thereunder, the licensee shall pay to 
the United States the following annual charges: 

(i) Effective July 1, 1950, for the purpose of reimbursing the United States 
for the costs of administration of part I of the act, one (1) cent per horse- 
power on the authorized installed capacity (112,200 horsepower) plus 234 
cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, excluding those used only for transmission 
line right-of-way, for: the Toketee development, $1,588.00 effective January 
30, 1947 ; the Slide Creek development, $246.52 effective January 1, 1950; the 
Soda Springs development, $960.00 effective January 1, 1950; and the Fish 
Creek development, $3,180.00 effective July, 1950; and 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyments of its lands used for transmission-line right-of-way 
only, $216.96 effective January 30, 1947. 

(D) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this instrument. In acknowledgment of the acceptance of this instrument, 











APPENDIX—ORDERS 1041 


it shall be signed by the licensee, and returned to the Commission within 60 
days from the date of issuance of this order. 


Adopted: June 10,1952. Issued: June 16, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 590 
Docket No. DA-109—Arizona—Edward M. Claridge 


An application was filed by Edward M. Claridge of Safford, Ariz., for restora- 
tion to entry, requiring a determination under section 24 of the Federal Power 
Act with respect to the following-described land: Gila and Salt River meridian, 
Ariz.: T. 48., R. 22 E., sec. 11, lot 1 (37.85 acres). 

The subject land is included in water power designation No. 4 dated February 
1, 1917 and power site reserve No. 590 created March 21, 1917. 

The lot is located near the Gila River at a point approximately 15 miles up- 
stream from the backwaters of San Carlos Reservoir, and 20 miles or more 
below the town of Safford. Approximately 30 miles upstream from said town 
is Elliott dam site, a possible future development which has been considered. Use 
of the subject land for the development of power appears to be very remote 
because the water has been appropriated for irrigation uses. 

Interested Federal officials have reported on the application and State officials 
have registered no protest against the granting of the application. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for pur- 
poses of power development by location, entry or selection under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above described land will remain in the status of withdrawal insofar as 
the application for homesite entry is concerned, until the Bureau of Land Man- 
agement, Department of the Interior, issues a formal order of restoration, and 
no preference right to the land is acquired by the filing of the application for 
restoration or by virtue of this action taken by the Commission. 

Adopted: June 10, 1952. Issued: June 12, 1952. 


Determination under section 24 of the Federal Power Act 
Land withdrawn in Power Site Reserve No. 449 and Project No. 1274 


Docket No. DA-125—Montana—Richard Alsop 


A petition was filed June 19, 1940 by Richard Alsop, of Cardwell, Mont., for 
revocation of the power withdrawal with respect to the following-described land: 
Principal meridian, Montana: T. 5 S., R. 1 W., sec. 10, NEYWNW 4. 

The land in the entire NE44 NW tract is withdrawn in power site reserve 
No. 449, dated September 5, 1914, and it is also listed in withdrawal notification 
letter of February 27, 1936, as part of certain lands reserved from entry, location 
or other disposal under the laws of the United States pursuant to the filing on 
June 12, 1934, of an application for license for constructed water power project 
No. 1274. 

The land abuts on Ennis Lake (Madison Reservoir), an artificial lake created 
by the erection of a dam across the Madison River. The original dam was replaced 
in 1905-06 and since its completion the Montana Power Co. or its predecessors 
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have used the impounded water in connection with the generation of hydro- 
electric power. 

Nine and two-tenths acres of the land in the tract are part of the Madison 
Reservoir. The remaining 30.8 acres of the land in the tract have been occupied 
or improved by structures erected as far back as 1919 and used for recreational 
purposes. Ownership of the buildings has changed hands several times during 
the years. The petitioner, by letter dated January 19, 1952, informed the Com- 
mission that on May 1, 1946, he transferred his equity in the property to Mr. 
Don Fletcher, of Bozeman, Mont. 

The water storage resources of this area have been under investigation for sev- 
eral years and no plans are known which contemplate additional use of the land 
for power development. Although the land has value for additional storage, such 
use is restricted to some degree by the topography of the land and by the fact 
that two-thirds of the perimeter of the lake is traversed by an improved highway. 

Interested Federal and State officials have reported on the application. 

The Commission finds: 

(1) Inasmuch as the land is valuable for power purposes, the power with- 
drawal should not be revoked. 

(2) Inasmuch as use of the land in the tract for additional power develop- 
ment does not appear imminent, and use of the land in the meantime for other 
purposes, including its use for recreational purposes, will not materially injure 
its power value, it may be used for other purposes concurrently with its use 
for power purposes without injuring materially its power value. Therefore, a 
determination as hereinafter provided is justified. 

The Commission determines: 

The value of the land in the NE4NWY, sec. 10, T. 5 S., R. 1 W., Principal 
meridian, Montana, will not be injured or destroyed for purposes of power devel- 
opment by location, entry, or selection under the public land laws, subject to 
the provisions of section 24 of the Federal Power Act, as amended. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of resto- 
ration, and no preference right to the land is acquired by the filing of the ap- 
plication for restoration or by this action taken by the Commission with respect 
to the land. 


Adopted: June 10,1952. Issued: June 12, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 124 
Docket No. DA-824-Colorado—Claude E. Shultz 


A petition was filed by Claude E. Shultz, of Meeker, Colo., for restoration to 
entry, requiring a determination under section 24 of the Federal Power Act 
with respect to the following-described land: Sixth principal meridian, Colorado: 
T.1N., R. 91 W., sec. 35, lot 7. Area: 31.02 acres. 

The land, which is crossed by the North Fork of the White River and is 
located about 3 miles upstream from the small town of Buford, Colo., is 
withdrawn in power site reserve No. 124, dated July 2, 1910, based on temporary 
power site withdrawal of March 18, 1910. 
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The land may be affected by either of two projects which have been mentioned 
in connection with the suggested development of this stretch of White River— 
Buford and Pot Holes reservoir sites. 

Plans for such development are indefinite and will probably remain so for 
a period of long duration because the sites are far from a market that war- 
rants their development and, in addition, the cost of acquisition of improved 
ranches and irrigated lands for the reservoirs would probably be high. 

The petitioner states that he desires to acquire 5 acres of the land for a cabin 
site. 

Development appears remote and use of the land in the meantime for other 
purposes will not affect materially its power value. 

Federal officials have recommended restoration of the land to entry subject 
to the provisions of section 24 of the Federal Power Act and subject to a 
stipulation substantially as hereinafter provided and State officials have re- 
ported that it does not appear that the State is especially interested in the land. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended, and subject to the stipulation that, if and when the land is required 
wholly or in part for purposes of power development, any structures, ma- 
chinery, or improvements placed thereon which shall be found to interfere with 
such development shall be removed or relocated as may be necessary to elimi- 
nate interference with power development without expense to the United States 
or its permittees or licensees. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of the 
application for restoration or by this action taken by the Commission with 
respect to the land. 


Adopted: June 10, 1952. Issued: June 12, 1952. 


Order dismissing incomplete application for approval of transfer of license 
(minor-part) 


Puget Sound Power & Light Co. 
Project No. 777 


A joint application was filed July 31, 1945, and later amended, by Puget Sound 
Power & Light Co., licensee for project No. 777 (minor-part), and John B. 
Dawson as attorney for and on behalf of an undisclosed public agency or agencies 
for approval of transfer of the license for project No. 777 from the former 
to the latter agency or agencies. This same application also requested approval 
of transfers of licenses for several other projects. 

The Commission finds: 

The aforesaid application has not been completed and dismissal thereof as 
hereinafter provided will not be inconsistent with the public interest. 

The Commission orders: 

The aforesaid application, as amended, insofar as it requests approval of trans- 


aa 


fer of license for project No. 777, be and it is hereby dismissed. 
Adopted: June 17, 1952. Issued: June 18, 1952. 











































1044 FEDERAL POWER COMMISSION 


Order amending order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No. G-1277 


Transcontinental Gas Pipe Line Corp. (Transcontinental), a Delaware cor- 
poration having its principal place of business at Houston, Tex., filed on Septem- 
ber 9, 1949, an application for a certificate of public convenience and necessity 
authorizing construction and operation of certain natural gas pipeline facilities, 
among which were proposed facilities designed for the sale and delivery of natural 
gas to Northeastern Gas Transmission Co. (Northeastern). 

On November 4, 1949, Transcontinental filed a motion requesting the Commis- 
sion to sever, for purposes of hearing, proceedings upon that part of the afore- 
mentioned application relating to the construction and operation of facilities 
designed to supply gas to Northeastern. Transcontinental requested, further, 
that hearing on such part of the application be postponed. On November 16, 1949, 
the Commission issued an order granting the motion of Transcontinental. 

On January 26, 1950, the Commission issued an order by which it consolidated 
for purposes of hearing that portion of the proceeding in docket No. G-1277 
relating to Transcontinental’s proposed sale and delivery of natural gas to 
Northeastern with several related proceedings. 

Subsequently, after hearings were held in the consolidated proceedings, the 
Commission on November 8, 1950, issued its opinion in such proceedings. In that 
opinion, 9 F. P. C. 271, the Commission stated, among other things, as follows: 


That part of Transcontinental Gas Pipe Line Corporation’s application 
in docket No. G-1277 which was consolidated with these proceedings seeks 
authorization to construct and operate approximately 35.5 miles of 24-inch 
line extending from a point near Doctor’s Creek, New Jersey, to a point near 
Greenwich, Conn., together with a 6,000 horsepower compressor station in 
Westchester County, N. Y., and appurtenant facilities, and also an 8-inch 
lateral to serve Paterson, N. J. 

Transcontinental proposes to sell 100,000 M.c.f. of natural gas per day 
to Northeastern Gas Transmission Co. at the New York-Connecticut state 
line through facilities proposed here. 

* * % * * . > 

It is clear from the evidence of record that a supply of natural gas from 
Transcontinental is essential to enable Northeastern to provide adequate 
service through the facilities hereinafter authorized. Accordingly, we find 
that the public convenience and necessity requires the construction and 
operation of facilities necessary for the delivery to Northeastern of 64,000 
M. c. f. of natural gas daily. (9 F. P. C. 271, p. 285.) 


In its order issued to accompany the opinion, 9 F. P. C. 271, the Commission 
granted a certificate of public convenience and necessity to Transcontinental 
by which it authorized, among other things, the construction and operation of 
facilities “required for natural-gas service to New England applied for in that 
portion of docket No. G-1277 not covered by our opinion 9 F. P. C. 32, issued April 
28, 1950, * * *.” (opinion No. 202, p. 46). Said order and certificate were condi- 
tioned as follows: 


Transcontinental shall deliver and sell to Northeastern not in excess of 
64,000 M. c. f. of natural gas per day * * *. 


On December 7, 1951, the Commission issued an order by which it reopened 
the proceedings in docket No. G-1277, consolidated related proceedings there- 
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with, and fixed date for hearing. In said order the Commission stated, among 
other things, as follows: 


Transcontinental, in conformity with the Commission’s order in docket 
No, G-1277, entered into a contract dated March 15, 1951, with Northeastern 
for a delivery to that company of 64,000 M. c. f. of natural gas daily. Trans- 
continental’s contract with Northeastern further provided that the com- 
mencement of deliveries of natural gas begin by September 1, 1951. On or 
about November 23, 1951, Transcontinental advised the Commission that it 
had terminated its contract with Northeastern and suggested to the latter 
company that a contract similar to the terminated contract be entered into 
to provide for the delivery of natural gas to Northeastern by Transconti- 
nental beginning September 1, 1953. 

In view of the foregoing, it appears that Transcontinental has a sub- 
stantial volume of gas available which may be used for the purpose of 
alleviating the critical market shortages in the areas adjacent to its system. 
It therefore appears that it would be in the public interest to reopen the 
proceedings in docket No. G-—1277 for the purpose of determining (1) 
whether the certificate in that docket should be modified to provide for the 
sale and delivery of 64,000 M. c. f. to specified customers on a permanent basis ; 
(2) whether such volume of gas should be disposed of by further order of 
the Commission on a temporary basis; or (3) whether some other plan should 
be devised for the utilization of the 64,000 M. c. f. which may be available in 
the Transcontinental system. 

Thereafter, on January 2, 1952, Transcontinental filed in docket No. G—-1277 
“A petition to temporarily amend order issuing certificate of public convenience 
and necessity” (hereinafter referred to as “first petition to amend temporarily’’) 
in which it requested, among other things, that the Commission amend the 
aforementioned order of November 8, 1950, so as to authorize Transcontinental 
to dispose of the 64,000 M. c. f. per day, which had been allocated to North- 
eastern, by increasing deliveries to certain of Transcontinental’s customers pend- 
ing final determination in the reopened proceeding. 

By order issued January 10, 1952, the proceeding upon the first petition to 
amend temporarily was consolidated with proceedings theretofore consolidated 
for purpose of hearing by the order issued December 7, 1951. 

On February 19, 1952, Transcontinental filed with the Commission ‘Petition 
for amendment of orders issuing certificate of public convenience and necessity” 
(hereinafter referred to as “petition to amend permanently’) in which it re- 
quested the Commission to modify the order issued November 8, 1950, accom- 
panying the opinion 9 F. P. C. 271, issuing a certificate of public convenience 
and necessity in docket No. G—1277, in such manner as to rescind “the authority 
granted to Transcontinental to sell and deliver said 64,000 M. c. f. of natural 
gas per day to Northeastern * * * and to construct any facilities specifically 
required therefor.” In such petition, Transcontinental further requested the 
Commission to authorize it to sell and deliver said 64,000 M. c. f. of natural 
gas per day on a permanent basis, to certain existing customers of Transcon- 
tinental. 

On February 19, 1952, Northeastern filed an answer to Transcontinental’s peti- 
tion to amend permanently in which Northeastern stated that “it has no objec- 
tion to the granting of such petition.” 

By telegram received by the Commission on February 20, 1952, Transcon- 
tinental requested that it be permitted to withdraw its first petition to amend 
temporarily. 
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On February 27, 1952, the Commission issued an order by which it consolidated 
the proceeding on Transcontinental’s petition to amend permanently with the 
proceedings consolidated for purpose of hearing by order issued December 7, 
1951; permitted Transcontinental to withdraw its first petition to amend tem- 
porarily ; and postponed date for hearing. Said order of February 27, 1952, 
amended the order issued in the consolidated proceeding on December 7, 1951— 


* * * so as to eliminate therefrom provisions providing for hearing with 
respect to reopening the proceeding in docket No. G—1277 for the specific 
purpose of determining: 

* * * (1) Whether the certificate in that docket should be modified to 
provide for the sale and delivery of 64,000 M. c. f. to specified customers on 
a permanent basis; (2) whether such volume of gas should be disposed of 
by further order of the Commission on a temporary basis; or (3) whether 
some other plan should be devised for the utilization of the 64,000 M. ec. f. 
which may be available in the Transcontinental system. 


* * * * * * * 


* * * and by substituting therefor the following: 

Whether the order of November 8, 1950, accompanying the opinion in 
9 F. P. C. 271, issuing a certificate of public convenience and necessity to 
Transcontinental should be modified so as to: 

(A) Revoke the authority granted to Transcontinental “to construct 
and operate the facilities required for natural-gas service to New England 
applied for in that portion of docket No. G—1277 not covered by our opinion, 
9 F. P. C. 32, issued April 28, 1950; and revoke the term and condition 
thereof that Transcontinental “shall deliver and sell to Northeastern not in 
excess of 64,000 M. c. f. natural gas per day.” 

(B) Authorize and require Transcontinental to sell and deliver the said 
64,000 M. c. f. of natural gas per day, on a permanent basis, (1) to present 
customers of Transcontinental as specified in its “Petition for amendment 
of orders issuing certificates of public convenience and necessity,” filed 
February 19, 1952, hereinbefore mentioned, or (2) to such companies or 
municipalities, or both, as the public convenience and necessity may require. 

On January 17, 1952, Tennessee Gas Transmission Co. (Tennessee) filed a 
petition in docket No. G—1573, et al., in which it requested, among other things, 
that the Commission reopen the proceedings in docket No. G-1573 and authorize 
Tennessee to deliver 65,000 M. c. f. per day to Northeastern in addition to the 
volumes theretofore authorized in the proceeding. 

On March 5, 1952, the Commission issued an order reopening the proceed- 
ings In the Matter of Tennessee Gas Transmission Company in docket No. 
G-1573; consolidated for purpose of hearing certain related proceedings, and 
fixed date of hearing in such proceedings. On April 1, 1952, a public hearing 
commenced In the Matter of Tennessee Gas Transmission Company, docket No. 
G-15738, et al., and concluded April 3, 1952. 

On March 24, 1952, a public hearing commenced in these consolidated pro- 
ceedings, docket No. G-—1277, et al., and excepting recesses, continued until 
May 23, 1952. 

On March 24, 1952, during the course of said hearings, counsel for the 
Public Utilities Commission for the State of Connecticut orally moved that 
the issues raised in finding (3) (A) of the Commission’s order of February 27, 
1952 (hereinafter referred to as “finding (3) (A)”) be disposed of by order 
of the Commission before the issues raised in finding (3) (B) be considered 
by the Commission. 
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On March 31, 1952, Transcontinental filed a second petition for temporary 
amendment (hereinafter referred to as second petition to amend temporarily) 
ef the Commission’s order in docket No. G-1277, November 8, 1950, so as to 
permit Transcontinental to sell and deliver the 64,000 M. ec. f. of natural gas 
allocated to Northeastern on a temporary basis to certain of Transcontinental’s 
existing customers. 

On April 14, 1952, the Commission issued an order consolidating the proceed- 
ing on Transcontinental’s second petition to amend temporarily with the pro- 
ceedings consolidated for purpose of hearing by order of the Commission of 
December 7, 1951, as amended by order issued February 27, 1952. 

On April 7, 1952, the Public Utilities Commission of the State of Connecticut 
filed in writing a motion similar to the oral motion made by its counsel on 
March 24, 1952. 

On April 29, 1952, during the course of the hearings in docket No. G—1277, 
et al., counsel for Transcontinental orally moved that the record in docket 
No. G-1573 be incorporated as a part of the record in docket No. G—1277, et al., 
having reference to finding (3) (A), and that that portion in the record of 
docket No. G-1277 be severed from the proceeding. He further moved that 
the intermediate decision procedure with respect to such portion of the record 
be omitted, and that such portion of the record be certified to the Commission 
for its decision. 

The presiding examiner denied that portion of the motion made by counse} 
for Transcontinental requesting that the record in docket No. G—1573 be in- 
corporated in that part of the record in docket No. G-1277 with respect to find- 
ing (3) (A) in the consolidated proceedings. 

Counsel for Transcontinental orally presented a second motion requesting an 
order severing the proceeding in relation to Transcontinental’s second petition 
to amend temporarily from docket No. 1277, et al., that the intermediate de- 
cision procedure be omitted with respect to said second petition to amend tem- 
porarily, and that the portion of the record in docket No. G—1277, et al., be certified 
to the Commission for its decision. 

On April 30, 1952, the presiding examiner certified to the Commission that 
portion of the record in docket No. G—1277, et al., with respect to the issues pre- 
sented under finding (3) (A), and with respect to Transcontinental’s second 
petition to amend temporarily. 

By order issued May 1, 1952, the Commission severed that portion of the 
record in docket No. G-1277 having reference to Transcontinental’s second peti- 
tion to amend temporarily; omitted the intermediate decision procedure with 
respect to the determination and disposition of the issues raised by said peti- 
tion; and authorized Transcontinental to make certain specified temporary 
sales and deliveries of natural gas, in addition to those theretofore authorized 
for a period up to and including May 15, 1952. By order issued May 16, 1952, 
the Commission amended its order issued May 1, 1952, authorizing Transcon- 
tinental to make temporary deliveries of natural gas so as to substitute the 
date “May 26, 1952” for the date “May 15, 1952.” 

On May 21, 1952, the Commission issued an order in docket No. G—1277, et al., 
reopening that portion of the record with respect to finding (3) (A) and in- 
corporated therein, by reference to the official files and records of the Com- 
mission, the record In the Matter of Tennessee Gas Transmission Company, 
docket No. G-1573, and severed that portion of the record in docket No. G—1277, 
et al., with respect to the issues set forth in finding (3) (A) from other con- 
solidated proceedings. 

The position the Public Utilities Commission of the State of Connecticut 
is in opposition to any revocation of the authorization for Transcontinental to 
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supply natural gas to Northeastern for ultimate distribution in the New England 
market area, including the State of Connecticut. Counsel for that Commis- 
sion, in advancing its views, stated that: ‘‘The people of Connecticut, the dis- 
tributing companies of Connecticut, this Honorable Commission, and the Public 
Utilities Commission of Connecticut, had a right to rely, and in effect did 
rely, upon the expressions of intentions made by Northeastern and Transconti- 
nental in reaching their conclusions respecting the merits of the proposals of 
those two companies... He further argues that revocation as proposed by 
Transcontinental ‘would seriously and adversely affect the certainty and con- 
tinuity of supply of natural gas to Connecticut and would negative the patent 
advantages accruing from the multiple sources of supply now available to Con- 
necticut by reason of Northeastern’s proposed connection with the transmission 
facilities of Tennessee and Transcontinental. This feature constitutes the 
best guarantee available to Connecticut consumers that service will not be 
interrupted and that sufficient quantities of gas will be available to meet the 
high demands which will be made upon the distributing companies within the 
near future.” 

When Transcontinental initially proposed to supply natural gas to North- 
eastern, representation was made to this Commission that Transcontinental 
anticipated making the initial delivery of gas to 134th Street, New York City, 
in November of 1950, for ultimate distribution in the New York market area, 
and that if its sale to Northeastern was certificated in the immediate future, 
every effort would be expended to complete such project and make gas avail- 
able to Northeastern in November, 1950. Following the certification of Trans- 
continental’s New England lateral, the company entered into an agreement on 
March 15, 1951, for the delivery of a supply of natural gas to Northeastern. 
The aforesaid agreement looked toward completion of Transcontinental’s facili- 
ties necessary for the commencement of deliveries of natural gas to North- 
eastern by September 1, 1951. A witness for Transcontinental testified, that in 
June 1951, they commenced negotiations with banks and insurance companies 
to obtain additional funds to complete the lateral to New England. It de- 
veloped about that time, however, that the bids for construction of the lateral 
to New England were in excess of the initial estimates by approximately some 
six-and-a-half million dollars. As a result of this increase in cost, according to 
the testimony of record, Transcontinental was unable to raise the funds to 
build the New England lateral in the manner proposed. In addition to the 
financial difficulties, Transcontinental did not have pipe available, and was 
also faced with litigation with respect to the condemnation of a compressor sta- 
tion site in Rye, N. Y. According to the testimony of the president of Trans- 
continental, the situation was explained by Transcontinental to Northeastern, 
which company, in turn, stated that it would not be able to take the gas in 
September of 1951, and that it probably would be a year later than that before 
it would be in a position to take deliveries. Subsequently, by letters dated 
June 25, 1951, and October 29, 1951, Transcontinental stated it had terminated 
its contract of March 15, 1951, with Northeastern. By letter dated November 
28, 1951, Northeastern advised Transcontinental that it considered that Trans- 
continental had breached the contract, and that it did not care to enter into a 
new sales gas contract as proposed by Transcontinental. 

The evidence relating to the issues in finding (3) (A) clearly shows that 
Transcontinental does not at the present time have any intent to construct and 
operate the facilities authorized by the order of November 8, 1950, designed 


1See opinion and accompanying order issued November 8, 1950, In the Matter of Trans- 
continental Gas Pipe Line Corporation, docket No, G—1277, et al., 9 F. P. C. 271. 
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to transport 64,000 M. c. f. of natural gas per day, for sale and delivery to 
Northeastern. Moreover, it appears from the facts of this record that it would 
be futile for the Commission to attempt in this case to require Transcontinental 
to construct the facilities authorized by the order issued November 8, 1950. 
And absent the supply of gas to Northeastern through such facilities, it is ob- 
vious that the resulting deficiency in Northeastern’s supply must be met other- 
wise or an impairment of Northeastern’s ability to render service will result. 

In this connection, it should be noted that, simultaneously with the adoption 
of this order, the Commission is adopting an order issuing a certificate to Ten- 
nessee Gas Transmission Co. authorizing it, among other things, to deliver 
64,000 M. ec. f. of natural gas per day to Northeastern in addition to amounts 
previously authorized for delivery by Tennessee to Northeastern.’ It should 
also be noted that, as a condition attached to the certificates issued by the 
Commission’s order accompanying opinion issued November 8, 1950, In the 
Matter of Northeastern Gas Transmission Company, et al., docket No. G—1267, 
9 F. P. C. 271 and also in the Commission’s order accompanying opinion in 
10 F. P. C. 35, In the Matter of Algonquin Gas Transmission Company, et al., 
docket No. G—1319, issued February 27, 1951, the Commission required North- 
eastern and Algonquin to establish interconnections with, and to enter into 
agreements for, “emergency interchange of gas with any natural gas system or 
systems serving the area at wholesale.” * 

Considering all of the foregoing circumstances, the Commission concludes 
that the requirements of public convenience and necessity compel its determina- 
tion to grant the petition to revoke the authorization issued to Transcontinental 
in the order issued November 8, 1950. 

The Commission further finds: 

Good cause exists to revoke the authority granted to Transcontinental by the 
order of the Commission issued November 8, 1950, accompanying the opinion 
9 F. P. C. 271, “to construct and operat2 the facilities required for natural-gas 
service to New England applied for in that portion of docket No. G—1277, not 
covered by our opinion issued April 28, 1950,” 9 F. P. C. 32; and revoke the 
term and condition thereof that Transcontinental “shall deliver and sell to 
Northeastern not in excess of 64,000 M. c. f. of natural gas per day.” 

The Commission orders: 

(A) The order of November 8, 1950, accompanying the opinion in 9 F. P. C. 
271, issuing a certificate of public convenience and necessity to Transcontinental, 
be and it is hereby amended by revoking the authority therein granted to Trans- 
continental “to construct and operate the facilities required for natural-gas 
service to New England applied for in that portion of docket No. G-1277 not 
covered by our opinion, issued April 28, 1950” 9 F. P. C. 32, and revoking the 
term and condition thereof that Transcontinental “shall deliver and sell to 
Northeastern not in excess of 64,000 M. c. f. of natural gas per day.” 

(B) This order is without prejudice to further action by the Commission in 
the proceeding in docket No. G—-1277 with respect to the matters involved and 
the issues presented other than those specifically dealt with herein, to wit, 
service to the New England area by Transcontinental and Northeastern. 

Commissioner Doty not participating. 

Adopted: June 17,1952. Issued: June 19, 1952. 


4In the Matter of Tennessee Gas Transmission Company, docket No. G—1573, et al. 
?On April 4, 1952, the United States Court of Appeals for the Third Circuit issued its 
judgment and order setting aside the order issuing a certificate to Algonquin 195 F. 2d 872, 
cert. denied 344 U. S. 818. That Court stayed its mandate until May 1952, on which 
date Algonquin filed a petition for writ of certiorari in the Supreme Court of the United 
States which has not yet acted thereon. 
































1050 FEDERAL POWER COMMISSION 


WIMBERLY, Commissioner, concurring: 

I concur in the order rescinding authorization to Transcontinental Gas Pipe 
Line Corp. to supply 64,000 M. c. f. of natural gas daily to New England markets 
simply because the Commission is powerless to act in any manner that would 
hold this gas supply for service to those consumers so long as Transcontinental 
elects not to go forward with construction of this portion of the facilities certifi- 
cated at docket No. G-1277. 

This may result in tragic consequences for the people of New England who 
have been promised gas from this source. Certainly, it eliminates one highly 
important, if not essential, source of supply which many were convinced was 
necessary if the people of Connecticut, Massachusetts, Rhode Island, and New 
Hampshire are to receive full benefits of natural gas service. It would not meet 
the point to say that there might possibly be additional gas secured from Ten- 
nessee Gas Transmission Co., or even some gas in the distant future from Texas 
Eastern Transmission Co., for those are matters too speculative to warrant dis- 
cussion at this time. The fact that a substitution has been found for the same 
quantity of gas which was pledged to the service of New England by Trans- 
continental is doubtless of little comfort to those consumers when they realize 
that one basic supplier—as well as the natural gas reserves dedicated to such 
service—is released from obligation to serve them. 

June 19, 1952. 

Date of issuance: June 19, 1952. 


Order issuing certificates of public convenience and necessity, terminating 
proceedings, and authorizing and directing deliveries of natural gas 


Tennessee Gas Transmission Co., United Natural Gas Co., The Manufacturers 
Light & Heat Co., United Fuel Gas Co., Republic Light, Heat & Power Co., 
Inc., and City of Clarksville, Tenn. 


Docket Nos. G—1573, G-—1614, G-1808, G-1839, G-1848 


By order of the Commission issued June 1, 1951, in docket Nos. G—1573 and 
G-1614, certificates of public convenience and necessity were issued to Tennes- 
see Gas Transmission Co. (Tennessee) and United Natural Gas Co. (United Nat- 
ural) authorizing the construction and operation of certain of the facilities for 
which application was made in docket No. G-1573 and, among other things, 
denying authorization to construct and operate certain facilities and authorizing 
the construction and operation by Tennessee and United Natural of the facilities 
described in the application filed in docket No. G—1614, as amended and supple- 
mented. 

By order issued July 5, 1951, in said docket Nos. G-1573 and G-1614, the Com- 
mission granted the separate applications filed by Tennessee and United Natural 
for rehearing and modification of that part of said order issued June 1, 1951, 
which denied Tennessee authorization to construct and operate the so-called 
Hebron-Utica pipe line, and of that part of said order which imposed conditions 
on the delivery and sale of natural gas by Tennessee to United Natural, Iroquois 
Gas Corp. (Iroquois), and Equitable Gas Co. (Equitable). After rehearing held 
in said proceedings, the Commission, by order issued August 27, 1951, modified in 
part said order issued June 1, 1951, by rescinding paragraph (A) (vi) thereof and 
authorizing Tennessee to make available to United Natural, Iroquois and Equi- 
table, a maximum daily volume of 15,000 M.c.f. of gas to each of said com- 
panies on a firm basis. Tennessee’s request for modification of the order issued 
June 1, 1951, with respect to the Hebron-Utica pipe line was not granted by the 
order issued August 27, 1951. 
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Said order issued June 1, 1951, provided that the certificate issued therein 
should not become effective unless Tennessee accepted “the same in writing, 
under oath, and without qualification, within 30 days from the issuance” of said 
order. The order issued August 27, 1951, did not affect said provision except 
to make the 30-day period operate from the date of its issuance. By letter 
dated September 25, 1951, Tennessee notified the Commission of its refusal to 
accept the certificate as issued by the order of June 1, 1951, and modified by 
the order of August 27, 1951. 

On January 17, 1952, Tennessee filed a petition to reopen the consolidated 
proceedings at docket Nos. G-1573 and G—1614 for the purpose of (a) presenting 
new and additional evidence in docket No. G-1573, thereby amending the original 
application in said docket and seeking, in the reopened proceedings, a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of certain natural gas facilities, as 
hereinafter described, and (b) applying for the reissuance of the certificate of 
public convenience and necessity issued to Tennessee and United Natural by the 
terms of the Commission’s order issued June 1, 1951, as modified by the order 
issued August 27, 1951, in docket No. G—1614. 

On February 4, 1952, United Natural filed a separate petition to reopen the 
proceeding in docket No. G—1614 upon an application for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of the facilities of Hebron Storage, as de- 
scribed in the original application filed jointly by United Natural and Tennessee 
in said docket No. G—1614, and a request for an order of the Commission direct- 
ing Tennessee to deliver to United Natural 15,000 M. c. f. of natural gas per 
day, in the same manner as provided in said order of the Commission issued 
August 27, 1951. 

The proceeding in docket No. G—1808 is upon a joint petition filed on October 
5, 1951, pursuant to sections 7 and 16 of the Natural Gas Act, by the Manufac- 
turers Light and Heat Co. (Manufacturers) and United Fuel Gas Co. (United 
Fuel), both being subsidiaries of the Columbia Gas System, Inc., for an order 
of the Commission directing Tennessee to transfer, on a temporary basis, during 
the period through August 31, 1952, delivery of 25,000 M. c. f. of natural gas 
per day from its Eastern rate zone to its Northern rate zone, which volume 
of gas Tennessee has been delivering to United Fuel for the account of Manu- 
facturers in accordance with an agreement between those companies. 

By the order issued June 1, 1951, in docket Nos. G-1573 and G—1614, the 
Commission at paragraph (A) (v) thereof, directed Tennessee to make said 
transfer of delivery on a permanent basis, in accordance with the request for 
such authority contained in Tennessee’s original application, as amended, in 
docket No. G-1573. By order issued July 5, 1951, in docket Nos. G-1573 and 
G-1614, granting Tennessee’s request for rehearing and modification of said 
order issued June 1, 1951, the Commission specifically determined that the pro- 
vision of the June 1, order permitting the transfer of delivery of said 25,000 
M. c. f. of gas per day should remain in full force and effect. The order issued 
August 27, 1951, modifying in certain respects the June 1 order, did not affect 
the provisions of said June 1 order pertaining to the transfer of delivery. How- 
ever, Tennessee's refusal to accept the certificates issued was inclusive of the 
authorization to make said transfer of delivery. 

Temporary authorization was granted to Tennessee to make said transfer 
of delivery on December 17, 1951, and was extended for periods of 60 days 
on February 15 and April 23, 1952, respectively. 

The proceeding in docket No. G-1839 is upon an application filed on November 
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15, 1951, pursuant to sections 7 and 16 of the Natural Gas Act, by Republic 
Light, Heat and Power Co. (Republic), for an order of the Commission directing 
Tennessee to furnish to Republic, at the point of delivery located on Republic’s 
system located in Chautauqua, N. Y., a daily volume of 1,000 M. c. f. of natural 
gas in addition to the daily volume of 600 M. c. f. of natural gas which Tennessee 
has heretofore been authorized to deliver to Republic. 

The proceeding in docket No. G-1848 is upon an application filed on December 
8, 1951, pursuant to section 7 (a) of the Natural Gas Act, by the City of Clarks- 
ville, Tenn. (Clarksville), for an order of the Commission directing Tennessee 
to extend and improve its transportation facilities and to establish physical 
connection of its transportation facilities with the facilities to be installed by, 
for and on behalf of Clarksville, and for an order directing Tennessee to supply 
and sell natural gas to Clarksville from its transmission line located approxi- 
mately 25 miles southeast from Clarksville. 

Among other things therein provided and herein noted, said order of June 1, 
1951, in docket Nos. G-1573 and G—1614, found that certificates of public con- 
venience and necessity were issued to Tennessee in docket Nos. G-962 and 
G-1248 authorizing the construction and operation of facilities to provide addi- 
tional system capacity, including 40,000 M. c. f. per day of capacity for sale 
and delivery of natural gas to small towns and communities along its pipe line 
system, and that of the 40,000 M. c. f. of capacity 4,519 M. c. f. per day remained 
unsold and unallocated, as of June 1, 1951. The Commission, in said order of 
June 1, directed Tennessee to make available to Republic, 1,000 M. c. f. per day 
of said unsold and unallocated system capacity, and to Clarksville, the remaining 
3,519 M. ec. f. per day. The Commission’s order issued August 27, 1951, modifying 
the June 1 order did not affect the provisions of said June 1 order pertaining 
to the disposition of said unsold and unallocated capacity of 4,519 M. c. f. per 
day. However, Tennessee’s refusal to accept the certificates was also inclusive 
of the Commission’s disposition of said capacity. 

By order issued March 5, 1952, the Commission reopened the proceedings 
in docket Nos. G-1573 and G—1614 as requested by Tennessee and United Natural, 
ordered that the reopened proceedings be consolidated for the purpose of hear- 
ing with the proceedings in docket Nos. G—1808, G-1839 and G-—1848, as well as 
the proceeding in docket No. G—-1336, In the Matter of East Tennessee Natural 
Gas Co. (East Tennessee) ,* and fixed the date for hearing in the reopened and 
consolidated proceedings. Pursuant to due notice, a public hearing was held 
in Washington, D. C., on April 1, 2 and 8, 1952, respecting the matters involved 
and the issues presented by the amended application in docket No. G-1573 and 
by the several other applications, with the exception of the application in docket 
No. G—1336. 

At the conclusion of the presentation of evidence and cross-examination of 
witnesses in the reopened and consolidated proceedings in docket Nos. G—1573, 
G-1614, G-1808, G-1839 and G-—1848, counsel for Tennessee moved orally for 
an order of the Commission severing the proceedings in those dockets from the 
proceeding in docket No. G-1336, and for an order of the Commission omitting 


1Docket No. G—1336 involves an application filed by East Tennessee for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of additional natural gas facilities to serve new markets in 
the Topside-Bristol area of eastern Tennessee. East Tennessee is an intervener in docket 
Nos. G-1573 and G-1614 and presented evidence in the reopened proceedings with respect 
to its gas requirements for service to its proposed new markets and its needs for additional 
supplies of gas for its present markets. The presentation of evidence in docket No. G—1336 
commenced on April 3, and concluded on April 17, 1952. Briefs have been filed by the 
parties and Commission staff counsel, and the matter is now pending the initial decision 


of the presiding examiner. See, supra, p. 426, for opinion superseding decision of 
examiner in this case. 
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the intermediate decision procedure in docket Nos. G-1573 and G-1614, and the 
related docket Nos. G—1808, G—1839 and G-1848. By order of the Commission 
issued April 17, 1952, the motion to sever was granted, said order also reciting 
that since the Commission had not denied Tennessee’s motion for omission of 
the intermediate decision procedure within 10 days next following its having 
been made, the motion was deemed to have been granted in accordance with 
section 130 (d) (5) of the Commission’s rules of practice and procedure. 
Memorandum briefs were filed herein on April 17, 1952, by Tennessee, United 
Natural, several of the interveners and by the Commission staff. 

The facilities proposed to be constructed and operated by Tennessee under 
its amended application in docket No. G-1573 are as follows: 

(1) Approximately 591 miles of parallel loop line along Tennessee’s presently 
authorized natural-gas transmission system, consisting of: 

(a) Approximately 323 miles of 30-inch O. D. pipeline; (b) approximately 
167 miles of 26-inch O. D. pipeline; (c) approximately 101 miles of 24-inch O. D. 
pipeline. 

(2) Approximately 304 miles of 24inch O. D. natural-gas pipeline, to be 
known as the Mercer-Utica line, extending from Tennessee’s presently author- 
ized compressor station near Mercer, Pa. (No. 219), in a northeasterly direction 
through the Hebron storage field to the proposed Hebron compressor station 
and thence to the Utica compressor station near Utica, N. Y. (No. 245). 

(3) Approximately 250 miles of miscellaneous lateral pipeline. 

(4) New compressor units aggregating approximately 137,000 horsepower 
together with other related facilities, to be installed in Tennessee’s presently 
authorized or existing compressor stations. 

(5) New compressor stations with approximately 28,000 horsepower capacity. 

In the joint application filed in docket No. G-1614 by Tennessee and United 
Natural, the storage facilities proposed to be constructed and operated consist 
of wells, field lines of various lengths and sizes, well measuring stations, and 
miscellaneous buildings and other facilities. 

In addition to the interventions previously permitted by the Commission 
in connection with earlier proceedings in docket Nos. G-1573 and G-1614, the 
following were permitted to intervene and participate in the presently reopened 
and consolidated proceedings in said dockets: 

Pennsylvania Gas Co., Tennessee Natural Gas Lines, Inc., North Penn Gas Co., 
Iroquois Gas Corp., East Tennessee Natural Gas Co., and the cities of Selmer 
and Bolivar, Tenn. United Natural was permitted to intervene in docket No. 
G-1573. 

The facilities proposed to be constructed and operated by Tennessee in the 
amended application in docket No. G-1573 presently under consideration repre- 
sent a substantial increase in facilities over those originally proposed. Instead 
of an increase of 85,000 M. c. f. of gas in its daily system sales capacity, as 
proposed originally, Tennessee now proposes to increase its daily system sales 
capacity by 205,000 M. ec. f. per day, bringing the total designed capacity 
of the Tennessee system to 1,515,000 M. ec. f. of gas per day. The Hebron 
Storage project proposed in docket No. G—1614 would give Tennessee an addi- 
tional volume of up to 200,000 M. c. f. of gas on peak days, or a total system 
peak day delivery capacity of 1,715,000 M. c. f. per day. 

The record shows that by means of the facilities proposed in docket No. 
G-—1573, and in the same manner and for the same purpose as originally applied 
for, and as authorized and directed by the Commission in the order of June 1, 
1951, Tennessee intends to make the transfer of delivery of 25,000 M. c. f. of 
natural gas per day from its eastern rate zone to its northern rate zone for Manu- 
facturers. No increase in system capacity is involved in this operation. 
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Out of the total proposed increase of 205,000 M. ce. f. in daily deliverability 
of its system, Tennessee proposes to provide 190,000 M. c. f. for additional serv- 
ice to existing customers. The evidence of record shows that the 190,000 M. c. f. 
of gas is proposed to be sold as follows: 


M. c. f. 
United Natural Gas Co_- alain lh eh aR aati thia Gace ocala: “a 
IIIS TIN cs as 5 oe a ee ae aiid 
Troquois Gas Co__-_-- ee , Sauk Boles 15, 000 
Northeastern Gas Transmission Co___-~- i o- _ 65, 000 
East Tennessee Natural Gas Co. : 
SN UN a aie ares Sa 
ee fe 
Tennessee Natural Gas Lines, Inc________-___ ll ee eS eee 14, 000 
Western Kentucky Gas Oo ................... a 
Reserved for small towns and communities__________________ 3, 970 
CA: ~ ie sccctel aairds ae ainiectohecnsiastn ns encod tard balbccpaste ceils tis Apinitndeaia: aa 


With respect to the proposed sales to United, Equiiable and Iroquois, no evi- 
dence of record in the present reopened proceedings changes the circumstances 
as they existed in the previous proceedings herein upon rehearing of our order 
of June 1, 1951, and which gave rise to the order of August 27, 1951 wherein it 
was determined and directed that deliveries to each of these customers, of 
15,000 M. ec. f. of gas per day, should be made by Tennessee on a firm basis. It 
is clearly in the public interest that Tennessee again be authorized to make 
these sales. 

Northeastern Gas Transmission Co. (Northeastern) is presently authorized to 
receive 156,000 M. c. f. of gas per day from Tennessee. Although evidence 
of record shows that Northeastern’s market requirements for the winter of 
1952-53 are only 133,239 M. ec. f. of gas, the record also indicates that because 
of the possibility of accelerated gas sales and lower design temperature on its 
system, Northeastern may require 180,000 M. c. f. of gas per day during that 
winter season. It appears from the record in these reopened proceedings that 
Tennessee will probably be able to deliver a volume of gas up to 180,000 M. ec. f. 
to Northeastern during the winter of 1952-53 if such should be necessary. 

The proposed sale by Tennessee of the additional volume of 65,000 M. ec. f. of 
gas to Northeastern is intended to repiace the volume of 64,000 M. c. f. of gas 
per day which the Commission authorized and directed Transcontinental Gas 
Pipe Line Corp. (Transcontinental), in the proceedings in docket No. G—1277, 
to deliver and sell to Northeastern (opinion and order, issued November 8, 
1950, 9 F. P. C. 271). By our order of this date the authorization granted 
Transcontinental has been revoked for reasons stated in that order and which 
need not be repeated here. The record is clear in these reopened proceedings 
that the gas intended to be supplied to Northeastern by Transcontinental, now 
no longer authorized, must be supplanted if Northeastern is to be enabled to 
meet its market requirements and it is therefore clearly in the public interest 
that Tennessee be authorized to supply such requirements. However, in view 
of our findings, after due hearings, in the proceedings in docket Nos. G—1267 
and G-1277, that Northeastern should be supplied by Transcontinental with 
a maximum volume of 64,000 M. c. f. of gas per day, and further in view of 
the fact that the record in these reopened proceedings shows that the sale by 
Tennessee to Northeastern constitutes a replacement of the volumes of gas 
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by one supplier for another, we deem it reasonable to authorize Tennessee to 
sell to Northeastern the same maximum volume of 64,000 M. c. f. of gas per day 
as was authorized in docket No. G—1277, and it will be so ordered. 

East Tennessee is presently authorized to receive 123,876 M. c. f. of gas from 
Tennessee. The record shows that during the winter of 1951-52, East Tennessee 
delivered approximately 140,000 M. c. f. of gas to its customers on a peak day. 
Of this volume of 140,000 M. c. f. approximately 33,000 M. c. f. was interruptible, 
and delivery of this volume of interruptible gas was made possible by excess 
capacity of the Tennessee system. Testimony by a witness for East Tennessee 
shows that the company has estimated firm peak day sales of 124,877 M. c. f. of 
gas in the winter of 1952-53, and 143,997 M. ¢. f. of gas in the winter of 1953-54. 
Under the terms of its general service agreement with East Tennessee, Tennessee 
is obligated to make available estimated additional quantities of natural gas 
in the amount of 19,030 M. ¢. f. per day. Tennessee proposes to deliver such 
volume of gas for use on East Tennessee’s existing system on or after June 1, 
1953. It is clear that this additional volume of gas is required by East Tennessee, 
and Tennessee should be authorized to make such additional quantities of 
gas available to East Tennessee. 

The 40,000 M. ¢. f. of gas which Tennessee proposes to sell to East Tennessee 
for use in the latter’s proposed Topside-Bristol area extension, authorization 
for which is being sought by East Tennessee in the proceeding in docket No. 
G-1336, is the only supply of natural gas which East Tennessee will have 
available to it for the service there proposed. It appears from the evidence 
that authorization of this sale by Tennessee should be withheld at this time, 
pending determination by the Commission of the application in docket No. 
G-1336. 

In the event the 40,000 M. c. f. of gas shall become available to Tennessee 
for sale and delivery to East Tennessee before our final determination of 
the application in docket No. G—1336, it is reasonable and in the public interest 
to reserve the final disposition of such volume of gas for East Tennessee pend- 
ing such final determination, with said volume of reserved gas being utilized 
as storage gas, or sold on a temporary or interruptible basis during this period 
upon authorization of the Commission. In the event of a determination adverse 
to East Tennessee in the proceeding in docket No. G-1336, the Commission 
should, in the public interest, retain jurisdiction over said volume of 40,000 
M. c. f. of gas for such purposes as may be required by the public convenience 
and necessity, and any disposition thereof by Tennessee should be made sub- 
ject to further order of the Commission. 

Tennessee Natural Gas Lines, Inc. intervened in the proceedings in docket 
Nos. G-1573 and G—1614 for the purpose of requesting that its present maxi- 
mum contract volume with Tennessee of 41,000 M. c. f. per day be increased 
to 55,000 M. ¢«. f. per day. As indicated before, Tennessee proposes to make 
the increased sale of 14,000 M. c. f. per day to Tennessee Natural Gas Lines, 
Inc. The testimony of record is that Tennessee Natural Gas Lines, Inc. has only 
one firm customer, the Nashville Gas Co., and one interruptible customer, the 
Dupont Co. of Old Hickory, Tenn. In 1951, Tennessee Natural Gas Lines, Inc., 
had a peak day of 39,957 M. c. f. and Nashville Gas Co. had a peak day of 
41,412 M. ec. f. The difference in Nashville Gas Co.’s peak needs was made 
up by its stand-by facilities. This 1951 peak day of Nashville Gas Co. 
was an increase of 7,326 M. c. f. over the peak day of 1950. The estimated peak 
day for 1952 is 53,600 M. ¢. f. 

In connection with the proposed sale to Western Kentucky Gas Co., the record 
shows that Tennessee has agreed to supply Western Kentucky with its additional 
requirements of up to 3,000 M. ¢c. f. of gas per day. Western Kentucky is 
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presently authorized to receive from Tennessee, 10,600 M. c. f. of gas per day, 
and the evidence of record substantiates Western Kentucky's need for an addi- 
tional supply of natural gas in the amounts proposed to be made available to 
it by Tennessee. 

To permit Tennessee to deliver the increase in requirements of Tennessee 
Natural Gas Lines, Inc. and Western Kentucky Gas Co., is in the public interest 
and authorization therefor should issue. 

The remaining 3,970 M. c. f. of said 190,000 M. c. f. of daily designed capacity 
has been reserved by Tennessee to meet the growth requirements of the small 
towns and communities located along its pipeline system and presently being 
served. The remaining 16,000 M. c. f. of the total proposed increase of 205,000 
M. ec. f. in daily deliverability of its system has been planned by Tennessee for 
the purpose of providing assurance of its ability to meet the load growth of its 
larger requirements customers now purchasing gas under effective gas sales con- 
tracts. Until such time as this 16,000 M. c. f. of gas is disposed of for such pur- 
poses, it will be available to Tennessee for injection into storage. The reserva- 
tion of these volumes of gas for future load growth of the small towns and com- 
munities and larger requirements customers indicates an economic and prudent 
policy and it is in the public interest that Tennessee be authorized the capacity 
proposed for such purposes. 

No new evidence was presented in these reopened proceedings in connection 
with Tennessee’s and United Natural’s request for reissuance of the certificate 
issued in docket No. G—1614 by order of the Commission issued June 1, 1951, 
and modified by the order of August 27, 1951. Tennessee and United Natural 
rely, therefore, upon the evidence adduced in the earlier proceedings herein re- 
specting the Hebron storage facilities. Nothing contained in the record in the 
presently reopened proceedings serves to change the circumstances respecting 
our findings and order of June 1, 1951, that the public convenience and necessity 
require the construction and operation by Tennessee and United Natural of the 
Hebron storage facilities. Accordingly, a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

With respect to the Hebron-Utica line, authorization for which is again sought 
in the proceeding in docket No. G—1573, the Commission denied authorization 
for the construction of this pipe line in its orders of June 1 and August 27, 1951, 
for the reason that Tennessee failed to demonstrate with sufficient definiteness 
what markets it intended to serve with the Hebron storage gas or what the 
needs of these markets might be in the future. In the presently reopened pro- 
ceedings evidence of record indicates that the circumstances with respect to the 
use of the Hebron-Utica line have undergone considerable change. Tennessee 
now proposes to supply the additional volume of gas to Northeastern by pump- 
ing 60,000 M. c. f. per day from the Mercer compressor station through the 
proposed Hebron compressor station to the Utica compressor station and thence 
onto the Nassau compressor station (No. 254) located at the New York-Massachu- 
setts state border. Such procedure necessarily will entail the construction of the 

Hebron-Utica line as well as the additional loop line between the Utica and 
Nassau compressor stations. The estimated cost of construction of the Hebron- 
Utica line is approximately $14,000,000. 

In the light of the proposed sale to Northeastern, the record clearly shows 
that the construction of the Hebron-Utica line is in the public interest and the 
publie convenience and necessity require not only the construction of that line 
but also the proposed loop line from the Utica compressor station to the Nassau 
compressor station. 

With respect to the disposition of the gas from the Hebron storage field, testi- 
mony shows that such gas is intended to be made available to all of the customers 
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on Tennessee’s system when the storage program is in operation. It is Ten- 
uessee’s position in these reopened proceedings, that since it will not be able 
te deliver gas from the Hebron storage field until sometime during 1954, or 
no later than January 1, 1955, it could not state to whom the gas should be 
sold. It is Tennessee's intention to file with the Commission, approximately 6 
months before the top storage gas is available for sale, an application seeking 
authority for the disposition of this gas. The record indicates that the volume 
of top storage gas which will be available for sale and delivery from the Hebron 
storage facilities will amount to 20,000,000 M. c. f. annually. 

Republic, applicant in docket No. G—1839, and Clarksville, applicant in docket 
No. G—1848, did not present new or additional evidence in support of their re- 
quests for orders of the Commission directing the deliveries and sales by 
Tennessee to Republic and Clarksville. Republic and Clarksville rely on the 
evidence of record adduced in the previous proceedings and the findings and 
orders of the Commission previously issued herein. 

The evidence established in these reopened proceedings in no way disturbs 
the facts established in the previous proceedings to the effect that there remains 
unsold and unallocated a volume of 4,519 M. c. f. of gas per day out of the 
40,000 M. ce. f. of gas per day additional capacity authorized Tennessee in docket 
Nos. G-962 and G—1248. It is clear that the public interest requires the sales 
and deliveries to Republic and Clarksville requested in their applications in 
docket Nos. G-1839 and G—1848, to the same extent as determined in our order 
issued herein on June 1, 1951. The record clearly supports our finding that 
the certificate issued herein to Tennessee should be conditioned in this connec- 
tion, in the same manner as the certificate issued by the June 1 order so that 
Tennessee shall make available to Republic a volume of 1,000 M. c. f. of additional 
gas and to the city of Clarksville the remaining volume of 3,519 M. ec. f. of gas 
per day. No separate orders will, therefore, be required in docket Nos. G—183 
and G—1848, and the applications therein should be dismissed and the proceedings 
therein terminated. 

North Penn Gas Co. (North Penn), an intervener herein, presented testimony 
showing that its system is comprised of North Penn, operating in Pennsylvania, 
and its wholly owned subsidiary, Crystal City Gas Co., operating in New York 
State, both companies being operated as an integrated system. The testimony 
of record shows that at the present time approximately one-half of North Penn’s 
requirements are purchased from New York State Natural Gas Corp. and that 
most of its remaining supply of gas is purchased from over 100 local producers. 
North Penn also owns and operates underground storage facilities. It is North 
Penn’s position in these reopened proceedings that Tennessee should make gas 
available to it, by means of the excess capacity available for storage. It is 
Tennessee’s position that the evidence relied upon by North Penn to substantiate 
its position relates only to capacity and not to gas reserves and that Tennessee 
has not shown of record in these proceedings the reserves for this -apacity. 
It appears that North Penn is seeking in these proceedings to obtain authoriza- 
tion to purchase from Tennessee, volumes of storage gas which Tennessee will 
need in order to activate its own Hebron storage project. It does not appear 
to be in the public interest to allocate gas to North Penn until such time as it is 
shown by Tennessee to be available, after commencement of Hebron storage 
operations. 

New York State Electric and Gas Corp. (New York State Electric), an 
intervener in the proceedings in docket Nos. G-1573 and G-—1614, asserts a need 
for additional supplies of natural gas from its supplier, New York State Natural 
Gas Corp., and requests in these reopened proceedings, in the same manner 
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that it requested in the earlier proceedings herein, that such supplies be made 
available by Tennessee and be delivered to New York State Electric for the 
account of New York State Natural Gas Corp. at a new connection where an 
existing 10-inch line of New York State Electric intersects Tennessee’s pipeline 
near Phelps, N. Y. 

The record is clear that the delivery of gas by Tennessee under the arrange- 
ment proposed by New York State Electric would relieve a serious distribution 
pressure problem on New York State Electric’s system, and that a saving in 
excess of $1,000,000 in future construction would result. It appears to be in 
the public interest that the proposed new point of delivery should be authorized. 
The record, however, does not support a finding that Tennessee should, at this 
time, make additional volumes available to New York State Natural Gas Corp. 
for delivery to New York State Electric under the proposed arrangements. 

The total estimated cost of construction of the facilities proposed in docket 
No. G-1573, as shown by the evidence of record, is $128,216,000. Tennessee’s total 
system construction program calls for the expenditure of $204,000,000, which 
includes not only the cost of the docket No. G-1573 facilities and Tennessee’s 
portion of the cost of construction of the facilities proposed in docket No. G—1614, 
but also cost of completion of construction already authorized by the Commission, 
and cost for construction of facilities not requiring Commission authorization. 
Tennessee proposes to finance its total system construction costs, and to provide 
for the repayment of $20,000,000 of short-term bank loans outstanding as of 
December 31, 1951, by the issuance and sale of $225,000,000 of new securities. 
This aggregate amount of securities will consist of : (1) $22,000,000 of first mort- 
gage pipeline bonds to be issued against facilities which were completed by 
December 31, 1951, but which had not been certified for the issuance of bonds; 
(2) additional first mortgage pipeline bonds to the extent of approximately 
$123,000,000, or 60 percent of Tennessee’s entire construction program cost of 
$204,000,000 ; (3) $20,000,000 of debentures, (4) $30,000,000 of additional pre- 
ferred stock; and (5) $30,000,000 to be derived from the sale of common stock 
and retained earnings. The testimony of record shows that as of December 31, 
1951, Tennessee’s total capitalization consisted of approximately 67 percent debt 
securities, 14 percent preferred stock, and 19 percent common equity. Tennessee’s 
financing plan appears to be reasonable. 

Tennessee presented extensive evidence relating to additional gas reserves 
acquired since the close of the original proceedings in docket No. G—1573. The 
total remaining recoverable gas reserves available to Tennessee, as of Novem- 
ber 1, 1951, were estimated to be approximately 1,388,394,000 M. c.f. The record 
shows that Tennessee’s total gas supply requirements through the year 1971 are 
826,115,000 M. c. f., at a pressure base of 14.65 pounds per square inch absolute. 
Tennessee’s gas reserve studies were presented on an incremental basis and the 
record indicates clearly that the incremental reserves presented are adequate to 
meet Tennessee’s incremental requirements for a period in excess of 20 years. 

With respect to the question of deliverability of the incremental reserves to 
meet Tennessee’s incremental requirements, the evidence shows a total deliver- 
ability available to Tennessee through the year 1971 of 955,213,760 M. c.f. to 
meet the estimated total requirements of 826,115,000 M. c.f. This indicates that 
in the 20-year period, Tennessee will have available to it 129,098,000 M. c.f. of 
deliverability in excess of its requirements. The only deficiency in deliverability 
will occur in 1971 when an annual deficiency of 1,586,000 M. c. f. will exist. 

It appears to be reasonable and in the public interest that for the purposes of 
these reopened proceedings Tennessee’s incremental study of its deliverability 
estimates should be accepted. However, we consider it reasonable to require 
Tennessee, in any future proceedings on applications for certificates of public 
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convenience and necessity involving material increase in its total system de- 
liverability capacity, to present. evidence showing a complete system deliver- 
ability study on a year-by-year basis. Tennessee has been so notified by the 
Commission and such notice constitutes a part of the record herein. 

Upon consideration of the evidence adduced in previous proceedings in docket 
Nos. G-1573 and G—1614, the findings, orders and authorizations of the Com- 
mission based upon such evidence, and upon the evidence of record in these 
reopened proceedings and the briefs filed by the parties and Commission staff 
counsel, the Commission further finds: 

(1) Tennessee, a Delaware corporation having its principal place of business 
at Houston, Tex., owns and operates, among other facilities, a natural-gas 
transmission pipeline system in the States of Texas, Louisiana, Arkansas, Mis- 
sissippi, Tennessee, Kentucky, and West Virginia, and by such operations, Ten- 
nessee is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of July 12, 1947, in docket No. G—910, 6 F. P. C. 777. 

(2) United Natural Gas Co., a Pennsylvania corporation, having its principal 
place of business at Oil City, Pa., owns and operates a natural-gas transmission 
pipeline system located in the States of Pennsylvania and Ohio and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of March 30, 1943, in Docket No. G—328, 3 F. P. C. 959. 

(3) The facilities hereinbefore described which Tennessee and United Natural 








propose to construct and operate will be used for the transportation and sale 
of natural gas for resale in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Tennessee’s and United Natural’s exist- 
ing pipeline systems, and the construction and operation thereof by Tennessee 
and United Natural are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(4) Tennessee and United Natural are able and willing properly to do 
the acts and to perform the service proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 

(5) The intermediate decision procedure having been omitted, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
above-entitled proceedings. 

(6) The proposed construction and operation of the facilities by Tennessee 
in docket No. G-1578 are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) The proposed construction and operation of the facilities by Tennessee 
and United Natural in docket No. G-1614 are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(8) The public convenience and necessity require that the certificate issued 
herein to Tennessee in docket No. G-1573 be conditioned upon it making avail- 
able to Republic a maximum daily volume of 1,000 M. ¢. f. of gas in addition 
to the daily volume of 600 M. c. f. which Tennessee is presently authorized to 
deliver to such company, and upon it making available on a firm basis to the 
city of Clarksville a maximum daily volume of 3,519 M. ec. f. of gas. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued in docket No. G—-1573 authorizing Tennessee Gas Transmission 
Co. to construct and operate the facilities hereinbefore described, all as more 
fully described in the amended application filed with the Commission on Janu- 
ary 17, 1952, for the transportation and sale of natural gas, with the exception 
of the volume of gas proposed to be sold to Northeastern Gas Transmission 
Co., as therein set forth, subject to the jurisdiction of the Commission upon 
the terms and conditions of this order. 

(B) Tennessee Gas Transmission Co. shall deliver an additional volume 
of 64,000 M. c. f. of gas per day to Northeastern Gas Transmission Co., in lieu 
of the 65,000 M. ec. f. of gas proposed in the amended application in docket No. 
G-1573, said 64,000 M. c. f. of gas constituting a replacement of the same volume 
of gas heretofore authorized by the Commission in its opinion and accompany- 
ing order in Docket No. G—1277, 9 F. P. C. 271, to be delivered and sold to North- 
eastern Gas Transmission Co. by Transcontinental Gas Pipe Line Corp., and 
which authorization to Transcontinental Gas Pipe Line Corp. has been revoked 
by our order of this date. 

(C) Tennessee Gas Transmission Co. shall use the 1,000 M. ec. f. of gas re- 
maining after our reduction herein of the 65,000 M. c. f. to 64,000 M. c. f. for sale 
to Northeastern Gas Transmission Co., as an addition to the 15,000 M. c. f. of gas 
proposed to be held in reserve for its larger requirements customers, thus bring- 
ing such reserve capacity to a total of 16,000 M. ce. f. of gas per day. 

(D) Tennessee Gas Transmission Co. shall transfer the delivery of 25,000 
M. c. f. of natural gas per day from its eastern rate zone to its northern rate 
zone, which volume of gas Tennessee Gas Transmission Co. has been delivering 
to United Fuel Gas Co. in the former’s eastern rate zone for the account of 
The Manufacturers Light and Heat Co. in accordance with the transportation 
agreement between the parties dated July 29, 1950. By reason of this authoriza- 
tion the temporary authorization issued to Tennessee Gas Transmission Co. 
to make such transfer of delivery shall hereafter no longer be in force and the 
application of the Manufacturers Light and Heat Co. and United Fuel Gas Co. 
in docket No. G—1808 be and it is hereby dismissed and the proceedings therein 
are terminated. 

(E) Tennessee Gas Transmission Co. shall make available to Republic Light, 
Heat and Power Co., Inc., a maximum daily volume of 1,000 M. c. f. of gas in 
addition to the daily volume of 600 M. c. f. which Tennessee Gas Transmission 
Co. is presently authorized to deliver to Republic Light, Heat and Power Co., 
Inc., and shall make available on a firm basis to the city of Clarksville, Tennessee, 
a maximum daily volume of 3,519 M. c. f. of gas. The applications in docket 
Nos. G—1839 and G-1848 be and they are hereby dismissed and the proceedings 
therein are terminated. 

(F) Pending determination of the application filed by East Tennessee Natural 
Gas Co. in docket No. G-—1336, Tennessee Gas Transimission Co. shall place 
in storage, if possible, the maximum volume of 40,000 M. c. f. of gas proposed 
in docket No. G-1573 to be made available to East Tennessee Natural Gas Co. 
for service on that company’s proposed Topside-Bristol extension, or in the event 
that all or any part of this volume of gas cannot be used for storage, sell the 
same on a temporary or interruptible basis upon authorization of the Com- 
mission. The Commission, in the public interest, retains jurisdiction over said 
volume of 40,000 M. c. f. of gas, in the event of an unfavorable determinatior 
of the application in docket No. G—1336, for such purposes as may be required 
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by the public convenience and necessity, and disposition thereof by Tennessee 
Gas Transmission Co., in that event, shall be subject to further order of the 
Commission. 

(G) Tennessee Gas Transmission Co. be and it is hereby directed to construct 
a physical connection with the facilities of New York State Electric and Gas 
Corp. at a new delivery point where an existing 10-inch pipe line of New York 
State Electric and Gas Corp. presently intersects Tennessee Gas Transmission 
Company’s presently authorized 24-inch pipe line near Phelps, N. Y., said con- 
nection to be used solely for peak day or emergency deliveries of natural gas 
to New York State Electric and Gas Corp. for the account of New York State 
Natural Gas Corp. No additional volumes of gas shall be delivered to New 
York State Electric and Gas Corp. by Tennessee Gas Transmission Co. as a result 
of said peak day or emergency deliveries. 

(H) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee Gas Transmission Co. and United Natural Gas 
Co. to construct and operate the facilities in docket No. G—1614 as hereinbefore 
described, all as more fully described in the application in said docket, as 
amended and supplemented, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(1) Tennessee Gas Transmission Co., in docket No. G—1573, and Tennessee 
Gas Transmission Co. and United Natural Gas Co. in docket No. G—1614, shall 
report to the Commission, in writing and under oath, the completion date of the 
construction of the facilities herein authorized to be constructed, together with 
the date of commencement of operations. 

(J) These certificates are not transferable and shall be effective only so long 
as Tennessee Gas Transmission Co. and United Natural Gas Co. continue the 
operations hereby authorized in accordance with the terms and conditions 
of this order, and in accordance with the provisions of the Natural Gas Act, 
and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission. 

Chairman Buchanan concurring in the result. Commissioner Doty not par- 
ticipating. 


Adopted: June 17, 1952. Issued: June 19, 1952. 


Order issuing license (major) 
Valdez Cold Storage Corp. 
Project No. 1970 


Application was filed June 5, 1947, and later supplemented, by Valdez Cold 
Storage Corp., of Valdez, Alaska, for a license under the Federal Power Act 
(hereinafter referred to as the act) for constructed major project No. 1970, 
located on Solomon Gulch, a tributary of Port Valdez, in the Third Judicial 
Division, Alaska, and affecting public lands of the United States. 

The project, which is a restored part of former project No. 1101, such restora- 
tion having been completed on May 1, 1947, occupies 40.578 acres of lands of 
the United States, exclusive of 1.972 miles of transmission line, and consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
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States; such project area and project boundary being more specifically shown 
and described by a certain exhibit which formed part of the application for 
license and which is designated and described as follows: 

Erhibits J and K.—(F. P. C. No. 1970-2), a map in one sheet entitled “Map 
of power project—Solomon Gulch—Alaska,” signed Valdez Cold Storage Corp. 
by Herman J. Sontag, president, on March 5, 1949, and revised in the Com- 
mission in accordance with a print filed November 30, 1950. 

(b) Principal structures, comprising a concrete dam 26 feet high and 105 
feet long forming a storage reservoir of 1,500 acre-feet capacity; a timber 
diversion dam 4 feet high and 24 feet long; a wooden conduit 1,356 feet long 
composed of flume and inverted siphon sections; a steel penstock 1,656 feet 
long; a metal-sheathed wood-frame powerhouse 20 feet by 48 feet containing a 
Pelton water wheel direct-connected to a 150-kilowatt generator; a trans- 
mission line 4.947 miles long; and appurtenant facilities; the location, nature, 
and character of which structures are more specifically shown by the exhibit 
hereinbefore cited and by a certain other exhibit which also formed part of 
the application for license and which is designated and described as follows: 

Erhibit L—(F. P. C.) No. 1970-3), a drawing in one sheet entitled “Map of 
power project—Solomon Gulch—Alaska,” unsigned, and revised in the Com- 
mission in accordance with a print filed November 30, 1950. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the mainte- 
nance or operation of the project. 

The Under Secretary of the Interior, acting for the Secretary of the Interior, 
has reported on the application. 

The Alaska Department of Fisheries has reported on the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the Territory 
of Alaska and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable Territorial laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not develop the full power possibilities of the site but 
such development meets the present needs of the applicant and may lead to 
a greater industrial development. 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(5) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with any reservation or withdrawal of public lands. 

(6) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(7) The installed horsepower capacity of the project hereinafter authorized 
is 225 horsepower, and the energy generated thereby is used in the applicant’s 
cold storage plant in the town of Valdez. 
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(8) The transmission line extending from the project plant to the applicant’s 
cold storage plant in the town of Valdez is part of the project within the mean- 
ing of section 3 (11) of the act, and should be included in the license for the 
project. 

(9) The amount of annual charges to be paid under the license for the pur- 
poses of reimbursing the United States for the costs of administration of part I 
of the act, and for recompensing it for the use, occupancy, and enjoyment of 
its lands is reasonable as hereinafter fixed and specified. 

(10 The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission's rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Valdez Cold Storage Corp. under section 4 (e) 
of the act for a period of 20 years, effective as of May 1, 1947, for the opera- 
tion and maintenance of project No. 1970 upon public lands of the United 
States in the Third Judicial Division, Alaska, subject to the terms and condi- 
tions of the act which is incorporated by reference as a part of this license, and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-1, entitled “Terms and conditions of license for constructed major project 
affecting lands of the United States,” except for article 20 thereof, which terms 
and conditions are attached hereto and made a part hereof; and subject to the 
following special condition set forth herein as an additional article: 

irticle 24. The Licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part 1 of the act, $15.25. 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, exclusive of those used for transmission- 
line right-of-way, $40.58; and 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands for transmission-line right-of-way only 
$15.77. 

(C) The exhibits designated and described in paragraphs (a) and (b) 
above are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


idopted: June 17,1952. Issued: June 19, 1952. 


Findings and order granting, in part, and denying, in part, applications for 
certificates of public convenience and necessity 


Texas Eastern Transmission Corp., Southern Natural Gas Ce., and Mississippi 
River Fuel Corp. 
Docket Nos. G—1884, G—1894 


On January 28, 1952, Texas Eastern Transmission Corp. (Texas Eastern) 
and Southern Natural Gas Co. (Southern) filed a joint application in docket 
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No. G-1884 for a certificate of public convenience and necessity authorizing 
(1) the planned exchange of natural gas pursuant to an exchange agreement, 
dated January 12, 1952, whereby Southern would deliver to Texas Eastern up 
to 35,000 M. c. f. per day on an interruptible basis until November 1, 1952, and 
Texas Eastern would return equivalent quantities between November 1, 1952, 
and November 1, 1957, (2) unforeseen temporary emergency deliveries by either 
party to the other, with redeliveries to be made as promptly as feasible, and 
(3) construction and operation of facilities for said exchanges of gas. Said 
planned exchange would be effectuated through an existing connection near 
Lucky, La., and through a proposed connection to be constructed near Texas 
Eastern’s Kosciusko compressor station in Attala County, Miss. Said unforeseen 
temporary emergency exchanges would be effectuated only through said pro- 
posed Kosciusko connection. Temporary authorization was granted on April 
1, 1952, to Southern to deliver such planned quantities of gas to Texas Eastern 
upon an emergency basis, said authorization being without prejudice to final 
Commission action in docket No. G-1884. 

On February 18, 1952, Texas Eastern and Mississippi River Fuel Corp. 
(Mississippi) filed a joint application in docket No. G—1894 for a certificate of 
public convenience and necessity authorizing the exchange of natural gas pur- 
suant to an exchange agreement, dated January 5, 1952, whereby, as hereinafter 
set forth, Mississippi would deliver certain quantities of natural gas as available 
to Texas Eastern until November 1, 1952, and Texas Bastern would pay for 
or return equivalent quantities between November 1, 1952, and November 1, 
1957, and further authorizing the construction of facilities for such exchange 
at two points of connection in Harrison County, Tex. Said application states 
that Mississippi would also deliver gas to Texas Eastern at two existing points 
of connection in Lincoln Parish, La. 

Under said agreement of January 5, 1952, Mississippi would deliver to Texas 
Eastern at said two points in Louisiana not less than 15,000 M. c. f. of gas per 
day and at said two points in Texas not less than 20,000 M. ec. f. of gas per 
day, with an additional volume of 15,000 M. c. f. per day to be delivered at said 
points in Louisiana and an additional quantity of 20,000 M. c. f. per day to 
be delivered at said points in Texas between May 1, 1952, and August 31, 1952, 
inclusive, upon determination by Mississippi that such quantities would be avail- 
able and upon election by Texas Eastern to take such quantities. Such deter- 
mination has been made by Mississippi and Texas Eastern has elected to take 
such additional quantities (exh. 3). Under said agreement of January 5, 1952, 
as subsequently modified, Texas Eastern would have the obligation of returning 
to Mississippi quantities of gas equivalent to those delivered by Mississippi to 
Texas Eastern in Texas, and would have the option of returning equivalent 
quantities of gas as to all gas delivered by Mississippi to Texas Eastern in 
Louisiana or to pay for such gas delivered in Louisiana. On March 27, 1952, 
temporary authorization was granted to Mississippi to make emergency deliveries 
to Texas Eastern until April 30, 1952, and on April 30, 1952, said temporary 
authorization was extended until May 31, 1952. On May 29, 1952, the temporary 
authorization was further extended to June 30, 1952. 

The applications in docket Nos. G—1884 and G—1894 were consolidated for pur- 
pose of hearing by Commission order issued April 2, 1952, and pursuant to due 
notice, a public hearing was held in Washington, D. C., on April 24, 1952, concern- 
ing the matters involved and the issues presented by the aforegoing joint 
applications. 

It appears from the record that Southern commenced deliveries to Texas 
Eastern on December 27, 1951. It also appears that Mississippi commenced 
deliveries to Texas Eastern on January 5, 1952. 
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The record shows that Southern’s allowable withdrawals from the Logansport 
and Bear Creek gas fields in Louisiana are greater than the amounts that 
Southern needs or can transport within the limitations of its existing line 
capacity, and that the maximum daily quantities of natural gas proposed to 
be delivered by Southern to Texas Eastern can be made available to Texas 
Eastern without impairing Southern’s ability to meet its existing market re- 
quirements. The record further shows that Mississippi has available sufficient 
quantities of gas to permit the delivery to Texas Eastern of the quantities of 
gas set forth in its agreement with Texas Eastern of January 5, 1952, without 
impairing its ability to meet its existing market requirements. 

It appears from the record herein that Texas Eastern would obtain approxi- 
mately 26,000,000 M. ec. f. from the exchanges contemplated in docket Nos. 
G-—1884 and G-1894. It appears, however, that in order to return this quantity 
of gas to Southern and Mississippi, Texas Eastern would require quantities of 
gas in addition to the amounts presently obtainable under its existing gas pur- 
chase contracts, and further, that Texas Eastern must acquire additional sup- 
plies of gas to meet its estimated firm customer requirements from and after 
1952. 

It further appears from the record that on April 24, 1952, Texas Eastern filed 
an application in docket No. G-1947 for a certificate of public convenience and 
necessity authorizing it to construct and operate a natural-gas transmission 
pipeline to extend from Providence City, Tex., to Texas Eastern’s station “E” 
on its existing system in northern Louisiana, for the purpose of making addi- 
tional gas available to its system, and in connection with said application has 
filed gas purchase contracts intended to make available to its system gas in 
the amount of 109,300 M. c. f. per day. No hearing has yet been held with 
respect to the application in docket No. G—1947. 

The record further shows that the return of gas by Texas Eastern to Southern 
and to Mississippi is subject to the sole control of the latter two companies, 
which can require Texas Eastern to return contract amounts of gas during co- 
incidental peak-day periods, irrespective of the requirements of the firm 
customers of Texas Eastern. 

Rate schedules applicable to the proposed Texas Eastern-Southern and 
Texas Eastern-Mississippi exchanges have been filed and permitted to take 
effect by Commission order issued April 30, 1952. Such rate schedules were ac- 
cepted without prejudice to any findings or orders which have been or might be 
thereafter issued by the Commission in any proceeding then pending or here- 
after instituted by or against the aforesaid applicants, and the Commission’s 
order accepting such schedules for filing specifically stated that nothing con- 
tained therein shall be construed as a waiver of the requirements of section 7 
of the Natural Gas Act. 

The Commission finds: 

(1) Texas Eastern Transmission Corp., a Delaware corporation having its 
principal place of business at Shreveport, La., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Texas, Louisiana, Arkansas, Missouri, Illinois, Indiana, Ohio, West Virginia, 
Pennsylvania, New Jersey and New York, and by such operations is engaged 
in the transportation and sale of natural gas in interstate commerce for ulti- 
mate public consumption, and is therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 10, 1947 in docket No. G—880, 6 F. P. C. 148. 

(2) Southern Natural Gas Co., a Delaware corporation having its principal 
place of business at Birmingham, Ala., owns and operates, among other facili- 
ties, a natural-gas transmission pipeline system located in the States of Texas, 
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Mississippi, Louisiana, Alabama, and Georgia, and by such operations is en- 
gaged in the transportation and sale of natural gas in interstate commerce for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 6, 1952, in docket No. G-296, 3 F. P. C. 822. 

(3) Mississippi River Fuel Corp., a Delaware corporation having its principal 
place of business at St. Louis, Mo., owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of Texas, 
Louisiana, Arkansas, Missouri, and Illinois, and by such operations is engaged 
in the transportation and sale of natural gas in interstate commerce for ulti- 
mate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of March 1, 1944, in docket No. G-291, 4 F. P. C. 535 

(4) The facilities proposed to be constructed and operated by Texas Eastern 
and Southern in docket No. G—1884, and the facilities proposed to be constructed 
and operated by Texas Eastern and Mississippi in docket No. G—1894, are pro- 
posed to be used in the transportation and sale of natural gas for resale in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof, and the exchange of natural gas proposed 
in docket Nos. G—1884 and G—1894, are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(5) Southern is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thererunder. 

(6) Mississippi is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission there- 
under. 

(7) As hereinafter ordered and conditioned, Texas Eastern is able and 
willing to deliver to Southern and to Mississippi volumes of gas equivalent to 
volumes delivered by Southern and Mississippi to Texas Eastern up to the 
date of the order herein, and in other respects to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(8) Texas Eastern has not shown that it is or will be able to return, in the 
amounts and manner proposed, the quantities of gas which it is contemplating 
will be received by it pursuant to the exchange agreements with Southern 
and Mississippi, dated January 12, 1952, and January 5, 1952, respectively. 

(9) As hereinafter ordered and conditioned, the proposed construction and 
operation of the facilities described in the applications in docket Nos. G-—1884 
and G—1894, the delivery of gas by Texas Eastern to Southern and to Mississippi, 
the delivery and sale of gas by Mississippi to Texas Eastern and the emergency 
deliveries by Texas Eastern and Southern to each other as described in the 
application in docket No. G-1884, are required by the public convenience and 
necessity, and certificates therefor should be issued. 

(10) It is appropriate to carry out the provisions of the Natural Gas Act 
that the applicants in docket Nos. G—-1884 and G—1894 file revised rate schedules 
to conform to the provisions of the certificates of public convenience and neces- 
sity hereinafter issued. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued in docket No. G—-1884, authorizing (1) Texas Eastern and Southern 
to construct and operate the facilities described in their joint application in 
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docket No. G—1884; (2) temporary emergency deliveries by either applicant 
in docket No. G—1884 to the other upon the terms and conditions set forth 
in the application in docket No. G—1884 and the agreement of January 12, 
1952 between Texas Eastern and Southern; and (3) Texas Eastern to deliver 
to Southern, in accordance with the applicable provisions of the agreement of 
January 12, 1952, volumes of gas equivalent to volumes delivered by Southern 
to Texas Eastern commencing on December 27, 1951, and continuing up to and 
including the date of issuance of this order, subject, however, to the condi- 
tion that Texas Eastern shall return such volumes of gas in amounts at times 
when to do so will not impair its ability to meet its existing firm obligations 
to its customers. 

(B) The application in docket No. G—1884 be and the same hereby is denied 
except to the extent set forth in (A) above. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued in docket No. G-1894 authorizing (1) Texas Eastern and Mississippi 
to construct and operate the facilities described in their joint application in 
docket No. G-1894; (2) Texas Eastern to deliver to Mississippi volumes of gas 
equivalent to volumes delivered by Mississippi to Texas Eastern commencing 
on January 5, 1952, and continuing up to and including the date of issuance of 
this order, subject, however, to the condition that Texas Eastern shall return 
such volumes of gas in amounts and at times when to do so will not impair 
its ability to meet its existing firm obligations to its customers; and (3) 
authorizing Mississippi to deliver to Texas Eastern in Louisiana until November 
1, 1952, the quantities of gas set forth in the agreement of January 5, 1952, 
applicable to said Louisiana deliveries, including the additional quantities elected 
to be taken by Texas Eastern as provided for in said agreement, subject, 
however, to the condition that as to all gas delivered in Louisiana after the date 
of issuance of the Commission’s order herein, Texas Eastern shall pay for 
such gas at the price per M. c. f. set forth in the rate schedule filed in connec- 
tion with the proposed exchange in docket No. G—1894, and shall not return 
equivalent volumes of gas. 

(D) The application in docket No. G—1894 be and the same hereby is denied 
except to the extent set forth in (C) above. 

(EB) This order is without prejudice to any findings or orders which have 
been or may be hereafter made by the Commission in any proceeding now pend- 
ing or hereafter instituted by, or against, any of said applicants. 

(F) As a condition attached to the issuance of the certificates granted 
herein and to the exercise of rights granted thereunder, applicants shall, 
within 30 days from the date of issuance of the order herein, file revised rate 
schedules to conform to the provisions of the certificates herein issued. 

(G) Texas Eastern, Southern, and Mississippi shall respectively report to 
the Commission, in writing and under oath, the completion date of the con- 
struction, by each applicant, of the facilities hereinbefore described, together 
with the date of commencement of operations. 

(H) The certificates herein issued in docket Nos. G-1884 and G—1894 are 
not transferable and each shall be effective only so long as the holders thereof 
continue the operstions hereby authorized in accordance with the provisions of 
the Natural Gas Act, and any pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission. 

Commissioner Doty not participating. 


Adopted: June 19, 1952. Issued: June 20, 1952. 
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Order approving maintenance of permanent connection for emergency use only 
Central Maine Power Co. 
Docket No. E-6247 


By order dated November 9, 1949 in docket No. E-6247, 8 F. P. C. 1249, the 
Commission authorized Central Maine Power Co. (applicant) to maintain a per- 
manent connection for emergency use only with the Public Service Co. of New 
Hampshire (Public Service Co.). By further order of August 22, 1950, the Com- 
mission extended the authorization to maintain the connection until December 
31, 1951. On May 22, 1952, applicant requested extension of the authorization 
which expired December 31, 1951. 

Applicant is a corporation organized under the laws of the State of Maine 
and having its principal office at Augusta, Maine, and is engaged in the genera- 
tion, transmission, distribution and sale of electric energy in Maine. 

Public Service Co. is a corporation organized under the laws of New Hamp- 
shire having its principal office at Manchester, N. H., and is engaged in the 
transmission, distribution and sale of electric energy in the States of Maine, 
New Hampshire and Vermont and owns and operates facilities for the transmis- 
sion and sale at wholesale of electric energy in interstate commerce and is a 
“public utility” within the meaning of that term as used in section 201 of the 
Federal Power Act. 

The permanent connection consists of a 115 kilovolt wood-pole transmission 
line, approximately 10 miles in length, extending from a 115 kilovolt transmission 
line of Public Service Co. located in the southwestern part of Maine to the 
applicant’s substation in North Berwick, Maine. 

At the present time applicant is installing two 30,000 kilowatt steam-electric 
generating units in its Mason Station, Wiscasset, Maine, and has begun work 
on a 45,000 kilowatt hydroelectric generating station. Of the 30,000 kilowatt 
steam-electric generating units, the first is expected to go into operation in 
June 1952, the second in the spring of 1953. The hydroelectric generating 
station is not expected to go into operation until July 1954. Maintenance of the 
interconnection with Public Service Co. will enable the applicant to meet emer- 
gency demands for electric energy prior to the installation of new generating 
capacity. 

The Commission finds: 

(1) The facilities which applicant owns and operates may not include facilities 
for the transmission or sale at wholesale of electric energy in interstate com- 
merce and the applicant accordingly may not be a public utility within the 
meaning of section 201 of the Federal Power Act. 

(2) The proposed interconnection is a permanent connection within the mean- 
ing of section 202 (d) of the Federal Power Act. 

(3) Maintenance and use of such interconnection may involve the transmis- 
sion or sale at wholesale of electric energy in interstate commerce within the 
meaning of section 201 of the act. 

(4) The maintenance and use of the interconnection until June 1, 1953 as 
hereinafter approved, will serve the emergency needs of applicant and be de- 
sirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The maintenance until June 1, 1953, of the aforesaid permanent connec- 
tion for emergency use only, as the term “emergency” is defined in section 
32.20 of the Commission’s general rules and regulations, is hereby approved 
and shall not affect the status of the applicant under the act. 
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(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Applicant shall report each use of the connection to the Commission 
in accordance with section 32.23 of the Commission’s regulations under the 
Federal Power Act. 


Adopted: June 19,1952. Issued: June 23, 1952. 


Order dismissing application for want of jurisdiction pursuant to section 318 
of the Federal Power Act 


Potomac Light & Power Co. and Northern Virginia Power Co. 
Docket No. E-6419 


Potomac Light and Power Co. (Potomac Light) and Northern Virginia Power 
Co. (Northern Virginia Power), the former a corporation organized and exist- 
ing under the laws of the State of West Virginia with its principal business 
office at Martinsburg, W. Va., and the latter organized and existing under the 
laws of the State of Virginia with its principal business office at Winchester, 
Va., on March 26, 1952, filed their joint application for an order pursuant to 
section 203 of the Federal Power Act, authorizing the merger or consolidation of 
Potomac Light’s facilities with the facilities in West Virginia of Northern 
Virginia Power. The two companies are wholly owned subsidiaries of the 
Potomac Edison Co. (Potomac Edison). 

In effecting the merger, under an agreement dated March 14, 1952, between 
Potomac Edison, Potomac Light, and Northern Virginia Power, the last-named 
company agrees to transfer all its electric properties and facilities in West 
Virginia to Potomac Light. In consideration therefor, Potomac Light agrees 
to issue to Potomac Edison, 28,601 additional shares of common stock, par 
value $100 per share. Potomac Edison proposes to surrender to Northern 
Virginia Power for cancellation and retirement, 1500 shares of Northern Vir- 
ginia Power’s preferred stock, par value $100 per share, and 27,101 shares of 
Northern Virginia Power’s common stock, par value $100 per share. The shares 
so surrendered will be retired. The number of shares of Potomac Light’s com- 
mon stock to be issued to Potomac Edison and the number of shares of Northern 
Virginia Power’s common stock surrendered by Potomac Edison will be ad- 
justed for any change in depreciated book value of electric property, between 
October 31, 1951 and the closing date of the agreement. 

The parties referred to above have also made application under the Public 
Utility Holding Company Act to the Securities and Exchange Commission for 
authority to dispose of and acquire the various facilities under consideration 
here. By order, dated May 22, 1952, the Securities and Exchange Commission 
granted and permitted the disposition and acquisition of the facilities referred 
to above. In view of the SEC order the parties requested, on June 4, 1952, that 
their application before the Federal Power Commission be dismissed in accord- 
ance with the provisions of section 318 of the Federal Power Act. 

The Commission finds: 

(1) Potomac Light, a corporation organized and existing under the laws of 
the State of West Virginia, owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is generated for 
the most part in the State of Maryland, and consumed at points outside the 
304039—57———70 
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State in which it is generated, all of which facilities are in addition to, and do 
not include, facilities used for the generation of electric energy, facilities used 
in local distribution, or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter. Potomac Light is, therefore, a public utility within 
the meaning of that term as used in section 203 of the Federal Power Act, 

(2) Northern Virginia Power, a corporation organized and existing under 
the laws of the State of Virginia, is a public utility within the meaning of sec- 
tion 203 of the Federal Power Act, subject to the jurisdiction of the Commission 
as described and set forth in the Commission’s order entered April 19, 1946, In 
the Matter of Northern Virginia Power Company, docket No. IT-5978, 5 F. P. C. 
458. 

(3) Inasmuch as the proposed disposition of its West Virginia facilities by 
Northern Virginia Power to Potomac Light and proposed acquisition thereof by 
Potomac Light are subject to the requirements imposed by or under the Public 
Utility Holding Company Act and the Securities and Exchange Commission has 
by its order, referred to above, asserted jurisdiction over the same, such disposi- 
tion and acquisition, therefore, are exempt from the requirements of section 
203 of the Federal Power Act pursuant to the provisions of section 318 of the 
Act. 

The Commission orders: 

Northern Virginia Power's request for authorization to dispose of its West 
Virginia facilities to Potomac Light and Potomac Light’s request for authoriza- 
tion to acquire such facilities be and the same hereby are dismissed for 
want of jurisdiction by virtue of the requirements of section 318 of the Federal 
Power Act. 


Adopted: June 19,1952. Issued: June 28, 1982. 


Order dismissing application for want of jurisdiction pursuant to section 318 
of the Federal Power Act 


South Penn Power Co. and Franklin Transmission Co. 
Docket No. E-6420 


South Penn Power Co. (South Penn), and Franklin Transmission Corp. 
(Franklin Transmission), corporations organized and existing under the laws 
of the State of Pennsylvania and having their principal business offices at 
Waynesboro, Pa., on March 26, 1952, filed their joint application for an order 
pursuant to section 203 of the Federal Power Act, authorizing the merger or 
consolidation of South Penn’s facilities with all of the facilities of Franklin 
Transmission. The two companies are wholly owned susidiaries of The 
Potomac Edison Co. (Potomac Edison). 

In effecting the merger, under an agreement, dated March 14, 1952, between 
Potomac Edison, South Penn and Franklin Transmission, the last-named com- 
pany will declare and pay a cash dividend on its capital stock, payable to Poto- 
mac Edison as its sole stockholder, in an amount equal to its earned surplus 
at the close of the calendar month preceding the closing date of the agreement. 
South Penn will issue to Potomac Edison 54,200 additional shares of its com- 
mon stock, without par value, representing an aggregate stated capital of 
$271,000, in exchange for 10,840 shares of the capital stock, par value $25 per 
share, of Franklin Transmission, being all of the outstanding shares thereof. 
Franklin Transmission then will merge into South Penn by transferring 
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all of its assets to South Penn in exchange for all of Franklin Transmission’s 
capital stock. Franklin Transmission thereupon will cease to exist and its capital 
stock will be cancelled. 

The parties referred to above have also made application under the Public 
Utility Holding Company Act to the Securities and Exchange Commission for 
authority to dispose of and acquire the various facilities under consideration 
herein. By order, dated May 22, 1952, the Securities and Exchange Commis- 
sion granted and permitted the disposition and acquisition of the facilities 
referred to above. In view of the SEC order the parties requested, on June 4, 
1952, that their application before the Federal Power Commission be dismissed 
in accordance with the provisions of section 318 of the Federal Power Act. 

The Commission finds: 

(1) South Penn, a corporation organized and existing under the laws of 
the State of Pennsylvania, owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is generated for 
the most part in the state of Maryland, and consumed at points outside the state 
in Which it is generated, all of which facilities are in addition to, and do not 
include, facilities used for the generation of electric energy, facilities used in 
local distribution, or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter. South Penn is, therefore, a public utility within the mean- 
ing of that term as used in section 203 of the Federal Power Act. 

(2) Franklin Transmission, a corporation organized and existing under the 
laws of the State of Pennsylvania, owns and operates facilities for the trans- 
mission of electric energy generated in the State of Maryland and consumed 
in the State of Pennsylvania, all of which facilities are in addition to, and 
do not include, facilities used for the generation of electric energy, facilities 
used in local distribution, or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter. Franklin Transmission is, therefore, a pub- 
lic utility within the meaning of that term as used in section 203 of the Federal 
Power Act. 

(3) Inasmuch as the proposed disposition of all of its facilities by Franklin 
Transmission to South Penn and the proposed acquisition by South Penn of the 
securities and such facilities of Franklin Transmission are subject to the re- 
quirements imposed by or under the Public Utility Holding Company Act and 
the Securities and Exchange Commission has by its order, referred to above, 
asserted jurisdiction over the same, such disposition and acquisition, therefore, 
are exempt from the requirements of section 203 of the Federal Power Act 
pursuant to the provisions of section 318 of the act. 

The Commission orders: 

Franklin Transmission’s request for authorization to dispose of all of its 
facilities to South Penn and South Penn's request for authorization to acquire 
such facilities and the securities of Franklin Transmission be and the same 
are dismissed for want of jurisdiction by virtue of the requirements of section 318 
of the Federal Power Act. 


Adopted: June 19, 1952. Issued: June 23, 1952. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co., Pacific Gas & Electric Co., Southern California Gas 
Co., Southern Counties Gas Co. of California, Nevada Natural Gas Pipe Line 
Co., and San Diego Gas & Electric Co. 
Docket Nos. G-—1630, G-—1631, G-—1912, G—1651, G-—1718, G—1888, G—1934 
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On March 6, 1951, El Paso Natural Gas Co. (El Paso) filed applications iz 
docket Nos. G-1630 and G—1631, which were amended on January 28, 1952, for 
certificates of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of additional 
natural-gas transmission facilities on its existing San Juan and Permian Basin 
pipelines for the purpose of transporting an additional 150,000 M. c. f. of natural 
gas per day to Southern California Gas Co. and Southern Counties Gas Co. 
of California (Southern California Companies), an additional 150,000 M. ec. ?. 
of natural gas per day to Pacific Gas and Electric Co. (Pacific), and 20,000 
M. c. f. of natural gas per day for a new service to Nevada Natural Gas Pipe Line 
Co. (Nevada). El Paso also requested the lifting of the annual capacity restric- 
tion imposed on the San Juan line in docket No. G—1177. 

On March 10, 1952, El Paso filed an application in docket No. G-1912 for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a meter and 
regulator and a pipeline connection with its existing facilities for service of 
natural gas to the municipal power plant of Gallup, New Mexico. 

On April 3, 1951, Pacific filed an application in docket No. G—1651, which was 
amended on February 4, 1952, for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of certain additional natural-gas transmission facilities on its 
existing Topock, Ariz., to Milpitas, Calif., pipeline to permit the transportation 
to its present market areas of the additional 150,000 M. c. f. of natural gas per 
day to be purchased from and delivered by El Paso. 

On June 18, 1951, the Southern California Companies filed a joint application in 
docket No. G-1718, which was amended on November 5, 1951, and again during 
hearing, for a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, authorizing the construction and operation of certain 
additional natural-gas transmission facilities on its existing Blythe to Los 
Angeles, California, pipeline to permit the transportation to its present market 
ureas of the additional 150,000 M. c. f. per day of natural gas to be purchased 
from and delivered by El Paso. 

On February 4, 1952, Nevada filed an application in docket No. G—-1888 for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a natural-gas 
transmission pipeline from a point near Topock, Ariz. to Las Vegas, Nev., for the 
purpose of transporting natural gas to be purchased from El Paso to the vicinity 
of Las Vegas and Henderson, Nev., for sale to various industrial plants and 
to Las Vegas Co. for resale and distribution in Las Vegas and Henderson, Nev. 

On April 9, 1952, San Diego Gas and Electric Co. (San Diego) filed an ap- 
plication in docket No. G—1934 for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of a compressor station on its existing pipe line between the 
facilities of Southern Counties Gas Co. of California near Rainbow, Calif., 
and the city of San Diego, Calif., for the purpose of utilizing said Rainbow- 
San Diego pipeline for the storage of natural gas, or in the alternative, to 
increase the capacity of said pipeline to permit the delivery of additional natural 
gas into said line by Southern California Companies. On September 6, 1951, 
San Diego became an intervener in docket No. G-1718 in order to obtain addi- 
tional natural gas from the Southern California Companies. Those com- 
panies opposed San Diego’s request for additional gas. 

Intervention in these proceedings was also permitted on behalf of Utah 
Pipe Line Co. in docket No. G—1630, which was withdrawn, and on behalf 
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of Southern Union Gas Co. in docket No. G—1630, Commissioner of Public 
Lands and the Oil Conservation Commission of New Mexico, in docket Nos. 
G-1630 and G-—1631, New Mexico Public Service Commission in docket Nos. 
G-—1630, G-1631 and G-1888, United States Atomic Energy Commission in docket 
Nos. G—1630, G—1631 and G-1651, city of Los Angeles, Calif., in docket Nos. 
G-1630 and G-1631, Nevada Natural Gas Pipe Line Co. and Las Vegas Gas Co. 
in docket Nos. G-1630 and G—1631, and Las Vegas Chamber of Commerce in 
docket Nos. G—1630, G-1631 and G—1888. At the conclusion of the hearing, none 
of said interveners opposed the granting of any of the applications in these 
proceedings. 

By order issued on April 16, 1952, the proceedings herein were consolidated 
for purpose of hearing, and public hearings were held between April 30 and 
May 15, 1952. By order issued May 16, 1952, the Commission granted a motion 
to omit the intermediate decision procedure, such motion having been concurred 
in by all parties to the proceedings. Briefs have been filed by the parties, and 
an oral argument before the Commission was held on May 28, 1952. 

El Paso Natural Gas Co.—El Paso is a natural-gas company, subject to the 
jurisdiction of the Commission. It owns and operates an integrated pipe- 
line system in Texas, New Mexico, and Arizona, and engages in the transporta- 
tion of natural gas in interstate commerce and in the sale in interstate com- 
merce of such gas for resale for ultimate public consumption. Its customers 
include a number of local distribution companies and industrial customers along 
the route of its pipeline, as well as the two California customers, Pacific and 
and the Southern California Companies. 

In its applications in docket Nos. G-1630 and G-—1631, El Paso requests 
authority to construct what El Paso’s witness claims to be production and 
gathering facilities as well as facilities subject to the Commission’s jurisdiction. 
It is El Paso’s opinion that such production and gathering facilities include 
those set forth in paragraph B, 1, (b) through paragraph B, 8 of the first 
amended application in docket No. G—1630 and in paragraph B, 1, (j); para- 
graph B, 1, (n) through paragraph B, 1, (q); paragraph B, 2, (a) through 
paragraph B, 7, (d) and paragraph B, 9 of the first amended application in 
docket No. G—1631. 

The facilities under consideration in these proceedings are related primarily 
to a proposal to furnish additional gas to El Paso’s California customers in 
the amount of 300,000 M. c. f. of natural gas per day, and the proposed new 
service to Nevada of up to 20,000 M. c. f. of natural gas per day. The addi- 
tional volumes will result in a total delivery of 550,000 M. c. f. per day to 

-acific and 555,000 M. ce. f. per day to Southern California Companies. 

With these added demands, the estimated requirements of El Paso’s system 
will be 1,694,788 M. c. f. on the peak day of 1956-1957, and 508,910,840 M. c. f. 
during the year 1957. With the proposed facilities in operation, adequate ca- 
pacity will be available to meet these estimated sales on an annual basis, but 
curtailments of direct industrial customers on peak days are estimated to be 
required as early as the 1952-1953 winter season. 

El Paso proposes to take an additional 120,000 M. c. f. per day of natural 
gas from sources in the San Juan Basin in New Mexico and Colorado, and 
200,000 M. c. f. per day from the Permian Basin in Texas and New Mexico in 
order to provide the additional 320,000 M. ec. f. of natural gas per day herein 
proposed to be made available to its California customers and Nevada. 

Heretofore, on July 14, 1950, in docket No. G—1177, the Commission issued 
a certificate of public convenience and necessity authorizing El Paso to con- 
struct and operate tke San Juan pipeline. This authorization, however, was 
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subject to the limitation that El Paso could not transport more than 34,000,000 
M. c. tf. annually through said facilities. In the instant proceedings, El Paso, 
in addition to authorization of its proposed facilities, also seeks, in docket 
No. G-1630, removal of the existing 34,000,000 M. ¢. f. annual limitation. Since 
July 14, 1950, additional gas reserves have been developed in the San Juan 
Basin, and El Paso has acquired commitments for sufficient reserves from 
that area so as to make it reasonable to remove the annual limitation hereto- 
fore imposed as well as to authorize the construction of facilities to increase 
the capacity of its pipeline from the San Juan Basin. Availability studies cov- 
ering a 16-year period indicate that El Paso’s estimated 1957 annual firm de- 
mands can be met through 1967. Removal of the annual limitation eliminates 
the question of the availability of sufficient gas to make practicable the $8,500 
expenditure which the record shows will be required for the facilities sought in 
docket No. G—1912 to transport natural gas to the Gallup, N. Mex., municipal 
power plant. 

Availability studies covering a 17-year period indicate that FE] Paso’s esti- 
mated 1957 annual firm demands on its Permian system can be met through 
1967. The availability studies presented in support of both the San Juan Basin 
and the Permian Basin are based upon present sources of supply only, and do 
not take into account additional volumes of gas which are now being con- 
tracted for by El Paso, particularly in the Permian Basin. These studies, 
however, disclose that El Paso will be able, from present sources of supply to 
meet its estimated 1957 annual requirements for a period of 15 years. 

The total estimated cost of the proposed facilities to be constructed by El 
Paso is $108,680,164, of which $105,984,686 represents construction costs, 
$1,195,478 represents costs of financing, and $1,500,000 represents additional 
working capital. The funds for financing the estimated cost of facilities are to be 
raised through money on hand, bank loans, and the issuance of securities as 
follows: 


Ist pfd. stock—5'4 percent—$100 par, 100,000 shares of 
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The preferred stock listed in the foregoing table has already been sold. Loans 
from the California customers may be obtained pursuant to an agreement entered 
into with Southern California Gas Co., Southern Counties Gas Co. of California, 
and Pacific Gas and Electric Co. The California Companies, however, may not 
be called upon to advance monies under their loan agreement, for the reason 
that El Paso has entered into a credit arrangement with the Chase National 
Bank which will permit the borrowing of funds up to a total of $25,000,000. The 
first mortgage bonds are to be sold to nine insurance companies and two pension 
fund trusts. Corporate funds in the amount of $2,480,164 are to be derived 
through operations during the next 2 years. 

Certain of the income statements introduced in evidence reflect additional 
revenues over and above revenues that would flow to El Paso under presently 
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filed rate schedules, and El Paso has stated that it intends to file schedules 
seeking increased rates. Whether or not El Paso would be entitled to any such 
increase in rates subject to the jurisdiction of the Commission is of course not 
a matter for consideration or decision here, but one to be considered and decided 
when application therefor is made in accordance with the appropriate provi- 
sions of the Natural Gas Act. 

El Paso does not now have on file a rate schedule under which service can 
be rendered to Nevada, but proposes a new rate schedule, A-1—X, which is to 
be filed to cover such service. A single rate of 20 cents per thousand cubic 
feet for all gas delivered to Nevada is named in this proposed schedule. 

Pacific Gas and Electric Co.—Pacific is a natural-gas company subject to the 
jurisdiction of the Commission, and it owns and operates pipeline facilities in 
California, and engages in the transportation of natural gas in interstate com- 
merce and the sale in interstate commerce of such gas for resale for ultimate 
public consumption. 

In its application in docket No. G—1651, Pacific requests authorization to con- 
struct and operate 86.25 miles of 34-inch loop pipeline and 19,540 additional 
horsepower of compressor units on its existing pipeline which extends from 
the California-Arizona boundary, near Topock, Arizona, to Milpitas, Calif., for 
the purpose of increasing the capacity of such line by 150,000 M. c. f. of natural 
gas per day. Pacific is presently authorized to transport 400,000 M. ec. f. of 
natural gas per day through its existing pipeline, and the instant proposal 
would increase that authority to 550,000 M. c. f. per day. 

The total cost of such facilities is estimated to be $13,428,000, and such cost 
is proposed to be financed out of available construction funds. 

The need for additional supplies of natural gas in the territory served by 
Pacific arises from a decline in the availability of natural gas produced in 
California in combination with an increase in load growth. As a result, even 
with the additional 150,000 M. c. f. per day to be purchased from El Paso under 
the present proposal, Pacific estimates a deficiency in supply of 109,000 M. e. f. 
for meeting its 1,591,000 M. c. f. 1953-54 firm peak day customer requirements. 

Southern California Gas Co. and Southern Counties Gas Co. of California.— 
The Southern California Companies are both natural-gas companies subject 
to the jurisdiction of the Commission, and they own and operate pipeline 
facilities in California, and engage in the transportation of natural gas in inter- 
state commerce and the sale of such gas to consumers. The Southern Counties 
Gas Co. also sells part of such gas in interstate commerce to San Diego Gas 
and Electric Co. for resale for ultimate public consumption. 

The Southern California Companies request authorization to construct and 
operate 20.3 miles of 30-inch loop pipeline and 13,520 additional horsepower of 
compressor units on their existing pipeline which extends from the California- 
Arizona boundary to Los Angeles, Calif. This existing line they own and 
operate as tenants-in-common, with Southern California Gas Co. having 75 
percent interest and Southern Counties Gas Co. of California having 25 
percent interest. The additional facilities herein proposed will increase the 
capacity of said line to 555,000 M. c. f. of natural gas per day. The Southern 
California Companies have heretofore been authorized to transport 405,000 M. c. f. 
of natural gas per day through said pipeline. 

The total cost of such facilities is estimated to be $5,053,686, and such costs 
are to be financed out of available construction funds. Like Pacific, the Southern 
California Companies’ need for additional supplies of natural gas arises from a 
decline in California-produced gas and increased load growth. In the case of 
the Southern California Companies, it is estimated that with the additional 
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150,000 M. ec. f. of natural gas per day from El Paso, a 37,700 M. ec. f. deficiency 
of gas supply for meeting the 1,535,200 M. c. f. 1955-1956 peak-day demand will 
take place. 

San Diego Gas and Electric Co—San Diego is a natural-gas company, subject 
to the jurisdiction of the Commission, and it owns and operates pipeline facilities 
in California, and engages in the transportation of natural gas in interstate 
commerce for sale to ultimate consumers. 

San Diego, in its application in docket No. G—-1934, requests authorization to 
construct and operate a 1,760 horsepower compressor station at Rainbow, Calif., 
on its existing 16-inch pipeline, extending from a connection with the facilities 
of Southern Counties Gas Co. of California, near Rainbow, to San Diego, Calif. 
The capacity of the existing pipeline is 40,000 M. c. f. of natural gas per day, 
and San Diego, by the installation of the proposed compressor station, proposes to 
provide 10,000 M. c. f. of storage capacity in its line. In the alternate, the pro- 
posed compressor station would permit delivery of 62,000 M. c. f. of natural gas 
per day from the line, if such volume of gas were available to San Diego. The 
total estimated cost of such project is $499,761 which will be financed out of 
construction funds already available. 

In its petition seeking leave to intervene in docket No. G-1718, San Diego takes 
the position that Southern Counties Gas Co. should be required to deliver sufficient 
additional volumes of natural gas to enable San Diego to meet its firm customer 
demands. It is shown that this need for additional gas, if the facilities covered 
San Diego’s application in docket No. G—1934 are constructed and in operation, 
will not occur until the winter of 1953-1954. Accordingly, in view of these cir- 
cumstances, and since the urgency for additional gas will not exist if the 
proposed compressor station is constructed, it is not necessary in this proceeding 
to act upon San Diego’s request for additional gas from Southern Counties Gas Co. 

Nevada Natural Gas Pipe Line Co.—Nevada Natural Gas Pipe Line Co. is 
a Nevada corporation with its principal place of business at Las Vegas, Nev., 
organized for the purpose of constructing and operating a pipeline extending 
from a connection with the system of El Paso at a point near Topock, Ariz., 
to Las Vegas, Nev., for transportation and sale of natural gas to the Las 
Vegas Gas Co. for resale in the Las Vegas and Henderson areas of Nevada, 
and for sale in such areas to industrial customers. 

Nevada has entered into an agreement with El Paso to purchase up to 
20,000 M. c. f. of natural gas per day. The domestic and commercial markets 
in Las Vegas are now receiving limited gas service from a propane plant operated 
by the Las Vegas Gas Co. This distribution company proposes to enlarge its 
system in the Las Vegas area and to construct distribution facilities in Henderson, 
Nev. 

Nevada has estimated that its peak-day requirements will be 17,335 M. c. f. 
in its first year of operation, and 20,593 M. c. f. in its fifth year of operation. 

The evidence in the present proceedings reaffirms our previous findings in 
docket No. G—1523, involving this same applicant, that there is a vital need 
for natural gas in the areas proposed to be served by Nevada. 

Nevada proposes to construct and operate 114 miles of 10%4-inch pipeline, 
extending from the proposed connection with the facilities of El Paso near 
Topock, Ariz., over rights-of-way in the vicinity of Needles, Calif., and Search- 
light and Henderson, Nev. The estimated total overall capital cost of the pro- 
posed facilities is $2,319,140. In addition, Nevada proposes to provide $129,360 
for materials and supplies and for working capital. 

Nevada proposes to finance the costs of the proposed project by the issuance 
of securities in the following manner : 
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$1,600,000, 434 percent, 20-year sinking fund bonds at 102_____-_--- $1, 632, 000 
20,000 units, each unit consisting of one share of $25 par 5 percent 

preferred stock, and one share of common stock at 28% per unit_- 570, 000 
25,000 shares of common stock of $1.00 par value to organizers and 

CGN TOP Wickit tetinedablaen 75, 000 


55,000 shares of common stock of $1.00 par value to existing share- 
holders at $6.50 per share with unsubscribed stock to be under- 


written for offering at $7.25 per share__.....-..._--___-_------ 357, 500 
ER eS eT ee Te Te — __.. 2, 684, 500 
mu: Game: OE TN sais hh se cote 186, 000 
Total___ ee sence eae Ni a Tae ane nae eee _.... 2, 448, 500 


Nevada’s estimates of revenues are based upon a proposed rate for resale of 
421% cents per M. c. f. and a rate for direct sales of 39 cents. Nevada has agreed 
that its initial tariff to be filed with the Commission will name a rate not in 
excess of 42% cents per M. c. f. of gas delivered for resale. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
zas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in docket No. G—288, 4 F. P. C. 986. 

(2) Pacific Gas and Electric Co., a Delaware corporation, having its principal 
place of business at San Francisco, Calif., is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its July 14, 1950 order in docket No. G—1195, 
9F. P. C. 1938. 

(3) Southern California Gas Company and Southern Counties Gas Co. of 
California, California corporations, having their principal places of business 
at Los Angeles, Calif., are engaged in the transportation of natural gas in inter- 
state commerce, and Southern Counties Gas Company of California is also 
engaged in the sale in interstate commerce of natural gas for resale for ultimate 
public consumption, and therefore each of the above companies is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its May 31, 1946 order in docket No. G—675, 5 F. P. C. 115. 

(4) Nevada Natural Gas Pipe Line Co., a Nevada corporation having its 
principal place of business at Las Vegas, Nev., upon completion of the construc- 
tion and commencement of operation of natural-gas facilities herein applied 
for will be engaged in the transportation of natural gas in interstate commerce 
and the sale in interstate commerce of natural gas for resale for ultimate public 
consumption, and therefore will be a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(5) San Diego Gas and Electric Co., a California corporation, having its 
principal place of business at San Diego, Calif., is engaged in the transporta- 
tion of natural gas in interstate commerce, and therefore is a “‘natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its May 25, 1949 order in docket No. G—1162, 8 F. P. C. 877. 

(6) As to each application herein, the transportation and sale of natural 
gas and the construction and operation of facilities, for which certificates 
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are requested, are all subject to the requirements of section 7 of the Natural 
Gas Act, save and except the applications in docket Nos. G—1630 and G—1631 
which request authorization for, among others, transportation, sales and facili- 
ties so subject to the requirements of section 7. 

(7) The stipulation between El Paso and the Atomic Energy Commission, 
reserving to that Commission, in marketable quantities, for the period ending 
June 30, 1975, a total volume of natural gas not to exceed 150 billion cubic feet 
in the San Juan Basin, is in the public interest. 

(8) The initial tariff to be filed by El Paso, covering service to Nevada 
Natural Gas Pipe Line Co., should name a single rate not to exceed 20 cents 
per M. c. f. of natural gas delivered as proposed by El Paso, in rate schedule 
A-1-X, being exhibit No. 277. 

(9) The initial tariff to be filed by Nevada Natural Gas Pipe Line Co., cover- 
ing service to Las Vegas Gas Co., should name a rate not higher than 4214 
cents per M. c. f. of natural gas as proposed in exhibit No. 267. 

(10) The request of San Diego Gas and Electric Co. for an allocation of gas 
from the Southern Counties Gas Co. of California should be denied. 

(11) The above applicants are each able and willing properly to do the acts 
and to perform the service proposed, and to conform to the provisions of the 
Natural Gas Act and the requirements, rules, and regulations of the Commission 
thereunder. 

(12) The proposed service and sale of natural gas and the construction and 
eperation of the facilities, to the extent authorized, are required by the public 
convenience and necessity, and a certificate therefor should be granted, as here- 
inafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. (El Paso), in docket Nos. G—1630, G-1631 
and G-1912, authorizing the construction and operation of the facilities herein- 
before described and as more fully described in the applications to the extent 
that such construction and operation are in fact subject to the jurisdiction of 
the Commission, and the transportation and sale of (1) an additional 150 million 
cubic feet of natural gas per day to Pacific Gas and Electric Co., at the California- 
Arizona boundary, near Topock, Ariz.; (2) an additional 150 million cubic feet 
of natural gas per day to Southern California Gas Company and Southern 
Counties Gas Co. of California, at the California-Arizona boundary near Blythe, 
Calif.; (8) 20 million cubic feet of natural gas per day to Nevada Natural 
Gas Pipe Line Co., near Topock, Ariz.; and (4) natural gas on an inter- 
ruptible basis to meet the requirements of the municipal power plant at 
Gallup, N. Mex.; all upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Pacific Gas and Electric Co. in docket No. G—1651, authorizing the 
construction and operation of the facilities hereinbefore described and the trans- 
portation and sale of the additional 150 million cubic feet of natural gas per day 
to be purchased at the California-Arizona boundary, near Topock, Ariz., from 
El Paso, upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued to Southern California Gas Co. and Southern Counties Gas Co. of 
California, in docket No. G-1718, authorizing the construction and operation of 
the facilities hereinbefore described and the transportation and sale of the 
additional 150 million cubic feet of natural gas per day to be purchased from 
El Paso at the California-Arizona border, near Blythe, California, upon the 
terms and conditions of this order. 
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(D) A certificate of public convenience and necessity be and the same hereby 
is issued to Nevada Natural Gas Pipe Line Co., authorizing the construction and 
operation of the facilities hereinbefore described and the transportation and 
sale of the 20 million cubic feet of natural gas per day to be purchased near 
Topock, Ariz., from El Paso upon the terms and conditions of this order. 

(E) A certificate of public convenience and necessity be and the same hereby 
is issued to San Diego Gas and Electrie Co., authorizing the construction and 
operation of the facilities hereinbefore described, upon the terms and conditions 
of this order. 

(F) The delivery by El Paso of the volumes of natural gas herein authorized 
together with existing authorized volumes of natural gas shall not exceed a total 
of 550 million cubic feet in any one day to Pacifie Gas and Electric Co.; 555 
million cubic feet in any one day to Southern California Gas Co. and Southern 
Counties Gas Co. of California; and 20 million cubie feet of natural gas in any 
one day to Nevada Natural Gas Pipe Line Co. and none of said purchasing 
companies shall receive a volume of natural gas in excess of that specified for it 

(G) The stipulation between El Paso and the Atomic Energy Commission 
referred to in the above finding, No. 7, be and the same hereby is approved. 

(H) El Paso, in filing its initial rate schedule covering service to be rendered 
Nevada Natural Gas Pipe Line Co., shall file and publish a single rate not higher 
than 20 cents per thousand cubic feet, in the form referred to in finding No. 8. 

(1) Nevada Natural Gas Pipe Line Co., in filing its initial tariff, shall file 
and publish a rate not higher than 4214 cents per thousand cubic feet of 
natural gas. 

(J) San Diego Gas and Electric Company’s request for an allocation of 
additional volumes of natural gas from Southern Counties Gas Co. of California, 
be and the same hereby is denied. 

(K) As to each certificate herein issued, the construction of facilities authorized 
shall in their entirety be completed on or before December 31, 1953, unless such 
date be extended by order of the Commission for good cause shown. 

(L) Each applicant shall respectively report to the Commission, in writing 
und under oath, the commencement date of the construction of facilities herein 
authorized, and thereafter shall submit quarterly reports of construction progress 
until the construction of facilities authorized is completed, and shall report 
the completion date of the construction of the facilities, together with the date 
of the commencement of each operation authorized. 

(M) These certificates are not transferable, and each shall be effective only 
as long as the applicant concerned continues the operations herein authorized 
in accordance with the provisions of the Natural Gas Act, and any pertinent 
rules, regulations, and orders heretofore or hereafter issued by the Commission. 

(N) Nothing in this order shall be construed as constituting approval by 
the Commission of any rate, charge, or classification or any rule, regulation, 
contract, or practice affecting such rate, charge, or classification; and nothing 
herein shall constitute an acquiescence by the Commission in any estimate 
or determination of cost or any valuation of property claimed or asserted; and 
this order is without prejudice to any order that may hereafter be entered in 
any proceeding instituted by or against any applicant. 

(QO) The parties hereto shall accept in writing their respective certificates, 
subject to all conditions stated as applicable to them, within 30 days from 
the date of issuance of this order. 


Adopted: June 19,1952. Issued: June 23, 1952. 
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Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6436 


Gulf States Utilities Co. (applicant), a Texas corporation having its principal 
business office at Beaumont, Tex., filed its application on May 29, 1952, and 
amendment thereto on June 17, 1952, for an order pursuant to section 204 of 
the Federal Power Act, authorizing it to issue 50,000 additional shares of $100 
par value preferred stock. 

Applicant proposes to offer the proposed shares o* preferred stock through 
competitive bidding in accordance with the competitive bidding rules of this 
Commission. Applicant proposes, on or about July 10, 1952 (unless postponed ) 
to invite bids for the purchase of the additional preferred stock (i) by news- 
paper publication and (ii) through distribution of a “public invitation for bids 
for the purchase of preferred stock”, setting forth terms and conditions relating 
thereto. 

The “terms and conditions” will provide that each bid must be for all of 
the preferred stock to be sold and may be made by a single bidder or by a group 
of bidders. No bidder may submit or participate in more than one bid for the 
additional preferred stock. Each bid shall specify the fixed dividend rate, 
the price per share (excluding accrued dividends) which shall be not less than 
$100 or more than $102.75 per share; and must be accompanied by a certified 
or bank cashier’s check or checks for 5 percent of the aggregate purchase price 
of the preferred stock, namely, $250,000. All bids must be presented to the 
applicant before 12 noon New York time on July 22, 1952, unless postponed. 
The successful bidder shall advise the applicant as to the initial public offering 
price, if any, of such preferred stock. Applicant reserves the right to reject 
all bids or exclude a bid or bids for reasons specified in the public invitation. 
Applicant will accept the bid which provides for the lowest annual cost of 
money to it. 

The purpose of the issuance of the additional preferred stock is to enable 
the applicant to obtain funds to reimburse its treasury in part for construction 
expenditures heretofore made and to provide the applicant with a portion of 
the funds required to carry forward its 1952 construction program. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by 
publication in the Federal Register on June 7, 1952 (17 F. R. 5203), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before June 23, 1952. No 
protest or petition or request to be heard in opposition to the granting of 
said application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated October 9, 
1947, In the Matter of Gulf States Utilities Company, Docket No. IT-6081, 
6 F. P. C. 958. 

(2) The proposed issuance of additional preferred stock, $100 par value, 
will constitute an issuance of securities within the purview of section 204 of 
the Federal Power Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a State commission within the meaning 
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of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the requirements 
of section 204 of the act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to reimburse its treasury for construction expenses heretofore made and to carry 
forward its 1952 construction program. 

(5) The proposed issuance and sale through competitive bidding of additional 
preferred stock, as hereinafter authorized will be for a lawful object, within 
the corporate purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
applicant of service as a public utility and which will not impair its ability to 
perform that service and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions, and for the purposes specified in the application, be and 
the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of $34.2 (k) (3) of the Commission’s rules relating to compliance with com- 
petitive bidding requirements and § 34.2 (k) (4) of the rules, relating to affili- 
ation, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph as contemplated by 
$34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the applicant 
of the preferred stock and the dividend rate thereof, by a further order. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: June 24,1952. Issued: June 25, 1952. 


Order modifying finding in order issuing certificate of public convenience and 


necessity 
Texas Eastern Transmission Corp. 
Docket No. G—1012 


On April 21, 1952, Texas Eastern Transmission Corp. (applicant) filed an 
application for modification of subparagraph (b) of finding (5) of the order 
accompanying the Commission’s opinion, 10 F. P. C. 35, issued February 27, 
1951, at docket No. G-1012. Supplementary data in support of the application 
were filed on April 30, May 8 and 19, 1952. 
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Due notice of the filing of the application has been given, including publi- 
cation in the Federal Register on May 10, 1952 (17 F. R. 4810). On May 7, 
1952, copies of the application were served upon all parties of record in this 
proceeding and 17 interested state commissions. No protest or objection to the 
granting of the application has been received. 

Under paragraph (B) of the aforesaid order issued February 27, 1951, appli- 
cant was authorized to construct and operate the facilities described in finding 
(5) thereof. Subparagraph (b) of finding (5) lists 13 compressor stations with 
an aggregate of 96,400 horsepower proposed to be constructed by applicant, and 
identified by station number, location and installed horsepower. 

Applicant requests that subparagraph (b) of finding (5) of said order be 
modified to read as follows : 

(b) Twelve compressor stations with an aggregate of 102,540 installed 
horsepower. Six of these stations with a total of 53,800 horsepower will be 
along the proposed 30-inch line. The remaining six stations will be along the 
existing system east of Connellsville. The stations and horsepower to be 
installed in each are as follows: 

(i) No. 1, near Kosciusko, Miss., with a total of 12,500 horsepower. 

(ii) No. 3, near Barton, Ala., with a total of 7,500 horsepower. 

(iii) No. 5, near Gladeville, Tenn., with a total of 7,500 horsepower. 

(iv) No. 7, near Danville, Ky., with a total of 8,800 horsepower. 

(v) No. 9, near Wheelersburg, Ohio, with a total of 7,500 horsepower. 

(vi) No. 11, near Berne, Ohio, with a total of 10,000 horsepower. 

(vii) No. 21—A, near Connellsville, Pa., with a total of 4,400 horsepower. 

(viii) No. 22—A, near Bard, Pa., with a total of 11,800 horsepower. 

(ix) No. 23, near Chambersburg, Pa., with a total of 10,000 horsepower. 

(x) No. 24, near Marietta, Pa., with a total of 10,560 horsepower. 

(xi) No. 25, near Phoenixville, Pa., with a total of 7,500 horsepower. 

(xii) No. 26, near Lambertville, N. J., with a total of 4,400 horsepower. 

In the course of construction of the G—1012 facilities, applicant departed 
markedly from authorized compressor facilities as to location, spacing design, 
amount of horsepower, and type of station. Such program has resulted in the 
elimination of one station (No. 12, near Rocklick, Pa.) ; variations in the com- 
pressor horsepower in, and relocation of, five stations; an overall increase of 
6,140 horsepower in excess of that authorized; and an increase in construction 
costs over those originally estimated at docket No. G—1012. 

Applicant states that while the order that was issued conformed to the prayer 
in its application at docket No. G—1012, it felt that it was recognized by all that 
some changes would have to be made in the compressor station design as the 
project developed. It asserts that such changes have not resulted in the develop- 
ment of any unauthorized capacity and will bring about the most economic 
service to its customers. 

It appears that station Nos. 23 and 25 listed in subparagraph (b) are not 
scheduled for construction until 1953 and 1954, and no revision of these has been 
proposed. Applicant’s request for modification is limited to the remaining 
eleven stations listed, one of which has been eliminated. The resulting ten sta- 
tions, as finally planned or constructed, will have an aggregate of 85,040 horse- 
power, of which 79,760 horsepower has been or is being installed. Of the total 
of 85,040 horsepower constructed or planned, 53,800 horsepower will be on the 
new 30-inch Kosciusko-Connellsville line and 31,240 horsepower will be on the 
existing pipe lines. Of the increase of 7,400 horsepower now proposed on the 
30-inch line, 6,760 horsspower is represented by standby units at stations Nos, 
1, 7, and 11. 
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As proposed to be modified, subparagraph (b) will correspond with the actual 
compressor construction program pursued by applicant. 

Capital costs, operating expenses, and fixed charges of the compressor facilities 
as estimated and authorized at docket No. G-1012; the presently estimated costs 
of such authorized facilities ; and the presently estimated costs of such proposed 
facilities, as revised, may be summarized as follows: 


G-1012 authorization Revised 
design 
estimate 

D, cone I Present Present 

5, 1950 ; | estimate estimate 
Capital costs $18, 805, 200 $22, 060, 000 $20, 062, 500 
Fixed charges----- 2, 928, 000 3. 434, 900 3. 123, 700 
Operating expenses - - : | 2, 371, 100 2. 302. 600 2 201. 700 
Total fixed charges and operating expenses 5,299,100 | 5,737, 500 5, 325, 400 


Such data appear to support applicant’s opinion that the cost of service 
with the facilities as finally planned or constructed will be less than if the 
facilities as presented at docket No. G-1012 had been constructed. 

In its filing of May 8, 1952, applicant concedes that its request for modifica- 
tion of the order is tardy, but urges the Commission to consider extenuating 
circumstances. It points out that all the efforts of its engineering department 
were directed toward the completion of a substantial portion of the 30-inch 
line at the earliest possible date in order that service might be commenced 
to the Appalachian companies who represented their need for such service 
to be very critical, especially as related to defense industry activities. Applicant 
states that this required extended absence from the office on part of its top 
engineering personnel and resulted in a lack of proper coordination between 
their activities and applicant’s department handling Commission matters. It 
appears that only recently has this line been placed in partial service and the 
situation with respect to absence of personnel relieved. Ayplicant further states: 

We wish to assure you that at all times it has been our purpose to 
proceed only with proper authorization and to the extent that we may have 
failed to do so has been unintentional and has resulted from the circum- 
stances set forth above. 

There can be no doubt that there has been a violation of the Commis- 
sion’s order issued February 27, 1951, to the extent compressor facilities are 
concerned. Representations made in the instant application for modification 
and supplementary data, however, have persuaded the Commission that appli 
cant’s actions were not willfully done. The Commission is mindful, too, that 
applicant immediately suspended construction of compressor station units being 
installed at Wheelersburg, Ohio (station No. 9) and Berne, Ohio (station 
No. 11), the only two stations not wholly completed on the 30-inch line, when 
its attention was called to the unauthorized construction. Applicant’s failure 
to adhere strictly to the provisions of the Natural Gas Act and the aforesaid 
finding and order of the Commission has resulted in a postponement of its 
construction program which could have been avoided by applicant. 

The Commission finds: 

It is appropriate in the circumstances and in the public interest that the order 
issued herein on February 27, 1951, accompanying the opinion, 10 F. P. C. 35, 
granting a certificate of public convenience and necessity to Texas Eastern 
Transmission Corporation be modified as hereinafter ordered. 
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The Commission orders: 

(A) Subparagraph (b) of finding (5) of the aforesaid order issued herein 
on February 27, 1951, be and it is hereby modified to read in the manner and 
form proposed by Texas Eastern Transmission Corp. 

(B) Except as herein modified the findings, provisions, and conditions of said 
order of the Commission issued on February 27, 1951, in this proceeding shall 
remain in full force and effect. 

(C) Except to the limited extent provided in paragraph (A) hereof, this 
order is without prejudice to any action or order which has been or may here- 
after be made by the Commission in any proceeding now pending, or hereafter 
instituted, by or against applicant. 

Commissioner Doty not participating. 


Adopted: June 24,1952. Issued: June 25, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G-1949 


On April 24, 1952, Arkansas Louisiana Gas Co. (applicant), a Delaware cor- 
poration having its principal place of business at Shreveport, La., filed an 
application for a certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act, authorizing the construction and operation of 
a line tap on its existing “LM-1” pipeline and a standby line tap on its existing 
“A” pipeline (which loops line “LM-1’’), together with metering, regulating, and 
scrubbing facilities, all to be located in Salina County, Ark., for the purpose 
of providing natural gas service to a new industrial plant of the Aluminum 
Ore Co. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 20, 1952, concerning the matters involved and the issues presented by 
said application. No protest to the application has been received. 

The record shows that applicant would deliver gas for the operation of the 
Aluminum Ore Company’s Bauxite Aluminum Works, presently under construc- 
tion near Bauxite, Salina County, Ark., and that the ultimate maximum re- 
quirements of the plant would be approximately 25,000 M. c. f. per day. Normal 
deliveries are expected to average 20,000 M. c. f. per day. Service to the plant 
would be on an interruptible basis. 

The record further shows that gas for the proposed sale would be derived 
from applicant’s existing sources of supply from gas fields located in Louisiana 
and Texas, and that applicant has gas reserves sufficient to permit it to meet 
the anticipated requirements of the Bauxite Aluminum Works and its exist- 
ing customers. 

The estimated cost of the proposed facilities is $18,943, which applicant 
proposes to finance from its cash reserves. Estimated gross revenues from the 
proposed sale are $573,000 in the first year and $897,000 in the fifth year of 
operation. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Shreveport, La., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Arkansas, Louisi- 
ana, and Texas, and by such operations is engaged in the transportation and 
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sale for resale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and is therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued January 26, 1943, in docket No. G—252, 3 F. P. C. 910. 

(2) The facilities to be constructed and operated by applicant, as here- 
inbefore described, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of rule 1.32 (b) (18 C. F. R. 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application herein- 
before mentioned, and the exhibits appended thereto, for the transportation 
of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms ard conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) The certificate herein issued applicant is not transferable, and shall be 
effective only so long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 


Adopted: June 24, 1952 . Issued: June 25, 1952. 


Order determining net changes in actual legitimate original cost of project and 
prescribing accounting therefor 


Alabama Power Co. 
Project No. 349 (Martin Dam) 


By order entered October 17, 1945, 4 F. P. C. 1085, modifying prior order of 
July 25, 1941, 2 F. P. C. 432, 457, the Commission found and determined the 
actual legitimate original cost of project No. 349 (Martin Dam), Alabama Power 
Co., licensee, as of December 31, 1927, in the aggregate amount of $15,328,091.73. 

The licensee has filed, from time to time, with the Commission, statements 
showing an aggregate net claimed increase in project plant accounts for the 
years 1928 to 1949, inclusive, in the amount of $210,458.99, based upon gross 
additions of $644,450.88, retirements of $434,070.11 and debit adjustments appli- 
cable to prior period costs of $78.22. 

A field examination of licensee’s books and records in support of the claimed 
cost of the net changes in the project was made by the staff of the Commission 
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which questioned the classification and propriety of vertain items of such claimed 
cost. Examination of the primary plant accounts maintained by the licensee in 
which the cost of the project, as of December 31, 1927, in the amount of $15,328,- 
091.73 is recorded, disclosed that errors had been made in the classification of 
certain items therein. Restatement of the claimed cost of project changes for 
the years 1928 to 1949, inclusive, correcting the classification thereof, discloses 
gross additions of $895,925.42, retirements of $669,159.16, and adjustments to 
prior accounting involving the credit amount of $16,307.27, with no change in the 
indicated net increase of $210,458.99. During the course of the field examination 
there were conferences between the staff and representatives of the licensee as to 
the questioned items and agreement reached, subject to Commission approval, 
for the correction of the classification of the cost of the project as of December 
31, 1927, the claimed cost of changes in the project from January 1, 1928 to 
December 31, 1949, inclusive, and the elimination from the latter of a net amount 
of $64,744.05, the accounting disposition thereof, the allowance of amounts of 
$677,962.84 for additions, $520,786.55 for retirements and a credit amount of 
$11,461.35 for adjustments of prior period costs, resulting in a net increase of 
$145,714.94 in project costs for the period from January 1, 1928 to December 31, 
1949 and an aggregate actual legitimate original cost of the project as of the 
latter date in the amount of $15,473,806.67 as appears in table I. 

The items and associated amounts agreed to be eliminated from the statement 
of ae = project plant accounts for the period from January 1, 1928 to 
December 31, 1949, inclusive, and disallowed as project costs in the amount of 
$64,744.05 1 may be briefly summarized as follows: 


SIPOICE: CONE OE DeCNiee PRON. 6. aati cote enenninneodas $10, 449. 70 
Adjustment of accounting for cost of modernizing oil circuit 

SUN SS ics ach casethecas seu in el ps sea bead olen lca aati amas ncaa (28, 855. 46) 
Adjustment of cost of malaria SUE I acct cecidietee 16, 092. 42 
Reversal of erroneous transfer of transformer cost to nonproject 

III sa iiss ats tac as incessant pocladan nplbinesilgees idem thin ajadabelaets (12, 561. 08) 
Reversal of costs erroneously transferred from nonproject hydro 

NR a oe Sssaiel te meme aedieltiaioiass pias ns aisaee od iaiciesloadadacesaiann 1, 796. 47 
Excess interest during construction charges_ = iciiccnadicicn | aga 
Profit in construction fees and improper general and ‘administrative 

expenses of affiliated construction companies__________-__----- . 18,011. 54 
General and administrative expenses charged by licensee on billings 

of affiliated construction companies__._..............--._..... 8, 014. 33 
Over-and-under-priced retirements, net__....__--______--____---_ (8, 047.15) 
Unrecorded retirements of depreciable plant___.__.____--_---___--- 56, 466. 13 
Sundry small miscellaneous adjustments_.___.....----___________ 486. 32 


cone -----4- 


| 


( ) denotes credit. 


sheila easianata 64, 744. 05 


It was agreed between representatives of the licensee and the staff, subject 
to approval by the Commission, that the net amount of $64,744.05 disallowed 
as project costs be disposed by the transfer of the items and any associated 
amounts comprising the said $64,744.05 to the accounts and in the amounts set 
forth in table IT. 

The licensee by letter dated December 1, 1950, concurs in the recommended 
accounting disposition as shown herein. 

The Alabama Public Service Commission by letter dated February 25, 1952, 
states that it is in accord with the proposed accounting as herein prescribed. 
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The Commission finds: 

(1) The licensee by its letter of December 1, 1950, and the Alabama Public 
Service Commission by its letter of February 25, 1952, have waived the necessity 
for further notice as provided by sections 4.4 and 4.5 of the Commission’s 
general rules and regulations. 

(2) The net increase in the actual legitimate original cost of project No. 349, 
Martin Dam, for the period from January 1, 1928 to December 31, 1949, inclu- 
sive, is $145,714.94. 

(3) The actual legitimate original cost of project No. 349, as of December 
31, 1949, is $15,473,806.67. 

(4) It is reasonable and appropriate for purposes of the Federal Power Act 
that the licensee dispose of the amount of $64,744.05, disallowed project costs, 
by transfer of the constituent amounts thereof to the amounts and in the 
amounts set forth in table II 

The Commission orders: 

(A) The licensee record in its control and detail plant accounts, to the extent 
that it has not already done so, the reclassification of the amounts comprising 
the actual legitimate original cost of project No. 349, as of December 31, 1927, 
in the aggregate of $15,328,091.73, the net charges and reclassification of the 
amount of the project property changes for the period from January 1, 1928 
to December 31, 1949, inclusive, in the sum of $145,714.94 and reflect a balance 
of $15,473,806.67 as the actual legitimate original cost of project No. 349, as 
of December 31, 1949, as set forth in table I. 

(B) The licensee dispose of the items and amounts comprising the sum 
of $64,744.05 by the transfer of the constituent amounts thereof to the ac- 
counts in the manner and to the extent as shown in table IT. 

(C) Within 90 days after the date of this order, the licensee shall file with 
the Commission two certified copies of the journal entries recorded on its books 
to adjust the project accounts to accord with the determination made herein. 


idopted: June 24, 1952. Issued: June 26, 1952. 


Order determining net changes in actual legitimate original cost of project and 
prescribing accounting therefor 


Alabama Power Co. 
Project No. 618 (Jordan Dam) 


By order entered December 30, 1947, 6 F. P. C. 1116, modifying prior order 
of October 7, 1941, 2 F. P. C. 479, 501, the Commission found and determined 
the actual legitimate original cost of project No. 618 (Jordan Dam), Alabama 
Power Co., licensee, as of December 31, 1929, in the aggregate amount of 
$9,516,932.52. 

The licensee has filed, from time to time, with the Commission statements 
showing an aggregate net claimed increase in project plant accounts for the 
years 1930 to 1949, inclusive, in the amount of $160,454.04, based upon gross 
additions of $351,024.50 and retirements of $190,570.46. 

A field examination of licensee’s books and records in support of the claimed 
cost of the net changes in the project was made by the staff of the Commis- 
sion which questioned the classification and propriety of certain items of such 
claimed cost. Examination of the primary plant accounts maintained by the 
licensee in which the cost of the project, as of December 31, 1929, in the 
amount of $9,516,932.52 is recorded disclosed that errors had been made in the 
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classification of certain items therein. Restatement of the claimed cost of 
project changes for the years 1930 to 1949, inclusive, correcting the classifica- 
tion thereof, discloses gross additions of $469,619.70, retirements of $276,765.65, 
and adjustments to prior accounting involving the credit amount of $32,400.01, 
with no change in the indicated net increase of $160,454.04. During the course 
of the field examination there were conferences between the staff and representa- 
tives of the licensee as to the questioned items and agreement reached, sub- 
ject to Commission approval, for the correction of the classification of the cost 
of the project as of December 31, 1929, the claimed cost of changes in the 
project from January 1, 1930 to December 31, 1949, inclusive, and the elimina- 
tion from the latter of a net credit amount of $13,184.79, the accounting disposi- 
tion thereof, the allowance of amounts of $388,669.09 for additions, $184,405.33 
for retirements and a credit amount of $30,624.93 for adjustments of prior 
period costs, resulting in a net increase of $173,638.83 in project costs for the 
period from January 1, 1930 to December 31, 1949 and an aggregate actual 
legitimate original cost of the project as of the latter date in the amount of 
$9,690,571.35 as appears in table I. 

The items and associated amounts agreed to be eliminated from the state- 
ment of changes in project plant accounts for the period from January 1, 1930 
to December 31, 1949, inclusive, and disallowed as project costs in the amount 
of ($13,184.79) may be briefly summarized as follows: 


Improper costs of project lands___-_ si ie 3 = sae 
Adjustment of accounting for cost of modernizing oil circuit 

breakers ee eee acunas (6, 948.92) 
Excess interest charges arising from revisions of construction 

periods and reduction of the annual interest rate capitalized 

parent Ga Day 1, TOT a ok tks ies 2, 702. 59 
Profit in construction fees and improper general and administrative 

expenses of affiliated construction companies (net) - siadiicidbaties (174. 85) 
General and administrative expenses charged by licensee on billings 
seadeiis SE (435. 65) 
ana (8; 720. TB) 
atlanta ead 187. 02 
 icdicincccnn ‘ — = ee | 


( ) Denotes credit. 


$2038. 77 


of affiliated construction companies (net) —- 
Over-and-under-priced retirements, (net) — 
Unrecorded retirements of depreciable plant__ 








It was agreed between representatives of the licensee and the staff, subject 
to approval by the Commission, that the net credit amount of $13,184.79 dis- 
allowed as project costs be disposed by the transfer of the items and associated 
amounts comprising the said $13,184.79, to the accounts and in the amounts 
set forth in table II. 

The licensee by letter dated August 15, 1950, concurs in the recommended 
accounting disposition as shown herein. 

The Alabama Public Service Commission by letter dated March 25, 1952, 
states that it is in accord with the proposed accounting as herein prescribed. 

The Commission finds: 

(1) The licensee by its letter of August 15, 1950, and the Alabama Public 
Service Commission by its letter of March 25, 1952, have waived the necessity 
for further notice as provided by sections 4.4 and 4.5 of the Commission’s 
general rules and regulations. 

(2) The net increase in the actual legitimate original cost of project No. 618, 
Jordan Dam, for the period from January 1, 1930 to December 31, 1949, inclusive, 
is $173,638.83. 
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TABLE II.—Project No. 618, Jordan Dam, Alabama Power Company, Licenset 


Accounting disposition of amounts disallowed 











—- Description Nonproject— 
ee Total ——;—|_ Account | Account 
| diss red | 95 97 
disallowed | 4 oeount | Account om | U4 
| 100.1 100.4 
‘escent aa a at az Si a a el 
Production plant—hydraulic | 
| | | 
320 | Land and land rights___--_- ‘ $227.72 |-..-- GORGE Binccnctenses $192. 08 
321 | Structures and improvements. -.- a 1, 714. 25 bbaeaet nema $93. 08 |1, 621. 17 
322 | Reservoirs, dams and waterways (1, 450. 24)}---- “oe (747. 27)| (702. 97) 
323 | Water wheels, turbines, and generators (1, 766. 55) --- cocbiseccscenl GRE ee See 63 
324 | Accessory electric equipment oa 324. 29 |-- eaatoual 618. 32 | (294. 03) 
325 | Miscellaneous power plant equipment (765. 16)|.....--...]-------- (783. 50) 18. 34 
Total production*plant- -hydraulic..| (1, 715. 69) | --. $35. 64 (3, 396. 55) |1, 645. 22 
| | 
| ! 
| Transmission plant | | 
343 | Station equipment__......._..- _..-| (11, 051. 27)|$1, 900. 66 = it (15, 000. 89) |2, 048. 96 
General plant | 
| 9 > < 
378 | Communication equipment ae S| a ae (816. 76)} 398.93 
ee ___...---|$(1, 184. 79) |$1, 900. 66 | $35. 64 |$(19, 214. 20)| $4,093.11 








( ) Denotes credit. 


(3) The actual legitimate original cost of project No. 618, as of December 31, 
1949, is $9,690,571.35. 

(4) It is reasonable and appropriate for purposes of the Federal Power 
Act that the licensee dispose of the credit amount of $13,184.79, disallowed 
project costs, by transfer of the constituent amounts thereof to the accounts and 
in the amounts set forth in table IT. 

The Commission orders: 

(A) The licensee record in its control and detail plant accounts, to the ex- 
tent that it has not already doue so, the reclassification of the amounts com- 
prising the actual legitimate original cost of project No. 618, as of December 31, 
1929, in the aggregate of $9,516,932.52, the net charges and reclassification of 
the amount of the project property changes for the period from January 1, 1930 
to December 31, 1949, inclusive, in the sum of $173,638.83 and reflect a balance 
of $9,690,571.35 as the actual legitimate original cost of Project No. 618, as of 
December 31, 1949, as set forth in table I. 

(B) The licensee dispose of the items and amounts comprising the credit sum 
of $13,184.79 by the transfer of the constituent amounts thereof to the accounts 
in the manner and to the extent as shown in table II. 

(C) Within 90 days after the date of this order, the licensee shall file with 
the Commission two certified copies of the journal entries recorded on its books to 
adjust the project accounts to accord with the determination made herein. 


Adopted: June 24, 1952. Issued: June 26, 1982. 


Findings and order issuing a certificate of public convenience and necessity 
Atlantic Seaboard Corp. 
Docket No. G—1957 


On May 16, 1952, Atlantic Seaboard Corp. (applicant) filed an application for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of additional com- 
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pressor units totalling 3,080 horsepower at applicant's existing Files Creek com- 
pressor station located on its 26-inch Cobb-Rockville pipeline in Randolph 
County, W. Va. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 24, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

Applicant proposes, by means of the said facilities, to provide sufficient 
capacity on its Cobb-Rockville pipeline to meet the anticipated 1952-1953 winter 
peak day requirements of its existing customers up to the maximum volumes 
heretofore authorized by the Commission for delivery to such customers. 

The record shows that applicant’s Cobb-Rockville line, operated jointly by 
applicant and its affiliate, Virginia Gas Transmission Corp., has a maximum 
delivery capacity of approximately 258,000 M. c. f. of natural gas per day at 
Dranesville, Va., with existing compressor facilities of 3,520 horsepower at its 
Files Creek station under operating conditions to be expected during the coming 
winter season. The estimated 1952-1953 peak day deliveries which will be 
required at Dranesville, to enable applicant to meet its obligations to already 
authorized markets, including volume limitations of 55,000 M. ¢. f. per day to 
Commonwealth Natural Gas Corp.’ and 70,000 M. c. f. per day to Consolidated Gas 
Electric Light and Power Co. of Baltimore,’ now in effect, are expected to 
aggregate 284,500 M. c. f. The proposed additional compressor facilities are 
expected to increase the capacity of the Cobb-Rockville pipeline by approxi 
mately 26,500 M. ¢. f. per day, a volume equal to applicant’s estimated 1952-53 
peak day capacity deficiency on that line. No new markets or customers are 
proposed to be served by means of the proposed facilities. 

Applicant proposes to install the proposed additional horsepower by super- 
charging each of its four compressor units now installed at Files Creek from 
880 horsepower to 1,100 horsepower, and by adding two new 1,100 horsepower 
compressor units, with a resulting overall increase in installed horsepower from 
3,520 to 6,600 at the Files Creek station. 

The estimated total overall capital cost of the proposed facilities is $595,000. 
The capital cost of the proposed facilities will be provided for out of funds 
to be realized from the sale of securities to applicant’s parent company, the 
Columbia Gas System, Inc. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Charleston, W. Va., owns and operates a natural-gas transmission 
pipeline system located in the states of Kentucky, West Virginia, and Maryland, 
and by such operations applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 16, 1943, in docket No. G—284, 3 F. P. C. 
941. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission as an integral part of applicant's pipeline system, 
and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 


1 Docket No. G-1261. 
2 Docket No. G-1175. 
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(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s rules of practice and procedure 18 C. F. R. 1.32 (b) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding and exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission in writing, under oath, the 
completion date of the construction of facilities hereinbefore described, to- 
gether with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: June 26,1952. Issued: June 26, 1952. 


Order suspending proposed rate schedules 
Roanoke Pipe Line Co. 
Docket No. G-1981 


On May 23, 1952, Roanoke Pipe Line Co. (Roanoke Pipe), a Virginia corpora- 
tion having its principal place of business at Roanoke, Va., filed third revised 
sheet No. 4 to its F. P. C. gas tariff, original volume No. 1, which, unless sus- 
pended, will become effective July 1, 1952. 

Roanoke Pipe owns and operates a natural gas transmission system where- 
by it transports natural gas purchased from Virginia Gas Transmission Corp. 
for resale to the Roanoke Gas Co., its sole customer, which distributes such 
natural gas in Roanoke, Va. Roanoke Pipe and its customer have common 
offices and identical boards of directors and officers. 

3y said third revised sheet No. 4 Roanoke Pipe proposes to increase the 
facilities charge paid by Roanoke Gas Co. from $6,700 to $7,600 per month—an 
increase of 13 percent—or $10,800 annually. Roanoke Pipe’s presently effective 
monthly facilities charge of $6,700 was filed on November 26, 1951, in com- 
pliance with a condition contained in paragraph (E) of the Commission’s order 
issued February 9, 1950, granting a certificate of public convenience and neces- 
sity to Roanoke Pipe, providing that: “* * * the rates and charges applicable 
to Roanoke Gas Co. * * * shall not exceed the cost which would result if the 
proposed facilities were owned and operated by Roanoke Gas Co. * * * and 
such charges shall be just and reasonable.” 

It does not appear from an office review of the data submitted by Roanoke 
Pipe in justification for the proposed increase and a preliminary field investiga- 
tion of the company’s records that the proposed increase in rates and charges 
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has been supported as required by section 4 (e) of the Natural Gas Act, and 
such increase in rates and charges may be unjust, unreasonable, unduly dis- 
criminatory or preferential or otherwise unlawful, and may place an undue 
burden upon ultimate consumers of natural gas. Among other things, it appears 
that Roanoke Pipe has improperly allocated joint administrative and general 
expenses between Roanoke Pipe and Roanoke Gas Co. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act and to aid in the enforcement thereof in the public interest, that the 
Commission enter upon a hearing, pursuant to the authority contained in sec- 
tion 4 (e) thereof, concerning the lawfulness of the proposed rates, charges, 
classifications or services and, pending such hearing and decision thereon, that 
the operation of Roanoke Pipe’s third revised sheet No. 4 to its F. P. C. gas 
tariff, original volume No. 1, be suspended and the use thereof deferred as 
provided by the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held at a time and place and at a date to be fixed by 
further order of the Commission concerning the lawfulness of the rates, charges, 
classifications or services subject to the jurisdiction of the Commission, as set 
forth in Roanoke Pipe’s third revised sheet No. 4 to its F. P. C. gas tariff, original 
volume No. 1 

(B) Pending such hearing and decision thereon, Roanoke Pipe’s third re- 
vised sheet No. 4 to its F. P. C. gas tariff, original volume No. 1, be and the same is 
hereby suspended and its use deferred until December 1, 1952, and until such 
further time as such revised sheet may be made effective in the manner pre- 
scribed by the Natural Gas Act. 

(C) Interested state commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 C. F. R.1.8 and 1.37 (f) ) of the Commission's rules of practice 
and procedure. 


Adopted: June 26,1952. Issued: June 26, 1952. 





Order authorizing issuance of short-term promissory notes 
Southern Utah Puwer Co. 
Docket No. E-6435 


Southern Utah Power Co. (applicant), a corporation organized and existing 
under the laws of the State of Utah, having its principal business office in Cedar 
City, Utah, filed its application May 29, 1952 and amendment thereto June 5, 
1952, requesting an order pursuant to section 204 of the Federal Power Act 
authorizing it to issue a promissory note payable not more than one year from 
the date thereof, to a bank or banks, in an amount not exceeding an aggregate 
of $250,000 bearing interest at a rate not in excess of 3144 percent per annum 
and a note or notes in renewal thereof having maturity dates not later than 
July 1, 1954. 

Applicant proposes to issue such note initially, under the terms of a bank 
credit agreement, dated May 13, 1952, with the Chase National Bank of the 
city of New York, bearing interest at the rate of 314 percent per annum, payable 
quarterly from the date of the note until maturity. A commitment fee at the 
rate of 4 of 1 percent per annum is to be paid by applicant on the unused amount 
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of the commitment of the Bank on the date of the making of the loan or if 
such loan is not made, on November 1, 1952. 

No underwriter’s commissions or finder’s fees will be incurred or paid in 
connection with the proposed issue of notes. 

The proceeds to applicant from the proposed notes will be used together with 
proceeds from the securities already issued to finance part of the applicant’s 
1952 construction program. 

Written notice of the aforesaid application has been given to the Public Service 
Commission of Utah and to the Governor of that State. Notice of the application 
was also published in the Federal Register June 7, 1952 (17 F. R. 5202), stating 
that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before June 23, 1952. 
No protest or petition or request to be heard in opposition to the granting 
of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
described and set forth in the Commission’s order entered February 6, 1951, 


In the Matter of Southern Utah Power Company, Docket No. E-—6338, 10 
w. 2; CG. Fa8. 

(2) The proposed issuance of short-term promissory notes is an issuance of 
securities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of short-term notes described above will be in 
excess of 5 percent or the par value of the other securities of applicant out- 
standing and therefore will not be exempt by section 204 (e) from the require- 
ments of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate and consistent with the 
proper performance by applicant of service as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate amount not 
to exceed $250,000, and renewals with final maturity date not beyond July 1, 1954, 
as described above, upon the terms and conditions and for the purposes specified 
in the application, hereby is authorized, subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 


(C) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: June 26, 1952. Issued; June 27, 1952. 
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Order disallowing proposed increased rates and allowing other increased rates 
to be effective February 1, 1952 


Hope Natural Gas Co. 
Docket No. G-1779 


On July 25, 1951, Hope Natural Gas Co. (Hope) filed with the Commission, 
pursuant to section 4 (d) of the Natural Gas Act, certain revised sheets to its 
ik. P. C. gas tariff, original volume No. 1, designated as third revised sheet No. 3, 
first revised sheet No. 3—A, second revised sheet No. 4 and first revised sheet 
No. 4-A, whereby Hope sought increases in rates to its interstate wholesale 
customers. Based on operations in the calendar year 1951, the proposed rates 
would produce $5,236,000 per annum in excess of the amount which would be 
provided by the previous rates. Hope’s interstate wholesale customers are the 
following: The East Ohio Gas Co. (East Ohio), The Peoples Natural Gas Co. 
(Peoples), New York State Natural Gas Corp. (New York Natural), The River 
Gas Co. (River Gas), The Manufacturers Light and Heat Co. (Manufacturers), 
and Mount Morris Gas Co. (Mount Morris). 

On August 29, 1951, the Commission issued an order providing for hearing 
on the reasonableness of the proposed rates at a date to be thereafter fixed, and 
suspending their operation, pursuant to section 4 (e) of the act, to February 1, 
1951, and such further time thereafter as they might be made effective in the 
manner prescribed by the act. On February 15, 1952, following the filing of a 
motion by Hope requesting that the changes of rates go into effect, the Com- 
mission issued an order making the proposed increased rates effective as of 
February 1, 1952, upon Hope’s furnishing a bond to make refund of any portion 
of the increased rates and charges found by the Commission not justified, with 
interest at the rate of 6 percent per annum from the date of payment to Hope until 
refunded. 

On November 1, 1951, members of the Commission staff commenced an ex- 
amination of Hope’s books, records, and operations. The test period selected by 
both the staff and Hope was the calendar year 1951. The staff has computed 
a rate base consisting of original cost of properties less depreciation reserve, both 
uveraged for the year, with an allowance for working capital computed in the 
usual manner and with a reduction thereof for income tax accruals. The total 
rate base thus computed amounted to $83,995,459. 

A cost of service study for the year 1951 made by the staff indicates that 
Hope’s revenues from sales subject to the jurisdiction of the Commission were 
approximately three million less than such cost of service, including a 6-percent 





return. In computing cost of service two major adjustments were made to 
operating expenses. One of these consisted in applying retroactively Tennessee 
Gas Transmission Company’s increases in rates to Hope, $2,779,110, and the 
other was to give effect for the full year to wage increases amounting to 
$248,000. 

In March and April 1952, conferences were had between representatives of 
Hope and the staff of this Commission relative to a settlement of the rate pro- 
ceeding, as a result of which Hope indicated that it would settle for an increase 
designed to produce $2,905,000 per annum in place of the $5,236,000 increase ap- 
plied for, based on the calendar year 1951, distributed among the six customer 
companies according to the differentials hereinafter indicated. Members of the 
staff who had studied the case believed that the proposed rates designed to pro- 
duce said increase of $2,905,000 per annum offered a reasonable basis for settle- 
ment of the rate proceeding. 
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The rates in effect prior to February 1, 1952, and the proposed rates reflecting 
the suggested settlement, are shown by the following tabulation: 


Rates in effect 
prior to Proposed 
| February 1, rates 
1952 | 





Cents Cents 
East Ohio.-_---- bmi - eects : caine ‘ 5 icin 31. 65 | 34.! 
Peoples-.-....-. et cciee pie i ee a eiace ' ee 28. 9! 31 
New York Natural-_-_..--.-- a aches ink naeieteinca i cane 30. 2 33. 
River Gas omawenenae ae . pitied 31 33. 
Manufacturers._-- -.- sei . = = 29. £ 32. . 
Mount Morris--.-.--- sce teabtiaeeed a ieoakan 29. 32. 3 


The Commission granted the staff authorization to obtain the views of all 
parties intervening in the case and other interested persons, state commissions 
and municipalities. Accordingly, the Secretary of the Commission addressed 
appropriate letters to the six interstate wholesale customer companies of Hope, 
to the State Commissions of New York, Pennsylvania, Ohio and West Virginia, 
to the cities of Cleveland and Akron, Ohio, and to the Director of Price Stabiliza- 
tion, setting out the basis of the proposed settlement and the proposed new 
rates, and requesting that said intervenors and interested persons and bodies 
inform the Commission concerning their views as to whether the proposed rates 
should be accepted in settlement of the rate proceeding. All of them, with 
the exception of Public Utilities Commission of Ohio, replied stating that they 
had no objection to the proposed settlement. The Ohio State Commission did 
not desire to comment as it was not an intervener in the proceeding. The staff 
pursuant to Commission authorization, then worked out arrangements with 
Hope whereby Hope would file revised rate schedules conforming to the pro- 
posed settlement. 

On June 11, 1952, Hope filed revised sheets to effectuate the settlement, effec- 
tive as of February 1, 1952. Said revised sheets are designated as fifth re- 
vised sheet No. 3, third revised sheet No. 3-a, fourth revised sheet No. 4, 
third revised sheet No. 4-a, and first revised sheet No. 5 to Hope’s F. P. C. gas 
tariff, original volume No. 1. 

The Commission finds: 

(1) The proposed increased rates for the sale in interstate commerce of na- 
tural gas for resale, contained in the revised sheets to Hope’s F. P. C. gas tariff, 
original volume No. 1, designated as fourth revised sheet No. 3, second revised 
sheet No. 3-a, third revised sheet No. 4 and second revised sheet No. 4-a, are 
not just, reasonable or lawful. 

(2) The increased rates and charges in Hope’s revised tariff sheets filed on 
June 11, 1952, reflecting the rates agreed upon as recited above and estimated 
to provide annual revenue based on 1951 operations of approximately $2,905,000 
in excess of the amount which would be provided by the rates in effect prior 
to February 1, 1952, fairly reflect the overall cost of service to which Hope 
is entitled, including Federal income taxes and a return of 6 percent per 
annum on the depreciated cost of its utility property devoted to public service, 
and are just, reasonable and lawful. 


(3) It is reasonable and in the public interest that an appropriate order 
be entered accepting for filing the revised tariff sheets filed on June 11, 1952, 
and making the same eifective as of February 1, 1952. 

The Commission orders: 

(A) The increased rates and charges for the sale in interstate commerce 
of natural gas for resale proposed by Hope contained in the revised sheets 















































APPENDIX—ORDERS 1099 


to Hope’s F. P. C. gas tariff, original volume No. 1, designated as fourth revised 
sheet No. 3, second revised sheet No. 3-a, third revised sheet No. 4 and second 
revised sheet No. 4-a, be and the same hereby are disallowed. 

(B) The increased rates and charges for the sale in interstate commerce of 
natural gas for resale contained in fifth revised sheet No. 3, third revised sheet 
No. 3-a, fourth revised sheet No. 4, third revised sheet No. 4-a and first re- 
vised sheet No. 5, be and the same hereby are accepted for filing, and allowed 
to take effect as of February 1, 1952. 

(C) Effective as of the date of this order, the permission heretofore granted 
in the Commission's order issued February 15, 1952, allowing Hope to collect 
and receive, subject to filing ef bond, the increased rates and charges referred 
to in paragraph (A) hereof, be and the same hereby is terminated. 

(D) Within 30 days from the date of this order, Hope shall refund to its 
respective interstate wholesale customers the difference between the amounts 
received by it by reason of the revised tariff sheets described in paragraph (A) 
hereof, and the rates hereinabove determined to be just, reasonable and lawful; 
together with interest on the amounts of each such refund at the rate of 6 
percent per annum from the date of payment of said monies to Hope to 
the date of repayment thereof by Hope to each of said purchasers; provided 
that Hope shall bear all costs incidental to the making of such refund. 

(E) Within 45 days from the date of this order, Hope shall certify to this 
Commission that it has complied with this order, and shall also furnish with 
such certification a detailed statement showing the method of calculation, 
the date and the amount of each of such payments, as well as the date and 
amount of all such refunds; and shall also furnish with such certification a 
satisfaction or release from each of its interstate wholesale customers evidenc- 
ing the discharge of its liability to make such refunds. 

(F) All matters relating to compliance by Hope with the provisions of para- 
graphs (D) and (E) of this order are reserved to this Commission, and subject 
to any further orders in connection therewith. 

(G) This order is without prejudice to any findings or orders which have 
or may hereafter be made by this Commission in any proceeding now pending, 
or hereafter instituted, by or against Hope. 


Adopted: July 1, 1952. Issued: July 2, 1952. 


Findings and order issuing certificate of public convenience and necessity 
United Natural Gas Co. 
Docket No. G—1854 


On December 17, 1951, United Natural Gas Co. (applicant) filed an applica- 
tion, as supplemented on February 25, 1952, and amended and supplemented on 
March 14, 1952, and further supplemented on April 7, 1952, for a certificate of 
public convenience and necessity, pursuant to section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of the following natural gas 
transmission facilities: 

(1) Approximately 15.1 miles of 12-inch pipeline from applicant's existing 
Van compressor station around the western boundary of Oil City, Pa., to a con- 
nection with applicant’s existing 8-inch line between Oil City and Titusville, 
replacing, in part, an existing 8-inch line. 
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(2) About 14,175 feet of 6-inch pipeline replacing an existing 3-inch line, 
north of Tidioute, Pa., and to continue this line with a new 6-inch line, about 
51,310 feet in length running northeasterly to a connection with applicant’s 
existing 4-inch line between Youngsville and Irvine, Pa. The new section of 
pipeline will permit the removal of 26,834 feet of 3- and 6-inch pipeline between 
Tidioute and Pittsfield, Pa. 

(3) About 0.38 mile of 12-inch pipeline as an emergency bypass around the 
existing Van compressor station. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 26, 1952, respecting the matters involved and the issues presented by the 
application. No protests to the application have been received. 

The proposed facilities will increase the flexibility of operation of applicant’s 
system and increase the daily delivery capacity of applicant’s system in order to 
meet normal growth in the gas requirements of its existing market, particularly 
in and near Oil City, Franklin, Meadville, Pin Oak, Titusville, Pittsfield, Youngs- 
ville, and Irvine, all in Pennsylvania. 

The net increase in plant investment, after retirements and installation of 
the new facilities to be constructed, is estimated to be $798,500 which will be 
financed from applicant’s current funds. 

No new markets are proposed to be served herein. 

The Commission finds: 

(1) United Natural Gas Co., a Pennsylvania corporation, having its principal 
place of business at Oil City, Pa., owns and operates a natural-gas transmission 
pipeline system located in the States of Pennsylvania and Ohio and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission, in its order 
of March 30, 1943, in docket No. G-828, 3 F. P. C. 959. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof is subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and proceedure (18 C. F. R. 1.382 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application as supplemented and 
amended in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant shall report to the Commission, in writing, under oath, the date 
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of the completion of construction of the facilities hereinbefore described, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: July 1, 1952. Issued: July 2, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G—1933 


On April 7, 1952, Montana-Dakota Utilities Co. (applicant), a Delaware 
corporation with its principal place of business at Minneapolis, Minn., filed an 
application pursuant to section 7 of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing the construction and operation of 
a new 2,640 horsepower compressor station together with necessary auxiliaries on 
applicant’s 12-inch gas transmission pipeline in Butte County, S. Dak. This line 
serves the Black Hills area in South Dakota. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 26, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The proposed facilities are stated to be required to meet the demands of the 
growing market in the Rapid City-Sturgis area located in the Black Hills of 
South Dakota. The estimated gas requirements of the area are stated to be as 
follows: 


| | Estimated 
Estimated : ai requirements a | peak day 

| Estimated annual requirements (M. c. f.) | requirements 

| (M.e.f.) 


1950. ...........-...| 3,095,603 (actual) site dea 1950-51. .......-.....-.| 22,369 (actual). 
1951 | 3,981,190 (actual) waskaaiecn ame ake aeaaadet rns .--| 22,708 (actual). 


1952 een = ‘ dos ----.| 1052-53... -----.| 27,690. 
DC ibtcndeagsedsccnnak Gee . sueae a -----| 28,820. 
1954... . celia ae : ‘ . ’ as ‘ 29,600. 
Adah ence 4,261,400___...- : ; sociale sbaiaknan) ae = 4 a .| 30,400. 
ON nciiedinunongkucul bedaine ‘ cuit nai 1956-57 - . . . ae 31,200. 


! The annual figures for 1952 are lower than 1951 due to decreased deliveries to interruptible industrial 
customers in 1952. 


The present facilities of applicant (without new station) supplying the Rapid 
City-Sturgis area are estimated to be capable of delivering about 23,000 M. ec. f. 
per day into the area. The proposed new station operating with the present 
facilities within the pressure conditions set forth in the application should 
enable applicant to meet its estimated 1956-1957 peak-day requirements. 

The estimated capital cost of the proposed facilities is $752,927, which will 
be defrayed from applicant’s current funds or from short-term bank loans. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Minneapolis, Minn., owns and operates, among other facilities, a natural-gas 
transmission system located in the States of Montana, North Dakota, and South 
Dakota, and by such operations applicant is engaged in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
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sion, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of April 6, 
1943, at docket No. G-282, 3 F. P. C. 968. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts, and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of rule 1.32 (b) (18 C. F. R. 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders : 

(A) A certificate of public convenience and necessity be, and the same is 
hereby issued, authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in these 
proceedings and exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Adopted: July 1,1952. Issued : July 2, 1952. 


Order granting petition to reinstate proceedings and consolidating proceedings 
for purpose of hearing 


City Gas Co. of Phillipsburg, N. J., The Manufacturers Light & Heat Co., Texas 
Eastern Transmission Corp., Penn-Jersey Pipe Line Co., and Allentown-Bethle- 
hem Gas. Co. 


Docket Nos. G—1694, G-1695, G-1699, G-1749, G-1777 


On March 13, 1952, the Commission issued an order in docket No. G—1694 
dismissing without prejudice the application of City Gas Co. of Phillipsburg, 
N. J. (City Gas) which was filed on May 25, 1951, pursuant to section 7 of the 
Natural Gas Act for a certificate of public convenience and necessity adjudging 
and ordering that the 1,700 M. c. f. of natural gas per day referred to in the 
Commission’s opinion 10 F. P. C. 35, and accompanying order, can be economically 
delivered to City Gas in the manner proposed in said application. Said applica- 
tion was dismissed without prejudice upon a finding that despite ample op- 
portunity, well beyond 90 days after the issuance of said opinion and accompany- 
ing order on February 27, 1951, City Gas had failed to submit appropriate evidence 
to the Commission that the volumes of natural gas referred to in said opinion 
can be economically delivered to it. In the same order the Commission dismissed 
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without prejudice a petition seeking leave to intervene in docket No. G-1694 filed 
by the Manufacturers Light and Heat Co. (Manufacturers). 

On March 13, 1952, the Commission issued an order in docket No. G—1749, dis- 
missing without prejudice the application of Penn-Jersey Pipe Line Co., a de 
facto corporation (Penn-Jersey), which was submitted for filing pursuant to 
section 7 of the Natural Gas Act, for a certificate of public convenience and neces- 
sity authorizing the construction and operation of approximately 6 miles of 6- 
inch pipe, or in part 8-inch pipe, between the facilities of Manufacturers and the 
distribution system of City Gas. Said application was dismissed without prej- 
udice upon a finding, among others, that despite ample opportunity to do so, 
Penn-Jersey had not filed a supplement to its application containing Articles of 
Incorporation showing the corporation to be a de jure corporation qualified to 
make application pursuant to section 7 of the Natural Gas Act, and upon a 
further finding that the dismissal without prejudice of the application filed by 
City Gas in docket No. G—1694, hereinbefore referred to, would make nugatory 
a hearing on the application submitted for filing by Penn-Jersey in docket No. 
G-1749. In the same order, the Commission dismissed without prejudice a peti- 
tion seeking leave to intervene in docket No. G—1749 filed by Allentown-Bethlehem 
Gas Co. (Allentown-Bethlehem). 

On March 13, 1952, the Commission issued orders in docket Nos. G—1699, and 
G—1695, dismissing without prejudice applications filed by Manufacturers and 
Texas Eastern Transmission Corp. (Texas Eastern) pursuant to section 7 of 
the Natural Gas Act for certificates of public convenience and necessity authoriz- 
ing the sale and delivery of natural gas by Texas Eastern to Manufacturers and 
the installation and operation by Manufacturers of a connection, meter, and 
regulator station for the receipt and delivery of natural gas to be transported and 
sold to City Gas; and an order in docket No. G—1777, dismissing without prejudice 
an application filed by Allentown-Bethlehem pursuant to section 7 (b) of the 
Natural Gas Act for an order authorizing and approving the abandonment of 
its present natural-gas service to City Gas. In each of said orders the Commis- 
sion found, among other findings, that the dismissal without prejudice of the 
application filed by City Gas in docket No. G—1694, hereinbefore referred to, 
would make nugatory a hearing upon the applications filed by Manufacturers 
in docket No. G—-1695, by Texas Eastern in docket No. G—1699, and by Allentown- 
Bethlehem in docket No. G—-1777. In the same orders, the Commission dismissed 
without prejudice petitions seeking leave to intervene filed by Allentown-Bethle- 
hem in docket Nos. G—1695 and G—1699, and by City Gas in docket Nos. G—1695, 
u-—1699, and G-1777. 

On March 24, 1952, City Gas and Penn-Jersey filed a joint petition in the above- 
entitled proceedings to have said orders of the Commission issued on March 13, 
1952, vacated, and the applications and petitions to intervene in said proceedings 
reinstated. 

In support of said petition, City Gas and Penn-Jersey state that the failure to 
file the supplement to the application submitted for filing by Penn-Jersey in docket 
No. G—1749 was not due to lack of diligence on the part of said petitioners, but was 
due to causes beyond their control. Said petitioners state that the failure to 
file said supplement was caused by the pendency of an application filed on June 
29, 1951, with the Pennsylvania Public Utility Commission for approval of the 
incorporation, organization, and creation of Penn-Jersey Pipe Line Co., upon 
which hearing by that Commission was held on October 24, 1951, and which ap- 
plication was, on January 21, 1952, refused. Thereafter, by applications filed 
on February 2, 1952, rehearing of said denial was requested, and the same was 
granted by the Pennsylvania Commission. Such rehearing was held on March 
17, 1952. 
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On June 6, 1952, Penn-Jersey filed a supplement to the application submitted 
for filing in docket No. G-1749, which supplement contains Articles of Incorpora- 
tion showing Penn-Jersey to be a de jure corporation qualified to make application 
pursuant to section 7 of the Natural Gas Act. 

The principal ground for dismissal of said applications and petitions seek- 
ing leave to intervene was the failure of Penn-Jersey to submit appropriate data 
to show that it is a proper applicant for the authorization requested in its ap- 
plication in docket No. G—1749, and such failure rendered the proposed plan for 
economical delivery of the natural gas referred to in said opinion No. 206 to 
City Gas unfeasible. It now appears from additional information furnished to 
the Commission and the data submitted by Penn-Jersey, that the proposal of 
City Gas may constitute appropriate evidence that said volume of natural gas 
can be delivered to it economically. 

It further appears that the proceedings in all the above-entitled dockets in- 
volve substantially similar issues of law and fact. 

On April 7, 1952, Manufacturers filed a petition in the above-entitled proceed- 
ings, requesting that the Commission reconsider its action in dismissing without 
prejudice the applications and petitions seeking leave to intervene herein, that 
said orders be vacated, and that said applications and petitions be reinstated. 

On April 25, 1952, Allentown-Bethlehem filed a petition in the above-entitled 
proceedings, requesting that the Commission reconsider its action in dismiss- 
ing without prejudice the application in docket No. G-1777 and the petition to 
intervene in docket No. G—1749, that said orders be vacated, and that said ap- 
plication and petition to intervene be reinstated. 

On May 15, 1952, Texas Eastern filed a motion in the proceeding in docket 
No. G—1699, requesting that the Commission reconsider its action in dismissing 
without prejudice the application in docket No. G—1699, that it vacate its order 
therein, and that said application be reinstated. 

The Commission finds: 

(1) It is appropriate and in the public interest to grant the petitions filed, 
jointly, by City Gas and Penn-Jersey, and by Manufacturers, Allentown-Beth- 
lehem, and Texas Eastern to reinstate the applications filed by City Gas, Manu- 
facturers, Texas Eastern, and Allentown-Bethlehem, in docket Nos. G—1694, 
G-1695, G-1699, and G—1777, and to permit the formal filing and docketing of 
the application submitted for filing by Penn-Jersey in docket No. G—1749. 

(2) It is appropriate and in the public interest to permit the reinstatement 
of the various petitions seeking leave to intervene filed in the above-entitled 
proceedings to which reference heretofore has been made. 

(3) It is appropriate and in the public interest and orderly procedure requires 
that the above-entitled proceedings be consolidated for purpose of hearing. 

(4) Although the motion filed by Texas Eastern on May 15, 1952 was not filed 
within the time prescribed by the Commission’s rules of practice and procedure, 
good cause exists to permit the late filing. 

The Commission orders: 

(A) The application filed by City Gas Co. of Phillipsburg, N. J., on February 
27, 1951 in docket No. G-1694 which was dismissed without prejudice by order 
of the Commission issued on March 13, 1952, together with the petition seeking 
leave to intervene in said docket filed on June 19, 1951 by the Manufacturers 
Light and Heat Co., be and the same hereby are reinstated. 

(B) The application submitted for filing by Penn-Jersey Gas Co., a de facto 
corporation, on July 17, 1951 and tentatively assigned docket No. G—1749, which 
was dismissed without prejudice by order of the Commission issued on March 
13, 1952, be and the same hereby is accepted for filing as a formal application in 
docket No. G—1749, and the petition seeking leave to intervene in said docket No. 
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G-1749, filed on August 24, 1951 by Allentown-Bethlehem Gas Co. be and the 
same hereby is reinstated. 

(C) The application filed by the Manufacturers Light and Heat Co. on May 
28, 1951 in docket No. G—1695, together with the supplement thereto filed on 
June 5, 1951, which said application was dismissed without prejudice by order 
of the Commission issued on March 13, 1952, and the petitions seeking leave to 
intervene in said docket filed on June 26, 1951 by Allentown-Bethlehem Gas Co. 
and on July 17, 1951 by City Gas Co. of Phillipsburg, N. J., be and the same here- 
by are reinstated. 

(D) The application filed by Texas Eastern Transmission Corp. on May 31, 
1951 in docket No. G-1699 which was dismissed without prejudice by order of 
the Commission issued on March 13, 1952, together with the petitions seeking 
leave to intervene in said docket filed on June 26, 1951 by Allentown-Bethlehem 
Gas Co. and on July 17, 1951 by City Gas Co. of Phillipsburg, N. J., be and the 
same hereby are reinstated. 

(E) The application filed by Allentown-Bethlehem Gas Co. on August 24, 
1951 in docket No. G-1777 which was dismissed without prejudice by order of 
the Commission issued on March 13, 1952, together with the petition seeking 
leave to intervene in said docket filed on September 19, 1951 by City Gas Co. 
of Phillipsburg, N. J. be and the same hereby are reinstated. 

(F) The proceedings in docket Nos. G-1694, G—1695, G-1699, G-1749 and G-1777 
be and the same hereby are consolidated for purpose of hearing, which hearing 
shall be held at a time and place to be fixed by further order of the Commission. 

(G) Public notice of this order be given, including publication in the Federal 
Register, and protests or petitions seeking leave to intervene may be filed in 
accordance with the rules of the Commission (18 C. F. R. 1.8 or 1.10) on or before 
the 23d day of July, 1952. 


Adopted: July 1,1952. Issued: July 8, 1952 


Order confirming and approving revised rate schedule 
Bonneville Project, Columbia River, Washington-Oregon 
Docket No. IT-5519 


Bonneville Power Administration (Bonneville) through the Secretary of the 
Interior, on December 27, 1951, filed for confirmation and approval by the Federal 
Power Commission pursuant to the provisions of the Bonneville Act (50 Stat. 
731), as amended, a proposed revision of its rate schedule E-4. On May 26, 1952, 
Bonneville amended its filing to incorporate certain changes as a result of dis- 
cussion with members of the Commission staff. 

Bonneville’s rate schedule E-4 was originally approved by the Commission on 
March 26, 1948, and an amendment thereto was approved January 26, 1951. 

Notice of the proposed revision was sent to interested State officials and pub- 
lished in the Federal Register January 26, 1952. Protests and comments with 
respect to the proposed revision were submitted by Mountain States Power Co., 
Pacific Power & Light Co., Portland General Electric Co., Puget Sound Power & 
Light Co., the Washington Water Power Co., Northwest Public Power Associa- 
tion, and Puget Sound Public Power System. 

The proposed revision retains the same basic rate as provided in rate sched- 
ule E-4, consisting of a demand charge of 75 cents net per month per kilo- 
watt of billing demand and an energy charge of 2 mills net per kilowatt-hour for 
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the first 200 kilowatt-hours per kilowatt of billing demand plus 1 mill net per 
kilowatt-hour for additional kilowatt-hours, but makes changes in the following 
respects : 

(1) The 3.5 mills per kilowatt-hour “ceiling” applicable to public bodies and 
cooperatives is presently effective for a developmental period of 3 years after 
the commencement of service, or for a postwar period of 5 years. The revised 
rate schedule extends the 3-year period to 5 years and eliminates the postwar 
ceiling as having expired December 31, 1951. 

(2) The present billing demand which is the measured demand for the month 
(adjusted for power factor) but not less than 80 percent of the highest such 
demand of the preceding 11 months is revised to make the billing demand the 
higher of : (a) the measured demand for the month (adjusted for power factor), 
(b) 70 percent of the highest such demand of the preceding 11 months excluding 
the months of May through September. 

(3) The present provision in rate schedule E+, as supplemented, providing that 
irrigation and pumping may be billed for separately, and if so billed “the Admin- 
istrator may include * * * a provision requiring a minimum annual charge for 
such power based on load factor” is revised to provide for a minimum charge for 
such power equal to the annual costs on any special facilities required to supply 
the pumping loads. 

The Commission, having considered the proposed revised rate schedule and the 
aforementioned comments and protests, and having due regard for the purposes 
of the Bonneville Act, as set forth therein, finds: 

It is appropriate for the purposes of the Bonneville Act that the proposed 
revision of rate schedule E-4 be confirmed and approved. 

The Commission orders: 

The proposed revisions to Bonneville’s rate schedule E-4 filed on December 
27, 1951 as amended May 26, 1952, all being attached hereto and made a part 
hereof, hereby are confirmed and approved. 


Adopted: July 1,1952. Issued: July 3, 1958. 
BONNEVILLE POWER ADMINISTRATION, UNITED STATES DEPARTMENT OF THE INTERIOR 
Wholesale Power Rate Schedule E-4 


(Effective April 1, 1948) 
(Amended Jan. 26, 1951) 
(Amended 7-—1-52) 
Section 1. Availability: 


This schedule is available to purchasers of at-site or transmission system firm 
power for resale and for irrigation or drainage pumping use, including incidental 
use for other purposes in either case. 


Section 2. Rate: 


Subject to the limitations set forth in section 4, power sold under this schedule 
shall be paid for at the following monthly rate applied separately to each segre- 
gated sytem served, and within any such system the rate may, at the option of the 
purchaser, be applied separately under the conditions specified in section 5 to 
power used for irrigation or drainage pumping: 

Demand Charge: 75 cents net per kilowatt of billing demand. 

Energy Charge: first 200 kilowatt-hours per kilowatt of billing demand at 2 

mills net per kilowatt-hour. 
additional kilowatt-hours at 1 mill net per kilowatt-hour, 
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Section 3. Billing Demand: 

The billing demand under this rate schedule shall be the largest of the following 
billing demand factors: 

(1) the measured demand for the billing period adjusted for power factor, 

(2) 70 percent of the highest measured demand after adjustment for power 
factor during the preceding eleven months exclusive of measured demands for the 
months of May through September and exclusive of all 30-minute demands during 
other months for any power purchased separately for irrigation or drainage 
pumping. 


Section 4. Limitations: 


(a) The amount payable under any billing shall be less than 90 percent 
of the amount resulting from the application of the charges and provisions in 
this schedule to the entire requirements of the system, or for the use, to which 
the billing applies. 

(b) For a developmental period extending until five years after the date 
service is first rendered by the Administrator to a separate system, the amount 
payable for such system for power supplied to public bodies and cooperatives, 
except for power purchased separately for irrigation or drainage pumping use, 
shall not exceed the higher of (1) 3.5 mills multiplied by the number of kilowatt- 
hours supplied plus any increase in demand charge due to power factor adjust- 
ment, or (2) 3.5 mills multiplied by 90 percent of the entire system energy re- 
quirements, exclusive of irrigation or drainage pumping requirements of such 
system if such power is purchased separately plus any increase in demand 
charge due to power factor adjustment. 

(c) The 90 percent specified in‘limitations (a) and (b) shall be subject to 
an appropriate adjustment if a purchaser is unable to obtain his full require- 
ments from the Administrator. 

(d) For any billings covering power purchased for irrigation or drainage 
pumping use: 

(1) the total charges for such power supplied during the special pumping rate 
period from May 1 through September 30 of each year shall not exceed $6 per 
kilowatt of the maximum billing demand during such period, and (2) the de- 
mand charge for any irrigation or drainage pumping power on which the de- 
livery may be restricted by the Administrator, shall be 50 percent of the demand 
charge specified in section 2. 


Section 5. Irrigation and Drainage Pumping Provision: 


Upon request of the purchaser this rate will be applied separately to power 
supplied for one or more of such irrigation or drainage pumping customers within 
a segregated system as are designated by the purchaser in a written notice to 
the Administrator given prior to April 1st of any year. Power supplied to such 
customers shall be separately metered by the purchaser and the purchaser shall 
supply, within 10 days after the close of each billing period, such data as are 
requested by the Administrator and necessary to determine separate charges for 
such service. Suitable allowances for losses between the point of supply by the 
Administrator and the points of delivery to these customers, and allowances 
for diversity in demands among such customers and other customers served from 
the same point of supply shall be estimated, and the purchaser shall also supply 
such data as is requested by the Administrator for that purpose. 

Irrigation or drainage pumping power made available during the period May 1 
through September 30 of each year (which period is called “The special pumping 
rate period”), and during such other periods as are specified in the purchaser’s 
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contract for service, shall be firm power. Irrigation or drainage pumping power 
made available during other months, and not specified as firm power, may be 
restricted at the discretion of the Administrator for periods not exceeding a 
total of four hours in any one day. The Administrator will give such advance 
notice of any restriction as is practicable, including the hours of such daily 
restrictions. 

The amount payable for the first and last billing periods during each calendar 
year will be computed by proration of charges in the ratio of the number of days 
of service to the total number of days in each respective month. 

Notwithstanding any other provisions of this schedule, the Administrator may 
include in contracts with purchasers of irrigation or drainage pumping power a 
minimum annual charge for such power in an amount which shall return the 
annual costs on special facilities, if any, required to be installed by the Admin- 
istrator to supply such service. At the end of the calendar year the purchaser 
will be billed for any amount by which said required minimum annual charge 
exceeds the total amounts previously billed for the year. 


Section 6. Power Factor: 


(a) The adjustment for power factor specified in section 3 shall be made by 
increasing the measured demand for each month by 1 percent for each 1 percent 
or major fraction thereof by which the average power factor at which electric 
energy is supplied during such month is less than 0.95 lagging. This adjustment 
may be waived in whole or in part to the extent that the Administrator deter- 
mines that a power factor of less than 0.95 would in any particular case be 
advantageous to the Government. 

(b) Unless specifically otherwise agreed, the Administrator shall not be 


obligated to deliver power to the purchaser at any time at a power factor below 
0.75 lagging. 


Section 7. Change to Other Rate Schedule: 


Upon written application to the Administrator, any purchaser who has con- 
tracted for service under this rate schedule may change, under an appropriate 
new contract for the remainder of the original contract term, to any other 
schedule which is available, subject to provisions of section 10.1 of the general 
rate schedule provisions effective April 1, 1948, as amended. 


Section 8. General Provisions: 


Sales of power under this schedule shall be subject to the provisions of the 
Bonneville Project Act and the general rate schedule provisions effective April 1, 
1948, as amended. 

This schedule supersedes wholesale power rate schedule E-4, as amended 
January 26, 1951. 


PAUL J. RAVER, 
Bonneville Power Administrator. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 77 
Docket No. DA-429-Idaho—Roy Vader 


An application was filed by Roy Vader of Hagerman, Idaho, for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
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with respect to certain power site lands which together with other such lands 
similarly situated in the area should be considered for restoration to entry. The 
lands are described as follows: Boise meridian, Idaho: T. 8 S., R. 13 E., sec. 1, 
NW% SW, SE% SW; sec. 2, SWY% SW; sec. 3, lots 4, 5, SEY%, N“SW. 

The SW SW section 2 and the SE4, N% SW section 3 of the subject lands 
are occupied in part by transmission line rights-of-way under license in either 
projects No. 282 or 1449, to which the Commission’s general determination of 
April 17, 1922 refers. The remainder of the lands lie adjacent to the river and are 
withdrawn in temporary power site reserve No. 77 created December 4, 1909, made 
permanent by Executive order of July 2, 1910, and are reserved pursuant to the 
filing on December 11, 1920, of an application for preliminary permit by the 
Idaho Power Co. for project No. 19, which application was rejected on March 
10, 1924. Lot 5, section 3, is also affected by the application for license filed Octo- 
ber 23, 1950, by the Idaho Power Co. for project No. 2061 superseding project No. 
457. 

Those parcels of land located in section 1 are located less than one mile up- 
stream from the company’s upper Salmon Falls dam (not licensed) and may 
possibly be inundated to some small degree by its operation. 

Lots 4 and 5, section 3, may to some insignificant degree be affected by flowage 
from the discharge of water from the upper Salmon Falls development, or 
inundated slightly by the backwater from the lower Salmon Falls development, 
project No. 2061. 

It does not appear that the lands will be used for additional power development 
in the future, other than for possible transmission line location, and use of the 
lands for other purposes, as hereinafter provided, concurrently with their use 
in connection with power development will not injure materially any remain- 
ing power values. 

Interested Federal officials have reported on the application and interested state 
officials have registered no protest to the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for pur- 
poses of power development by location entry or selection under the public land 
laws subject to the provisions of section 24 of the Federal Power Act, as amended ; 
provided, however, that the right of the United States, its permittees or licensees 
to use the land for power purposes shall be specifically reserved ; that no use shall 
be made by others which will in any way interfere or be inconsistent with the 
use of the land by the United States, its permittees or licensees for power pur- 
poses; that any structures, machinery, or improvements placed thereon which 
shall be found to interfere with power development shall be removed or relocated 
as may be necessary to eliminate interference with such development without ex- 
pense to the United States, its permittees or licensees; and that the United States, 
its permittees or licensees shall not be held liable for any damage to structures, 
machinery or improvements placed thereon resulting from construction, operation 
or maintenance of hydroelectric power facilities authorized by the United States. 

The above described land remains in the status of withdrawal insofar as the 
application for homesite entry is concerned, until the Bureau of Land Manage- 
ment, Department of the Interior, issues a formal order of restoration, and no 
preference right to the land is acquired by the filing of the application for restora- 
tion or by virtue of this action taken by the Commission. 


Adopted: July 1,1952. Issued: July 3, 1952. 
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Determination for highway materials site under section 24 of the Federal 
Power Act 


Lands Withdrawn in Power Site Classification No. 110 


Docket No. DA-329-Colorado—Colorado State Highway Department 


An application (Colorado 04418) was filed by the Colorado State Highway 
Department under the act of November 9, 1921 (42 Stat. 212, 216), requiring 
a determination under section 24 of the Federal Power Act with respect to the 
following-described land: New Mexico principal meridian, Colorado: T. 48 N., 
R17 W., sec. 32, SEY%4, SE% (40 acres) 


The subject land is located near the San Miguel River and is withdrawn in 
power site classification No. 110 approved June 24, 1925. 

The power value of the said land lies in its potential use as a conduit loca- 
tion in the event that a power development by the diversion method is under- 
taken. Such development appears to be remote. The proposed use of the land 
as a materials site for highway construction will not injure or destroy the power 
development of the land. 

Federal officials have reported on the application. 

The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by its use and occupancy as a materials site 
right-of-way for highway improvement purposes, subject to the provisions of 
section 24 of the Federal Power Act and subject to the stipulation that, if and 
when the land is required wholly or in part for purposes of power development, 
any structures, machinery, or improvements placed thereon which shall be found 
to interfere with such development shall be removed or relocated as may be 
necessary to eliminate interference with the power development without expense 
to the United States or its permittees or licensees. 

Adopted: July 1, 1952. Issued: July 3, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 116 


Docket No. DA-325—Colorado—Thomas F.. McBreen 


An application was filed by Thomas F. McBreen of Minturn, Colo. for restora- 
tion to entry requiring a determination under section 24 of the Federal Power 
Act with respect to the following described land: Sixth principal meridian, 
Colorado: T.45S., R. 84 W., sec. 24, lot 1 (17.94 acres). 

The subject land lies near Eagle River and is included in power site reserve 
No. 116 created July 2, 1910. 

The power value of the land lies in its possible future use in the event that 
Red Canyon Dam is constructed; but due to the location of the main line of 
the Denver and Rio Grande Western Railroad and the United States highways 
throughout the Eagle River basin, power development appears to be remote and 
use of the land in the meantime for other purposes will not injure or destroy 
the power value. 

Interested Federal officials have reported on the application and state officials 
have registered no objection to granting the application. 

The Commission determines: 
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The value of the lands above described will not be injured or destroyed for 
purposes of power development by entry under the public land laws, subject to 
the provisions of section 24 of the Federal Power Act, as amended, and subject 
to the stipulation that if and when the land is required in whole or in part 
for purposes of power development, any structures or improvements placed there- 
on which shall be found to interfere with such development shall be removed 
or relocated so as to eliminate interference without cost or expense to the United 
States, its permittees or licensees. 

The above described land remains in the status of withdrawal insofar as the 
application for homesite entry is concerned, until the Bureau of Land Manage- 
ment, Department of the Interior, issues a formal order of restoration, and no 
preference right to the land is acquired by the filing of the application for restora- 
tion, or by virtue of this action taken by the Commission. 

Adopted: July 1, 1952. 





Issued: July 3, 1952. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Reserve No. 116 





Docket No. DA-326-—Colorado—Timothy J. Sullivan, Jr. 



































An application was filed by Timothy J. Sullivan, Jr., of Minturn, Colo., for 
restoration to entry requiring a determination under section 24 of the Federal 
Power Act with respect to the following described land: Sixth principal meridian, 
Colorado: T. 4 8., R 83 W., sec. 19, lot 1 (40.44). 

The subject land lies near Eagle River and is included in power site reserve 
No. 116 created July 2, 1910. 

The power value of the land lies in its possible future use in the event that 
Red Canyon Dam is constructed; but due to the location of the main line of the 
Denver and Rio Grande Western Railroad and the United States highways 
throughout the Eagle River basin, power development appears to be remote and 
use of the land in the meantime for other purposes will not injure or destroy the 
power value. 

Interested Federal officials have reported on the application and State officials 
have registered no objection to granting the application. 

The Commission determines: 

The value of the lands above described will not be injured or destroyed for 
purposes of power development by entry under the public land laws, subject to 
the provisions of section 24 of the Federal Power Act, as amended, and subject 
to the stipulation that if and when the land is required in whole or in part 
for purposes of power development, any structures or improvements placed 
thereon which shall be found to interfere with such development shall be removed 
or relocated so as to eliminate interference without cost or expense to the United 
States, its permittees or licensees. 

The above-described land remains in the status of withdrawal insofar as the 
application for homesite entry is concerned, until the Bureau of Land Manage- 
ment, Department of the Interior, issues a formal order of restoration, and no 
preference right to the land is acquired by the filing of the application for restora- 
tion, or by virtue of this action taken by the Commission. 


Adopted: July 1, 1952. Issued: July 3, 1982. 
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Order authorizing and approving disposition and merger or consolidation of 
facilities 


Kansas City Power & Light Co. and Eastern Kansas Utilities, Inc. 
Docket No. E-6428 


On May 16, 1952, Kansas City Power & Light Co. (Kansas City), a corpora- 
tion organized and existing under the laws of the State of Missouri, having 
its principal business office at Kansas City, Mo., and Eastern Kansas Utilities, 
Ine. (Eastern Kansas), a corporation organized and existing under the laws 
of the State of Kansas, having its principal business office at Fort Scott, Kans., 
filed a joint application and amendment thereto July 2, 1952, for an order 
pursuant to section 203 of the Federal Power Act (act) authorizing Eastern 
Kansas to dispose of certain of its facilities, assets and property and authorizing 
Kansas City to acquire the same and to merge or consolidate its facilities with 
those to be acquired from Eastern Kansas. 

By order entered December 11, 1951, in docket No. E-6356, 10 F. P. C. 1595, 
the Commission authorized Kansas City to acquire not in excess of 126,933 
shares of the no par value common stock of Eastern Kansas as the initial step 
in the program to liquidate Eastern Kansas and effect a disposition of its property 
and facilities in part to Kansas City and the balance thereof to Kansas Gas and 
Electric Co. (Kansas Gas) pursuant to an agreement between Kansas City 
and Kansas Gas. The orginal plan contemplated that upon acquisition by 
Kansas City of 6624 percent of the outstanding stock of Eastern Kansas there 
was to be 2 merger wherein the corporate existence of Eastern Kansas would 
be terminated and Kansas City would emerge as the surviving corporation and 
would dispose of certain specified facilities acquired from Eastern Kansas 
to Kansas Gas. Under the pending application the disposition of the property 
and the facilities of Eastern Kansas is to be effected directly by it. The por- 
tions of its property and facilities to be acquired by Kansas Gas and Kansas City 
as specified in the agreement between the parties named is not to be modified 
in the program whereby Eastern Kansas will act directly as the vendor thereof 

The property and facilities of Eastern Kansas to be acquired by Kansas City 
consist of those in the northeast portion of Eastern Kansas’ system and involve 
a portion of such facilities as are located in Anderson, Bourbon and Linn Coun- 
ties and all of those in Miami County in Kansas. Eastern Kansas is to assign 
its leasehold of properties and facilities in Vernon and Bates Counties, Mo., 
leased from Missouri Utilities Co., to Kansas City. 

The facilities of Eastern Kansas to be acquired by Kansas City are contiguous 
to those of the latter and it is represented that upon the consolidation of such 
facilities there will be better and more dependable service to the public in the 
area formerly served by Eastern Kansas. 

Eastern Kansas purchases substantially its entire energy requirements from 
Kansas City. 

The rates of Eastern Kansas are higher than those of Kansas City and upon 
consummation of the merger of the properties Kansas City proposes to make 
its schedule of rates applicable to the customers formerly served by Eastern 
Kansas with the resultant reduction in cost of service thereto. 

Pursuant to the plan of liquidation of Eastern Kansas Utilities, Inc., Kansas 
City is to acquire by way of a liquidating dividend all property, assets and facili- 
ties of Eastern Kansas remaining after the sale of specified property and facili- 
ties to Kansas Gas (see docket No. E-6429). Kansas City is to assume the opera- 
tion of the facilities so acquired by it and is to assume all outstanding liabilities 
of Eastern Kansas. 
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As of March 31, 1952, Kansas City had acquired 96,560 shares of Eastern 
Kansas’ stock, at a cost of $1,702,331.40 which is $53,545.94 in excess of net 
assets of Eastern Kansas. Kansas City proposes to charge such excess of cost 
over net assets received to its earned surplus. 

It is proposed that Eastern Kansas purchase the balance of its outstanding 
shares (30,373) at the book value thereof and retire the same prior to the 
contemplated merger referred to above. 

By order entered December 11, 1951, and by further order entered May 23, 
1952, extending and enlarging the exemption heretofore granted Kansas City, 
the Securities and Exchange Commission exempted Kansas City as a holding 
company and Eastern Kansas as a subsidiary of a holding company from the 
provisions of the Public Utility Holding Company Act of 1935 with respect to 
the transaction referred to above until September 9, 1952, with the right to apply 
for further extension of such exemption in the event the contemplated transac- 
tion is not consummated by that time. 

Written notice of the instant application has been given to the State Commerce 
Commission of Iowa, the State Corporation Commission of Kansas and the 
Public Service Commission of Missouri and to the Governor of each of those 
States. Notice of the application was also published in the Federal Register 
May 24, 1952 (17 F. R. 4774) stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before June 9, 1952. No protest or petition or request to be heard 
in opposition to the granting of such application has been received. 

The Commission finds: 

(1) Kansas City, a corporation, and Eastern Kansas, a corporation, are 
public utilities within the meaning of section 203 of the act, subject to the 
jurisdiction of the Commission, as heretofore described and set forth in the 
Commission’s order entered December 11, 1951, In the Matter of Kansas City 
Power & Light Company, docket No. E-6356, 10 F. P. C. 1595. 

(2) By the proposed transaction Kansas City and Eastern Kansas will merge 
or consolidate their facilities subject to the jurisdiction of the Commission with 
the facilities of another person within the meaning and subject to the require- 
ments of section 203 of the act. 

(3) The proposed merger or consolidation of facilities will be consistent with 
the public interest. 

(4) The foregoing transaction discloses an excess of investment by Kansas City 
in the common stock of Eastern Kansas over the recorded cost of the net assets 
to be transferred to Kansas City in the amount of $53,545.94. 

(5) The foregoing described transaction having been exempted from the re- 
quirements of the Public Utility Holding Company Act of 1935, is not exempt from 
the requirements of section 208 of the act by virtue of section 318 thereof. 

The Commission orders: 

(A) The proposed transaction whereby the facilities of Kansas City and East- 
ern Kansas hereinbefore referred to will be merged or consolidated be and the 
same hereby is authorized and approved upon the terms and conditions set forth 
in the application, subject to the provisions of this order. 

(B) Kansas City shall, upon consummation of the transaction, charge to its ac- 
count 271, Earned surplus, the amount of $53,545.94, hereinbefore referred to as 
the excess of its investment in stock of Eastern Kansas over the recorded cost of 
assets to be received. 

(C) This authorization and approval shall expire unless the transactions here- 
by authorized and approved are consummated on or before September 1, 1952. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect te rates service, ac- 
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counts, valuation, estimates or determinations of cost, or any matter whatso- 
ever which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 


Adopted: July 3, 1952. Issued: July 7, 1952. 


Order authorizing and approving disposition and merger or consolidation 
of facilities 


Kansas Gas & Electric Co. and Eastern Kansas Utilities, Inc. 
Docket No. E-6429 


On May 16, 1952, Kansas Gas and Electric Co. (Kansas Gas), a corporation or- 
ganized and existing under the laws of the State of West Virginia, having its prin- 
cipal business office at Wichita, Kans., and Eastern Kansas Utilities, Inc. (Eastern 
Kansas), a corporation organized and existing under the laws of the State of 
Kansas, having its principal business office at Fort Scott, Kans., filed a joint ap- 
plication and amendments thereto on May 23 and July 2, 1952, for an order 
pursuant to section 203 of the Federal Power Act authorizing Eastern Kansas to 
dispose of certain of its property and facilities and authorizing Kansas Gas to 
acquire the same and to merge or consolidate its facilities with those to be ac- 
quired from Eastern Kansas. 

By order entered December 11, 1951, in docket No. E-6356, 10 F. P. C. 1595, the 
Commission authorized Kansas City Power & Light Co. (Kansas City) to ac- 
quire not in excess of 126,933 shares of the no par value common stock of Eastern 
Kansas as the initial step in the program to liquidate Eastern Kansas and effect 
a disposition of its property and facilities in part to Kansas Gas and the balance 
thereof to Kansas City pursuant to an agreement between Kansas City and 
Kansas Gas. The original plan contemplated that upon acquisition by Kansas 
City of 6624 percent of the outstanding stock of Eastern Kansas there was to be 
a merger wherein the corporate existence of Eastern Kansas would be termi- 
nated and Kansas City would emerge as the surviving corporation and would dis- 
pose of certain specified facilities acquired from Eastern Kansas to Kansas Gas. 
Under the pending application the disposition of the property and facilities of 
eastern Kansas is to be effected directly by it. The portions of its property and 
facilities to be acquired by Kansas Gas and Kansas City as specified in the agree- 
ment between the parties named is not to be modified in the program whereby 
Eastern Kansas will act directly as the vendor thereof. 

The property and facilities of Eastern Kansas to be acquired by Kansas Gas 
consist of those in the southern and western portions of Eastern Kansas’ system 
and involve a portion of such facilities as are located in Anderson, Bourbon and 
Linn Counties and all of such facilities in Allen, Coffey, Neosho and Woodson 
Counties, Kans. The facilities of Eastern Kansas to be acquired by Kansas Gas 
are contiguous to those of the latter and that, upon the consolidation of such facil- 
ities and completion of the additional facilities contemplated by Kansas Gas’ 
construction program, Kansas Gas will supply all of the energy requirements of 
the area formerly served by Eastern Kansas and acquired by Kansas Gas. It is 
represented that upon consummation of the proposed plan of consolidation and 
the construction of additional facilities to serve the area the service to the public 
will be better and more dependable therein. 

The consideration for the transfer of the property and facilities to Kansas 
Gas is the original cost of the facilities to be so transferred less the depreciation 
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accrued in respect thereof, both as of the closing date, less two-thirds of the 
original cost less depreciation of the production plant account and heating 
plant account of Eastern Kansas as of the closing date. The purchase price, as 
above described, as of March 31, 1952, was the sum of $2,754,803.49. 

In the consummation of the transaction involving the acquisition of certain 
facilities by Kansas Gas there will result an electric plant acquisition adjust- 
ment in the credit amount of $200,231.60 to be reeorded in account 100.5 which 
Kansas Gas has indicated by its letter of May 20, 1952, it proposes to dispose 
by transfer of $199,382.01 to account 250, Reserve for depreciation of electric 
plant and the remainder of $849.59 by transfer thereof to account 253, Reserve 
for depreciation of heat plant. 

The rates of Eastern Kansas are higher than those of Kansas Gas and as soon 
as practicable after the consummation of the merger of the properties Kansas 
Gas proposes to make its schedule of rates applicable to the customers formerly 
served by Eastern Kansas with resultant reduction in cost of service thereto. 

By order entered December 11, 1951, and by further order entered May 23, 
1952, extending and enlarging the exemption heretofore granted Kansas City 
the Securities and Exchange Commission exempted Kansas City as a holding 
company and Eastern Kansas as a subsidiary of a holding company from the 
provisions of the Public Utility Holding Company Act of 1935 with respect to 
the transaction referred to above until September 9, 1952, with the right to apply 
for further extension of such exemption in the event the contemplated trans- 
action is not consummated by that time. 

Written notice of the instant application has been given to the State Corpora- 
tion Commission of Kansas, the Public Service Commission of Missouri, and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register May 24, 1952 (17 F. R. 4774) stating that any person de- 
siring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before June 9, 1952. No protest or petition 
or request to be heard in opposition to the granting of such application has been 
received. 

The Commission finds: 

(1) Kansas Gas, a corporation, is a publie utility within the meaning of sec- 
tion 203 of the act, subject to the jurisdiction of the Commission, as heretofore 
described and set forth in the Commission's order entered November 29, 1949, 
In the Matter of Kansas Gas and Electric Company, docket No. E-6243, 8 F. P. C. 
1318. 

(2) Eastern Kansas, a corporation, is a public utility within the meaning of 
section 203 of the act, subject to the jurisdiction of the Commission, as hereto- 
fore described and set forth in the Commission’s order entered December 11, 
1951, In the Matter of Kansas City Power & Light Company, docket No. E-6356, 
10 F. P. C. 1595. 

(3) By the proposed transaction Kansas Gas and Eastern Kansas will merge 
or consolidate their facilities subject to the jurisdiction of the Commission with 
the facilities of another person within the meaning and subject to the require- 
ments of section 203 of the act. 

(4) The proposed merger or consolidation of facilities will be consistent with 
the public interest. 

(5) The proposed transaction will result in an electric plant acquisition ad- 
justment in the credit amount of $200,231.60 which is to be disposed of as herein- 
after ordered. 

(6) The disposition of its facilities by Eastern Kansas having been exempted 
from the requirements of the Public Utility Holding Company Act of 1935, is 
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not exempt from the requirements of section 203 of the act by virtue of section 
318 thereof. 

The Commission orders: 

(A) The proposed transaction whereby the facilities of Kansas Gas and 
Eastern Kansas hereinbefore referred to will be merged or consolidated be and 
the same hereby is authorized and approved upon the terms and conditions set 
forth in the application, subject to the provisions of this order. 

(B) Kansas Gas shall, upon consummation of the transaction, dispose of the 
credit amount of $200,231.60 classifiable in account 100.5, Electric plant acquisi 
tion adjustments, by transfer of the sum of $199,382.01 to account 250, Reserve 
for depreciation of electric plant, and the remainder of $849.59 by transfer 
thereof to account 253, Reserve for depreciation of heat plant. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated on or before September 1, 
1952. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of cost, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 


Adopted: July 83,1952. Issued: July 7, 1952. 





Findings and order issuing certificate of public convenience and necessity 
Pacific Gas & Electric Co. 
Docket No. G—1892 


On February 11, 1952, Pacific Gas and Electric Co. (applicant), a California 
corporation having its principal place of business in San Francisco, Calif., filed 
an application and on April 28, 1952 a supplemental application for a certificate 
of public convenience and necessity authorizing the construction and operation of 
approximately 20 miles of 16-inch pipeline between Burrel, Calif., and a point near 
Easton, Calif.; approximately 15 miles of 20-inch pipeline looping applicant’s 
existing 10-inch pipeline between Helm, Calif., and applicant’s Topock to Milpi- 
tas pipeline; and approximately 15.5 miles of 12%-inch pipeline looping appli- 
cant’s 8-inch Madera-Livingston pipeline from its junction with applicant’s Gill 
Ranch pipeline to a point approximately 5.5 miles north of Madera, Calif. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 2, 1952 respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The facilities herein involved are located in applicant’s Fresno-Merced area 
which consists of a number of California towns in Fresno, Madera, and Merced 
Counties, interconnected by a gas transmission system. Said gas transmission 
system is part of the facilities to transport interstate gas authorized by tempo- 
rary certificate issued December 4, 1951 in docket No. G—1793. The facilities 
yroposed in the instant docket will become an integral part of the transmission 
system interconnecting the towns in the Fresno-Merced area, and therefore it 
is necessary that such facilities be subject to the Commission’s ultimate deter- 
mination in docket No. G-1793. Authorization herein granted will permit the 
construction and operation of the proposed facilities, but will place them in the 
same status as the presently existing system in the Fresno-Merced area. 
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The peak day send-out in the Fresno-Merced area has increased from 40,124 
M. c. f. in the 1947-48 winter to 61,890 M. c. f. in the 1951-52 winter. It is now 
estimated that the 1956-57 peak day deliveries will be 103,540 M. c. f. The pro- 
posed facilities will permit the taking of additional volumes of interstate gas into 
the transmission system interconnecting the Fresno-Merced area and will facili- 
tate the delivery of such gas throughout the system. 

Estimated cost of the project is $1,979,000 and financing is to be from funds in 
applicant’s treasury. 

The Commission finds: 

(1) Pacific Gas and Electric Co., a California corporation, having its principal 
place of business in San Francisco, Calif. owns and operates, among other facili- 
ties, a natural-gas transmission pipeline system located in the State of California 
through which it transports natural gas which originates in Texas, New Mexico, 
and Colorado, and is transported through Arizona, and by such operations is 
presently engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of July 14, 1950 in docket No. G—1195, 9 F. P. C. 940. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(3) Subject to the provisions of the Commission’s ultimate determination in 
docket No. G—1793, the facilities hereinbefore described are proposed to be used 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of Applicant’s existing pipeline sys- 
tem, and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the ex- 
ercise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32(b) (18 CFR 
1.32(b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued shall 
be subject to the following conditions: 

(i) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, together 
with the date of commencement of operations. 

(ii) The certificate is not transferable and shall be effective only so long as 
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applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(iii) The certificate is subject to the provisions of the Commission’s ultimate 
determination of the application in docket No. G-1793, and nothing herein con- 
tained shall be considered to prejudice any Commission action in that docket. 

Adopted: July 8, 1952. Issued: July 9, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Arkansas-Missouri Power Co. 
Docket No. G—1900 


On February 29, 1952, Arkansas-Missouri Power Co. (applicant) filed an appli- 
cation, Which was supplemented on June 2, 1952, for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of certain natural gas transmission pipeline 
facilities hereinafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 2, 1952, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the application has been received. 

The record shows that applicant proposes to construct and operate natural-gas 
transmission lines and related facilities extending from two separate points of 
connection with a 10%4-inch lateral pipeline owned by Texas Eastern Transmis- 
sion Corp. (Texas Eastern), and consisting of approximately 140 miles of pipe 
ranging from 10%%-inch to 2*%%-inch in size. Said lines are to extend from said 
points of connection with the facilities of Texas Eastern to the communities of 
Holland, Campbell, Hayti, Caruthersville, and Steele, in Missouri, and to 
Blytheville, Luxora, Osceola, Wilson-Evadale, Dell, Manila, Piggott, Rector, 
Leachville, Greenway, St. Francis, and Monette, in Arkansas. Applicant pro- 
poses to install and operate distribution facilities in each of said towns and to 
serve said communities with natural gas at retail. The gas supply for the 
proposed service was authorized by the Commission in docket No. G-1012 in which 
proceeding Texas Eastern was authorized to deliver and sell up to 6,308 M. c. f. 
per day of natural gas at 15.025 lbs. pressure base to applicant to meet its 
estimated fifth year maximum daily requirements. 

The record further shows that applicant is presently engaged in the genera- 
tion and sale of electric energy for distribution in communities in Arkansas and 
in Missouri, and for sale to Texas Eastern for the operation of the latter’s com- 
pressor stations 7 and 8. The points of connection of applicant’s proposed facili- 
ties with those of Texas Eastern will be on a 10-inch lateral pipeline between 
applicant’s Jim Hill steam electric generating plant and Texas Eastern’s 
compressor station &. 

Applicant proposes to deliver a maximum of approximately 4,323 M. c. f. per 
day to its customers in the 18 aforementioned communities in the first year of 
operation and a maximum of approximately 6,360 M. ¢c. f.\ per day to such cus- 
tomers in the fifth year of operation as follows: 


16,360 M. c. f. at applicant’s sales pressure base of 14.9 Ibs. is equivalent to 6,308 M. c. f. 
at Texas Eastern’s sales pressure base of 15.025 lbs. 
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Applicant’s facilities are designed to transport approximately 13,500 M. ec. f. 
per day of natural gas at expected operating pressures. No compression is pro- 
posed to be installed on said facilities by applicant. 

The estimated total overall capital cost of the proposed facilities is approxi- 
mately $4,000,000. Applicant proposes to finance the construction of said facili- 
ties with first mortgage bonds in the proportion of 60 percent, preferred stock 
in the proportion of 15 percent and common stock in the proportion of 25 percent. 

The Commission finds: 

(1) Applicant, an Arkasas corporation, having its principal place of business 
at Blytheville, Ark., upon the completion of construction and placing in opera- 
tion of the facilities hereinbefore described will own and operate a natural-gas 
transmission pipeline system located in the States of Arkansas and Missouri, 
and by such operations will be engaged in the transportion of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and will be, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been satis 
fied, sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is issued 
authorizing applicant to construct and operate the facilities hereinbefore de- 
scribed, all as more fully described in the application, as supplemented, in this 
proceeding and the exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 
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(B) Applicant shall report to the Commission, in writing and under oath, the 
completion date of the construction of facilities hereinbefore described, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as ap- 
plicant continues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: July 8, 1952. 











Issucd: July 9, 1952. 


Order suspending proposed rate schedule, postponing hearing, consolidating 
proceedings for hearing, and specifying date of hearing and procedure for con- 
solidated proceedings 


Michigan-Wisconsin Pipe Line Co. 


Docket Nos. G—1678, G—1996 


On June 11, 1952, Michigan-Wisconsin Pipe Line Co. (Michigan-Wisconsin) 
filed its second revised sheet No. 5 to its F. P. C. Gas Tariff, comprising its Rate 
Schedule G-—1, providing for an increase in the rate of 3114 cents per M. ec. f. 
of natural gas presently in effect under bond to 35 cents per M. ec. f. effective 
July 12, 1952. The proposed additional increase would result in increased pay- 
ments by Michigan-Wisconsin’s resale customers amounting to approximately 
$3,871,000 annually, or 11.1 percent based on estimated sales for the twelve- 
month period ending July 31, 1953. 

The present rate of 3114 cents per M. ec. f., contained in Michigan-Wisconsin’s 
first revised sheet No. 5, which the filing of June 11, 1952, would supersede, was 
suspended by order issued April 25, 1951, in docket No. G—-1678, 10 F. P. C. 916, 
but became effective under bond on October 1, 1951, when the proceedings in that 
docket were not completed at the end of the maximum suspension period of 
5h months. The rate of 3114 cents per M. c. f. superseded a rate of 28 cents per 
M. ec. f. and represented an increase of approximately $3,771,775, annually, or 
12% percent. 

From the cost data submitted by Michigan-Wisconsin in purported justifica- 
tion of the further increase of the rate from 31% cents per M. c. f. to 35 cents 
per M. ec. f. it appears that the proposed increase is based upon a working capital 
allowance which, among other things, ignores the availability of tax accruals 
for working capital purposes; upon a 6% percent rate of return for which no 
support or explanation has been submitted although the rates presently in effect 
under bond are based, in part, on a 6 percent rate of return; upon anticipated 
increased purchase gas costs reflecting the proposed increased rate; and upon 
contemplated wage increases which have not been granted. 

In view of the foregoing, and because of other items of a questionable nature 
appearing in the data submitted by Michigan-Wisconsin, it does not appear that 
the proposed increase in rates has been supported as required by section 4 (e) 
of the Natural Gas Act, and such increase may be unjust, unreasonable, unduly 
discriminatory or preferential or otherwise unlawful, and may place an undue 
burden upon ultimate consumers of natural gas. 

As required by section 154.16 of the Commission’s regulations under the Natural 
Gas Act, a copy of said second revised sheet No. 5 to Michigan-Wisconsin’s 
F. P. C. gas tariff was sent to each customer which would be affected thereby, 
and also to various state, county, and municipal authorities. 

The Public Service Commissions of Michigan and Wisconsin, and the cities 
of Milwaukee, Wisconsin, and Detroit, Mich., filed objections to the proposed 
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second increased rate, and have requested that such second revised sheet No. 5 
be suspended and a hearing held with respect to the reasonableness of the in- 
creased rate therein proposed. 

Comments were also received from the Wisconsin Power and Light Co., Wis- 
consin-Michigan Power Co., Wisconsin Natural Gas Co., Wisconsin Public Servy- 
ice Corp., Keokuk Gas Service Co., Wisconsin Fuel and Light Co., Madison Gas 
and Electric Co., Michigan Gas Utilities Co., Milwaukee Gas Light Co., Fort 
Madison Gas Co., Michigan Gas & Electric Co., Iowa Southern Utilities Co., and 
lowa Electric Co., each of which is a customer of Michigan-Wisconsin. Most of 
these customer companies oppose the proposed increased rate and request sus- 
pension of said second revised sheet No. 5. 

Hearings have been held, but have not been completed, in docket No. G—1678, 
10 F. P. C. 916, respecting the 3114 cents per M. ¢. f. rate which is presently in 
effect under bond. At such hearings, after Michigan-Wisconsin presented its 
justification, the hearings were recessed subject to further order of the Commis- 


sion. By order issued June 11, 1952, the hearings are to resume on July 21, 


1952. It appears that the proposed increase filed June 11, 1952 and the rate 
which is the subject of the hearings in docket No. G—1678 should be consolidated 
for hearing and the hearings in docket No. G-1678 postponed to a date when 
the consolidated proceedings may go forward. 

The Commission finds: 

(1) It is necessary and proper in the public interest and to aid in the en- 
forcement of the provisions of the Natural Gas Act that the Commission enter 
upon a hearing, pursuant to the authority contained in section 4 (e) of such 
act, concerning the lawfulness of Michigan-Wisconsin’s F. P. C. gas tariff, sec- 
ond revised sheet No. 5, and that said second revised sheet No. 5 and the rate 
schedule therein contained be suspended as hereinafter provided and the use 
thereof be deferred pending hearing and decision thereon. 

(2) Good cause exists for consolidating the proceedings in docket Nos. G—1678 
and G-—1996 for the purpose of hearing, and for postponement of the hearings in 
docket No. G-1678 as hereinafter ordered. 

(3) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and it is in the public interest, that the procedure hereinafter prescribed 
shall be followed at the consolidated proceedings. 

The Commission orders: 

(A) The proceedings in docket Nos. G-1678 and G-1996 be and the same are 
hereby consolidated for the purpose of hearing. 

(B) The hearings in docket No. G—1678 be and the same are hereby postponed 
to September 16, 1952, on which date a public hearing be held at 10 a. m. 
(e. d. s. t.) in the hearing room of the Federal Power Commission, 1800 Pennsyl- 
vania Avenue NW., Washington, D. C. in the consolidated proceedings concern- 
ing the lawfulness of the rates, charges, and classifications contained in the first 
and second revised sheets No. 5 to Michigan-Wisconsin Pipe Line Company's 
F. P. C. gas tariff. 

(C) Pending such hearing and decision on second revised sheet No. 5 to Michi- 
gan-Wisconsin Pipe Line Company's F. P. C. gas tariff, said second revised sheet 
No. 5 be and the same is hereby suspended and the use thereof deferred until 
December 12, 1952, and until such further time as said second revised sheet No. 
5 may be made effective in the manner prescribed by the Natural Gas Act. 

(D) At the hearings on September 16, 1952, Michigan-Wisconsin shall present 
its justification, in accordance with the provisions of section 4 (e) in support 
of the rate hereby suspended in docket No. G-1996. After Michigan-Wisconsin 
has completed this presentation, other parties, including Commission staff coun- 
sel, shall proceed with and conclude their cross-examination in docket Nos. G-1678 
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and G—1996; provided, however, that in the event a request is made for a recess 
to permit preparation for cross-examination in the latter docket, the hearing 
shall be recessed by the presiding examiner for no more than two weeks for that 
purpose. 

(E) Interested State commissions may participate in docket No. G—1996, as 
provided by sections 1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commis- 
sion’s rules of practice and procedure. 

Adopted: July 10,1952. Issued: July 10, 19852. 


Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—1872 


On January 9, 1952, Colorado Interstate Gas Co. (applicant), a Delaware cor- 
poration having its principal place of business at Colorado Springs, Colo., filed 
an application, as supplemented February 15 and April 7, 1952, and as amended 
May 6, 1952, for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing construction and operation of ap- 
proximately 8 miles of pipeline to enable it to take gas from the Keyes and 
South Keyes fields in Cimarron County, Okla. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 8, 1952, concerning the matters involved and the issues presented by such 
application, as supplemented and amended. No protest to the application has 
been received. 

Applicant proposes to construct and operate the following natural-gas facili- 
ties: 

(1) 4.4 miles of 10%4-inch pipeline to connect its existing “Panhandle-Kit Car- 
son line” with gathering facilities to be constructed by applicant in the Keyes 
field ; 

(2) 3.6 miles of 4%4-inch pipeline to connect its existing “Panhandle-Kit Car- 
son line” with gathering facilities to be constructed by applicant in the South 
Keyes field. 

Temporary authorization for the South Keyes field connection was granted on 
April 10, 1952. 

Applicant states that the cost of the proposed facilities is approximately $112,- 
851, and that the cost of construction of the gathering facilities to be constructed 
by applicant is approximately $112,780. Total estimated cost of all facilities is 
$225,631, to be drawn from cash on hand. 

Applicant has entered into contracts with Bay Petroleum Corp. to purchase 
gas in the South Keyes field and with Colorado Oil and Gas Corp. to purchase 
gas in the Keyes field. It has submitted estimates to show that it expects to 
take annual volumes from the South Keyes field in amounts up to 500,000 M. ec. f. 
and from the Keyes field in amounts up to 5,840,000 M. ec. f. Applicant expects 
to purchase up to 1,500 M. ¢c. f. per day from the South Keyes field and up to 
25,000 M. ec. f. per day from the Keyes field after 1953. During 1952 and 1953, 
purchases from the Keyes field are estimated at about 4,500 M. ec. f. per day. 
Applicant needs this additional supply to help it meet the demands of its 
existing customers. 

It appears from the application that there are sufficient gas reserves avail- 
able to applicant in the two fields to permit applicant to effect full recovery 
of its proposed investment within a reasonable period of time. Cost of such 
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gas to applicant at its main line is estimated at approximately $0.07 
from the Keyes field and $0.075 from the South Keyes field. 
The Commission finds: 


2 per M. c. f. 


(1) Applicant, a Delaware corporation, having its principal place of business 
at Colorado Springs, Colo., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Kansas, Texas, New 
Mexico, Oklahoma, and Colorado and by such operations is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of June 5, 1945, in 
docket No. G—294, 4 F. P. C. 936. 

(2) The facilities to be constructed and for which applicant requests a 
certificate of public convenience and necessity, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of rule 1.32 (b) (18 CFR 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application hereinbefore 
mentioned, and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
completion date or dates of the construction of the facilities hereinbefore 
described, together with the date or dates of commencement of operations. 

(C) The certificate herein issued applicant is not transferable, and shall be 
effective only so long as applicant continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 


Adopted: July 11,1952. Issued: July 11, 1952. 


Order determining jurisdiction 
Citizens Gas Co. 
Docket No. G—1868 


On September 10, 1951, the Commission issued a certificate of public con 
venience and necessity to the Texas Illinois Natural Gas Pipeline Co. (Texas 
Illinois) in docket No. G—-1669, 10 F. P. C. 1356, authorizing Texas Illinois to 





1124 FEDERAL POWER COMMISSION 


sell and deliver natural gas to Citizens Gas Co. (Citizens) for distribution and 
sale in the communities of Bement and Lovington, Ill.; and to construct and 
operate certain natural-gas facilities necessary to accomplish such sale and 
delivery. 

The order of September 10, 1951, issuing the aforementioned certificate to 
Texas Illinois, contained the following condition : 

(B) * * * this authorization is conditioned, as to each sale to a company, 
upon such company obtaining a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, or establishing that such 
certificate is not required. 

Pursuant thereto, on December 29, 1951, Citizens, an Illinois corporation hay 
ing its principal place of business at Tuscola, Hl., filed an application for an 
order disclaiming jurisdiction. 

On January 11, 1952, the Illinois Commerce Commission filed a notice of inter 
vention under section 1.8 (a) (1) of the rules of practice and procedure of the 
Federal Power Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 19, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

During the hearing on this proceeding, counsel for Citizens and counsel for 
the staff jointly moved, pursuant to section 1.30 (c) of the Commission’s rules 
of practice and procedure, that the intermediate decision procedure and presen- 
tation of oral argument before the Commission be waived. 

The presiding examiner set June 10, 1952, as the date on or before which 
briefs were to be filed with the Commission. June 20, 1952, was set as the date 
on or before which reply briefs, if any, were to be filed. Briefs have been filed 
by Citizens and by the staff of the Commission. On May 19, 1952, the Illinois 


Commerce Commission, although not participating in the hearing on this pro- 
ceeding, filed a “statement.” Said statement has been considered as a brief. 


The evidence in this proceeding shows that Texas Illinois proposes to con- 
struct and operate a “‘town-border station” on its main natural-gas pipeline 
approximately 13,200 feet west of the corporate limits of the town of Bement, 
Ill., for the purpose of making sale and delivery of natural gas to Citizens for 
distribution in and about Bement. At said town-border station, Texas Illinois 
will reduce the pressure of such natural gas to about 100 pounds (pounds per 
square inch gage), meter it, and deliver it to Citizens. Citizens proposes, at that 
point, to odorize and further reduce the pressure of such natural gas to 20 or 25 
pounds (pounds per square inch gage) and to transport such natural gas, by means 
of a proposed 4-inch pipe line, and 2- and 3-inch lateral lines to and throughout 
Bement for the purpose of sale and delivery to individual consumers, Citizens 
proposes to make no sales of natural gas for resale. Citizens proposes to further 
reduce the pressure of such natural gas to four ounces (pounds per square inch 
gage) at a combination meter-regulator to be installed for each consumer. 

The evidence further shows that from the 13,200 feet of 4-inch pipeline which 
will extend from the town-border station to the corporate limits of Bement, Citi- 
zens proposes to render natural-gas service to at least six consumers. Evidence 
was adduced to show that these consumers and other potential consumers, in 
the area traversed by Citizens’ proposed 4-inch pipeline outside the corporate 
limits of Bement are served by the same telephone and lighting system, and have 
other common interests, with those consumers Citizens proposes to serve within 
the corporate limits of Bement. 

The evidence shows that Texas Illinois proposes to construct and operate a 
“town-border station” on its main natural-gas pipeline approximately 1,000 feet 
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west of the corporate limits of the town of Lovington, Ill., for the purpose of 
making sale and delivery of natural gas to Citizens for distribution in and 
about Lovington. At said town-border station, Texas Illinois and Citizens pro- 
pose the same operational stages as heretofore described for the Bement town- 
border station. Citizens proposes to transport such natural gas, by means of 
proposed 4-, 3-, and 2-inch pipeline to and throughout Lovington for the purpose 
of sale and delivery to individual consumers. Citizens proposes to make no 
sales of natural gas for resale. Citizens proposes to further reduce the pressure 
of such natural gas to four ounces (pounds per square inch gage) at a combina- 
tion meter-regulator to be installed for each consumer. 

The evidence further shows that from the 1,000 feet of 4-inch pipeline which 
will extend from the town-border station to the corporate limits of Lovington, 
Citizens proposes to render natural-gas service to at least one consumer. The 
evidence shows that this potential consumer, and other such consumers, residing 
in the area traversed by Citizens’ proposed 4-inch pipeline outside the corporate 
limits of Lovington are served by the same lighting, water, telephone, and 
postal system, and have other common interests, with such consumers residing 
within the corporate limits of Lovington. 

The Commission finds: 


(1) Counsel for Citizens and counsel for the staff, being the only counsel repre- 


senting parties in the hearing on this proceeding, having made a joint motion to 
omit the intermediate decision procedure and to waive oral argument before the 
Commission, and all the requirements of the provisions of section 1.30 (d) (5) 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 

(2) The natural-gas facilities which Citizens proposes to construct and operate 
for the purpose of rendering natural-gas service in and about the town of Bement, 
Ill., will be so constructed and operated as to be wholly within the confines of a 
“local community.” 

(3) The natural-gas facilities which Citizens proposes to construct and operate 
for the purpose of rendering natural-gas service in and about the town of Loving- 
ton, Ill, will be so constructed and operated as to be wholly within the confines of 
a “local community.” 

The Commission orders: 

Citizens has fulfilled the condition set forth in the order of September 10, 1951, 
aforementioned, by establishing that the facilities it proposes to construct and 
operate in and about Bement and Lovington, Ill., are to be used solely in the local 
distribution of natural gas, within the meaning of section 1 (b) of the Natural 
Gas Act, and that a certificate of public convenience and necessity therefor is not 
required. 


Adopted: July 15, 1952. Issued: July 15, 1952. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—-1913 


On March 10, 1952, El Paso Natural Gas Co. (applicant), a Delaware corpora- 
tion having its principal place of business at El Paso, Tex., filed an application, 
and on April 15, 1952, a supplement to that application, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of a positive meter station near the town of 
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Animas, N. Mex., on applicant’s existing 12-inch pipe line which extends from El 
Paso, Tex., to Douglas, Ariz. 

Pursuant to due notice a public hearing was held in Washintgon, D. C., on July 
10, 1952, respecting the matters involved and the issues presented by the applica- 
tion. No protest to the application has been received. 

The facilities herein involved will enable applicant to deliver natural gas to 
Ray Edington for resale in and about the community of Animas, N. Mex., which 
community is not now served by natural gas. The estimated annual requirements 
for the fifth year of operation are 65,000 M. c. f., and the peak day estimates for 
that year are 483 M.c. f. All customers will be either domestic or farm con- 
sumers. Rates to be charged by applicant will be those set forth in its rate sched- 
ules “A-—2” and “B-1” on file with the Commission. 

Estimated cost of the project is $2,100 and financing is to be out of applicant’s 
current working funds. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural gas 
in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and therefore is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its January 11, 1944, order in docket No. G—288, 4 F. P. C. 986. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exercise 
of the rights granted under the certificate issued the terms and conditions herein- 
after ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued shall 
be subject to the following conditions: 

(1) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, together 
with the date of commencement of operations. 
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(2) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(3) Applicant shall make the proposed sale and render the proposed service 
initially under applicant’s presently effective rate schedules “A-2” and “B-1” on 
file with this Commission. 

Adopted: July 15,1952. Issued: July 15, 1952. 


Order denying application for determination under section 24 of the Federal 
Power Act 


Lands Withdrawn in Power Site Classification No. 255 and First Form 
Reclamation Withdrawal 


Docket No. DA-421-Idaho—James B. Taylor 


An application was filed by James B. Taylor of Boise, Idaho, for restoration 
to entry for placer mining, requiring a determination under section 24 of the 
Federal Power Act with respect to the following described lands: Boise meridian, 
Idaho: T. 5 N., R. 8 E., sec. 8, Lots 1, 2, 3, NW%44SE%, SEYSW4%; sec. 9, 
Lots 1, 2, 3, 4, 5, NEY4SW%;; sec. 10, Lots 1, 2, 3, 4, 5, 6, 7, 8, N144SE%4; sec. 
16, Lots 1, 2, 3, NW144NE%; sec. 17, Lots 1, 2, 3, 4, 5, 6, 7, 8, 9, SEYNEM, 
NW 4SW4% ;=1,066.04 acres. 

The lands described were withdrawn in power site classification No. 255 dated 
June 11, 1930, and under first form reclamation withdrawal in connection with 
the Bureau of Reclamation’s Boise project. 

The subject lands are located on both sides of the Middle Fork of Boise River. 
They embrace an area of 1,066.04 acres which would be flooded to a large extent 
by reservoir waters of the proposed Alexander Flats dam at the site in section 24, 
T. 5 N., R. 7 E., which dam site is about 20 miles upstream from the existing 
Arrowrock Reservoir. There are approximately 500 feet of head which can 
be developed along the stretch of the stream between the two points just men- 
tioned, and under several of the projects which have been suggested for develop- 
ment of water resources of this area it appears that there is a substantial poten- 
tial power value in the stream along this stretch, ultimate development of at least 
a part of which appears probable. 

Dredging of the stream bed and adjacent slopes as proposed by this applicant 
can result in an appreciable amount of sedimentation in the Arrowrock Reservoir 
which could seriously interfere with that project’s usefulness by reducing the 
storage capacity which furnishes irrigation water for 350,000 acres in Boise 
Valley, and is available for future power development. 

Interested Federal officials and state officials have reported on the application. 

The Commission finds: 

A determination that the value of the above-described land will not be injured 
or destroyed for purposes of power development or that the power value and 
water resources of the stream and the project below will not be injured or de- 
stroyed by mining entry is not justified at this time. 

The Commission orders: 

The aforesaid application be and it is hereby denied. 


Adopted: July 15,1952. Issued: July 16, 1952. 
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Order approving maintenance of permanent connection for emergency use only 
The Connecticut Light & Power Co. 
Docket No. E-6193 


The Connecticut Light and Power Co. (applicant) on May 2, 1952, filed an 
application for an order pursuant to section 202 (d) of the Federal Power Act 
amending the Commission's order of April 5, 1949, in the above docket authoriz- 
ing the maintenance of a new interconnection with the Connecticut Power Co. 
(Connecticut Power) and for the interim maintenance and use of the presently 
existing connection with that company which is to be discontinued upon the 
completion of the new interconnection by both companies and certain other 
facilities on the part of Connecticut Power. 

The Commission’s order of April 5, 1949, provided for the maintenance for 
emergency use only of a 66-kilovolt interconnection between applicant’s New 
Britain substation and Connecticut Power's 66-kilovolt transmission line pass- 
ing south of such substation. 

The proposed new 115-kilovolt interconnection between the Southington sub- 
station of applicant and Connecticut Power’s proposed Berlin substation con- 


sists of two parts. Part 1, to be constructed, owned and operated by applicant, 


will consist of 5.2 miles of 115-kilovolt transmission line and appurtenant facilities 
extending northwest from the Southington substation to Reservoir Road junc- 
tion in the town of New Britain, Conn. Part 2, to be constructed, owned and 
operated by Connecticut Power, will consist of a 115-kilovolt transmission line 
and appurtenant facilities extending 4.9 miles from the Berlin substation of 
Connecticut Power west to Reservoir Road junction in New Britain where it 
will connect with Part 1. 

Applicant has submitted information to the effect that both companies are 
scheduled to complete their respective parts of the new interconnection on Jan- 
uary 1, 1953. As there will be continued need for the present interconnection 
to relieve emergencies on the system of Connecticut Power until the new 115- 
kilovolt line is built and the Berlin substation completed as scheduled in October 
1953, applicant requests that maintenance and use of the present intercon- 
nection be permitted during this construction period. However, it would appear 
that continued use of the present 66-kilovolt interconnection for emergency pur- 
poses only as authorized by the Commission’s order of April 5, 1949, will meet 
these needs so that further authorization with respect to this interconnection 
is not necessary. 

Applicant has stated that the new connection will be in the public interest for 
the reasons stated in its previous application of February 11, 1949, in the above 
docket, that is, the proposed interconnection, like the present one will enable 
applicant and the companies with which it is interconnected on the one hand and 
Connecticut Power and the companies with which it is interconnected on the 
other hand to safeguard their respective electric services. As applicant and 
Connecticut Power are converting their principal transmission facilities from 
66-kilovolt to 115-kilovolt operation, the new 115-kilovolt interconnection is a 
part of this program. In addition applicant has stated the capacity of the in- 
terconnection will be increased from the present nominal capacity of from 5,000 
kilowatt to 25,000 kilowatt to 50,000 kilowatt as past experience has demon- 
strated that the capacity of the present connection is insufficient to permit reason- 
ably satisfactory operation when the two systems are tied together. 

The Commission finds: 
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(1) The proposed 115-kilovolt interconnection at New Britain, Conn., will be a 
permanent connection within the meaning of section 202 (d) of the Federal Power 
Act. 


(2) Maintenance and use of such interconnection may involve the transmission 


and sale at wholesale of electric energy in interstate commerce within the mean- 
ing of section 201 of the act. 

(3) The maintenance and use of the proposed 115-kilovolt interconnection will 
serve emergency needs of applicant and be desirable in the public interest, as 
expressed in the act. 

The Commission orders: 

(A) The maintenance of the proposed 115-kilovolt permanent connection, for 
emergency use only, as the term “emergency” is defined in section 32.20 of the 
Commission’s regulations under the Federal Power Act, is hereby approved and 
shall not affect the status of the applicant under the act. 

(B) The proposed 115-kilovolt connection shall be maintained with connecting 
switches open at all times except during emergencies and every closing of the 
switches shall be deemed a use of the connection. 

(C) Applicant shall report each use of the proposed 115-kilovolt connection and 
will continue to report each use of the present 66-kilovolt connection, in accord- 
ance with section 32.23 of the Commission’s regulations under the Federal Power 
Act. 

(D) Applicant shall report on the 15th day of each month beginning with 
August 1952, the progress of the work necessary to effect the proposed 115-kilovolt 
connection. 

(E) Applicant shall report the date of the following: 

(1) completion of the proposed 115-kilovolt interconnection, (2) completion of 
the Berlin substation, and (3) dismantling of the present 66-kilovolt connection. 


(F) Nothing contained in this order shall prevent the use of the present 66- 
kilovolt interconnection as permitted by the Commission’s order in this docket 
dated April 5, 1949, until the completion and commencement of operation of 
the proposed 115-kilovolt interconnection at New Britain and the Berlin sub- 
station by Connecticut Power. Upon the completion of both these projects the 
authorization granted by the Commission’s order of April 5, 1949, in the same 
docket shall terminate. 


Adopted: July 17, 1952. Issued: July 18, 1952. 


Order issuing license (major) 
Oroville-Wyandotte Irrigation District 
Project No. 2088 


Application was filed July 9, 1951 by Oroville-Wyandotte Irrigation District, 
of Oroville, Calif., for license under the Federal Power Act (hereinafter referred 
to as the act) for proposed project No. 2088 known as the South Fork project, 
to be located on South Fork of Feather River, Slate Creek (tributary of the North 
Fork of Yuba River), and on Lost Creek (tributary of the South Fork of Feather 
River), in Butte, Plumas, Sierra, and Yuba Counties, Calif. 

The Feather River, one of the principal tributaries of the Sacramento River, 
rises in the Sierra Nevada Mountains and flows in a general southwesterly di- 
rection until it empties into the Sacramento River at Vernon, Calif., at about 
mile 80 on the latter river. Proceeding upstream from this point, the Feather 
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River junctions with the Yuba River at Marysville, Calif., at about mile 27; with 
its North Fork at about mile 68; and with its Middle and South Forks at about 
mile 71. 

According to available records, the Feather River was used at least from 1848 
for the transportation of persons and property up to Marysville, 27 miles above 
its mouth. Such commerce included oceangoing ships. The operation of the 
reservoirs of the proposed project, having a capacity of 50,000 acre-feet, at 
points less than 50 miles above Marysville will affect the downstream navi- 
gable capacity of the Feather River. 

The proposed project would consist of : 

(a) All lands constituting the project area and enclosed within the boundary 
or limits of which are otherwise defined, and/or interest in such lands necessary 
or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by applicant or by the United States; the location of 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed a part of the application for license and 
which are designated “South Fork project” and described as follows : 

Ecrhibit J—(F. P. C. 2088-1) “General location map” 

Exhibit K-1 and Exhibit K-2: (two sheets) (F. P. C. 2088-2 and F. P. C. 
2088-3) “Project boundary map” 

Exhibit K-3 and Exhibit K-—4: (two sheets) F. P. C. 2088-4 and F. P. C. 
2088-5) “Grass Valley Reservoir—topographic map” 


Exhibit K-5: (F. P. C. 2088-6) “Slate Creek Reservoir—topographie map” 


Exhibit K-66: (¥. P. C. 2088-7) “Sly Creek Reservoir—topographie map” 
all of the above “J” and “K” exhibits having been signed on June 25, 1951: Oro- 
ville-Wyandotte Irrigation District, by B. I. Lane, president, board of directors. 

(b) Principal structures consisting of: 

(1) A rock-fill dam, about 150 feet high, across South Fork of Feather River, 
creating the Grass Valley Reservoir which at elev. 5016 will have a gross storage 
eapacity of 50,500 acre-feet ; 

(2) A concrete arch dam 136 feet high, across Slate Creek, creating the Slate 
Creek reservoir which at elev. 3786 will have a capacity of 5,400 acre-feet ; 

(3) A rock-fill dam 225 feet high, across Lost Creek, creating Sly Creek Reser- 
voir which at elev. 3,500 will have a storage capacity of 48,000 acre-feet ; 

(4) An existing concrete arch dam, about 100 feet high, across Lost Creek 
creating Lost Creek Reservoir which at elev. 3282 has a storage capacity of 
5,800 acre-feet ; 

(5) Two diversion conduits about 12,400 feet and 14,200 feet long extending 
from Slate Creek and the South Fork of Feather River, respectively, each ter- 
minating near the upper end of Sly Creek Reservoir and each diversion to be ef- 
fected by a low concrete arch dam; 

(6) A concrete arch diversion dam, about 60 feet high, across South Fork of 
Feather River, to allow maximum forebay regulation to elev. 1763 for the pro- 
posed Forbestown powerhouse, the diversion dam to be located about 1,700 feet 
downstream from the proposed Woodleaf powerhouse ; 

(7) Woodleaf powerhouse, on South Fork of Feather River, to be served by a 
pressure tunnel extending 18,400 feet from Lost Creek Reservoir to a portal and 
thence by a single penstock 3,410 feet long; the proposed powerhouse to contain 
one impulse turbine rated at 48,000 horsepower and direct-connected to a generator 
rated at 40,000 kilovolt amperes ; 

(8) Forbestown powerhouse, on South Fork of Feather River, to be served 
by a pressure tunnel extending 18,470 feet to a portal and thence by a single 
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penstock 1,190 feet long, the proposed powerhouse to contain a single 27,000 
horsepower turbine direct-connected to a generator rated at 22,500 kilovolt 
amperes; 

(9) A substation and appurtenant facilities at each of the proposed power- 
houses. No transmission lines are contemplated for inclusion in the project— 
the location, nature, and character of which structures are more specifically shown 
on and described by the exhibits hereinbefore cited and by certain other exhibits 
which formed part of the application for license and which are designated 
“South Fork project” and described as follows: 

Exhibit L-1—(F. P. C. 2088-8) “Grass Valley Dam—General plan.” 

Erhibit L-2—(F. P. C. 2088-9) “Grass Valley Dam—sections and spillway.” 

Exhibit L-3—(F. P. C. 2088-10) “Grass Valley elevation and outlet works.” 

Erhibit L-/—(F. P. C. 2088-11) “Slate Creek Dams—plans and sections.” 

Ecvhibit L-5—(F. P. C. 2088-12) “Sly Creek Dam—general plan.” 

Ecrhibit L-6—(F. P. C. 2088-13) “Sly Creek Dam—spillway sections.” 

Evhibit L-7—(F. P. C. 2088-14) “Sly Creek Dam—sections, elevation and 
outlet.” 

Exhibit L-8—(F. P. C. 2088-15) “Lost Creek Reservoir—topography and dam 
design.” 

Evrhibit L-9—(F. P. C. 2088-16) “Diversion tunnel profiles and South Fork di- 
version dams.” 

Erhibit L-10—(F. P. C. 2088-17) “Pressure conduits—profiles and sections.” 

Evrhibit [-11—(F. P. C. 2088-18) “Woodleaf power plant—floor plans.” 

Erhibit L-12—(F. P. C. 2088-19) “Woodleaf power plant—section and eleva- 
tions.” 

Exhibit [-13—(F. P. C. 2088-20) “Forbestown power plant—floor plans.” 

Exhibit L-14;—(F. P. C. 2088-21) “Forbestown power plant—section and eleva- 
tions.” 

and 

Exhibit M—(two sheets) “General description of equipment”—all of the above 
“L” and “M” exhibits having been signed on June 25, 1951: Oroville-Wyandotte 
Irrigation District by E. I. Lane, President, Board of Directors. 

(c) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and to be located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as a part of the project is approved 
or acquiesced in by the Commission ; also riparian or other rights, the use or pos- 


session of which is necessary or appropriate in the maintenance and operation of 
the project. 


(d) The installed capacity of the proposed project would be as follows: 


Woodleaf_.. a. 48, 000 
Forbestown 7, 000 


75, 000 
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The Chief of Engineers, Department of the Army, the Secretary of the Interior, 
and the Assistant Secretary of Agriculture, who has supervision over the Plumas 
National Forest, have reported on the application. The Division of Fish and 
Game, Department of Natural Resources, State of California, has also reported 
on the application. 

An agreement was made and executed on March 27, 1952 by and between 
California State Department of Fish and Game and the applicant under the 
terms of which it was proposed that certain conditions and schedule of fish 
water releases be included in any license issued to the applicant, as hereinafter 
provided for. 

Protests against the application and resolutions in support of the application 
have been received from organizations and companies resident in the area of 
the proposed project. 

The Commission, having considered the entire record in this proceeding, in- 
cluding the protests and favorable resolutions referred to above, finds: 

(1) The Feather River from its mouth at least as far upstream as Marys- 
ville, Calif., at mile 27 is a navigable water of the United States. 

(2) The interests of interstate or foreign commerce would be affected by the 
construction and operation of the South Fork project. 

(3) The applicant is a public district organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(4) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(5) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(6) The proposed project does not affect any Government dam, nor will the 
issuance of a license therefor as hereinafter provided affect the development 
of any water resources for public purposes which presently should be under- 
taken by the United States. ) 

(7) The installed horsepower capacity of the project hereinafter authorized 
is 75,000 horsepower, and the energy generated thereby will be marketed through 
a public utility serving northern California. 

(8) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the proposed project is best adapted to a com- 
prehensive plan for the improvement and utilization of water-power develop- 


ment, and for other beneficial public purposes, including recreational purposes. 

(9) In accordance with section 10 (d) of the act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves are reasonable as hereinafter 
specified. 


(10) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Plumas Na- 
tional Forest was created or acquired. 

(11) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
part I of the act, and for recompensing it for the use, occupancy, and enjoyment 
of its lands is reasonable as hereinafter fixed and specified. 

(12) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 
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(A) This license is issued to Oroville-Wyandotte Irrigation District, of Oro- 
ville, Calif., for a period of 50 years, effective as of the first day of the month 
in which the accepted license is filed with the Commission, for the construction, 
operation, and maintenance of project No. 2088, subject to the terms and condi- 
tions of the act which are incorporated by reference as a part of this license, and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) This license shall also be subject to the terms and conditions set forth 
in form L-6, entitled “Terms and conditions of license for unconstructed major 
project affecting navigable waters and lands of the United States,” which terms 
and conditions, described as articles 1 through 27, are attached hereto and made 
a part hereof, except for articles 9, 12, 15, 16, 17, and 23 thereof, and subject to 
the following special conditions set forth herein as additional articles: 

Article 28. The licensee shall commence construction of the project within 2 
years from the effective date of this license and shall complete the project within 
5 years from such effective date. 

Article 29. The licensee shall release from the lower levels of the several dams 
sufficient water to maintain the following minimum flows to provide satisfactory 
streamflow conditions for the fish and wildlife and aesthetic purposes : 

(i) Below the Grass Valley Reservoir, South Fork diversion (to Sly Creek), 
and Forbestown powerhouse diversion dams on the South Fork Feather River: 
ten (10) cubic feet per second during the period May through October and five 
(5) cubic feet per second during the period from November through April pro- 
vided that in dry years the minimum flow shall be five (5) cubic feet per second, 
year long; (a dry year shall be defined as 50 percent or less of the average annual 
discharge of the South Fork Feather River including all upstream diversions, 
as measured at the Enterprise Gage for the period 1928-1949 inclusive; or 
117,000 acre-feet. The existence of a dry year shall be determined in advance 
on the basis of snow survey forecasts by the State Division of Water Resources 
for the Feather River basin and other information.). 

(ii) Below the Slate Creek Reservoir and the Slate Creek diversion (to Sly 
Creek) dams: ten (10) cubic feet per second or the natural flow, whichever is less ; 
and the licensee agrees that in the event of power development on the South Fork 
Feather River between Grass Valley Reservoir and the South Fork diversion 
(to Sly Creek), the above schedule of water releases shall be subject to renego- 
tiation. 

Article 30. The licensee shall regulate the releases from the Grass Valley 
Reservoir and the Slate Creek Reservoir so that such releases will be at as uni- 
form a rate as practicable. During the fishing season, as prescribed from time to 
time by the California State Department of Fish and Game, the releases shall 
not be increased or decreased by more than twenty (20) cubic feet per second 
curing any successive hour. During flood periods releases from the reservoirs 
shall be limited to an amount not greater than the inflows. 

Article 31. The licensee shall maintain a minimum pool of 500 acre-feet at the 
Grass Valley and Sly Creek Reservoirs. 

Article 32. To secure the maximum recreational benefits, the licensee shall 
make every effort to maintain the water surface of the several reservoirs at the 
maximum elevation and with a minimum fluctuation from June 15 to September 
15 of each year as is consistent with the primary purpose of the reservoir. 

Article 33. The licensee shall install deer escape ramps in the project canals: 
one in the Slate Creek diverting tunnel just above the upper portal of the tunnel, 
and several in the irrigation canal at intervals to be determined by the California 
Department of Fish and Game. 
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Article 34. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modification of the project structures 
and operation in the interest of fish and wildlife, and recreation resources as may 
be hereafter prescribed by the Federal Power Commission upon the recommenda- 
tions of the California State Department of Fish and Game, the U. S. Forest 
Service, and the U. 8. Fish and Wildlife Service. 

Article 35. The licensee shall grant to the United States the right, in connection 
with the development of a water storage project utilizing the Bidwell Bar dam 
site, at any time to enter upon, occupy, use, and flood, in whole or in part, the 
lands of the licensee and improvements thereon covered by this license subject 
to such payment and reconstruction, exchange, or substitution of property and 
interests therein (any or all) as may be agreed upon by the United States and 
the licensee, or, in the event the parties cannot reach agreement, to payment of 
just compensation in condemnation proceedings. 

Article 36. The licensee shall construct, operate, and maintain at the Palermo 
diversion dam fish-passage facilities in accordance with requirements of the Com- 
mission as agreed to by the licensee. 

Article 37. For the protection and utilization of the national forest lands and 
resources, the licensee shall relocate the existing County and Forest Service roads 
through the Grass Valley Reservoir site and the Sly Creek Reservoir site on the 
general locations indicated below, subject to final approval by the County and 
the Forest Service: 

(i) The county road (No. 2112) relocation shall be across the crest of the 
Grass Valley dam and around the south side of the reservoir, extending from a 
point in Lot 4, sec. 4, T. 21 N., R. 9 E., to a point in the NE% NEY, see. 31, 
T. 22N., R9 E., Mount Diablo meridian ; 

(ii) The Feather Fork mine road (No. 2221) shall be relocated up the east 
side of the reservoir, extending from a point in the NE, sec. 4, T. 21 N., R. 9 E., 
to a point in the SEY, sec. 21, T. 22 N., R. 9 E., Mount Diablo meridian ; 

(iii) A connection shall be made from the County road (No. 2112) in the 
SEY, sec. 30, T. 22 N., R. 9 E., to the existing Black Creek road (No. 2220) in the 
NWY, sec. 29, T. 22 N., R. 9 E., Mount Diablo meridian. 

(iv) The Mooreville Ridge road (Lewis Ridge) (No. 2116) relocation shall 
be across the crest of Sly Creek dam, extending from a point in lot 8, sec. 19, 
T. 20 N., R. 8 E., to a point on the existing logging road in SIi\4, see. 18, T. 20 N., 
R. 8 E., Mount Diablo meridian ; 
and the licensee shall observe the following specified standards of design for such 
roads and structures: 

(i) The relocated roads shall be suitable for heavy trucks, trailers, tractors, 
fire equipment and other motor vehicles. The road shall be single lane, 16-foot 
usable roadbed, minimum radius of 70 feet, maximum grade 10 percent. The 
dam crossing shall provide a 14-foot usable roadbed with approaches not to 
exceed 6 percent grade for 200 feet and intervisible turnouts not less than 
22 feet wide and 100 feet long at each end. The design of all structures shall 
be in accordance with the Specifications of the American Association of State 
Highway Officials for H20-S16 Loading. Departures from the above specifica- 
tions may be made upon mutual agreement between the licensee and the Forest 
Service. 

(ii) The licensee shall provide and maintain a public roadway across the 
Grass Valley and Sly Creek dams in accordance with the foregoing conditions. 

Article 38. Within 5 years after issuance of license the licensee shall clear 
the existing Lost Creek Reservoir completely from maximum high water eleva- 
tion 3,282 down to elevation 3,260, and all trees and snags protruding above 
elevation 3,260, within the reservoir area shall be cut so that no part thereof 
will protrude above said elevation. 
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Article 39. The licensee shall clear all lands in the bottom and margin of all 
other reservoirs up to a high-water level before they are filled, and shall clear 
and keep clear to an adequate width lands of the United States along open 
conduits. 

Article 40. The licensee shall dispose of all temporary structures, unused 
timber, brush, refuse and inflammable material resulting from the clearing 
of all lands or from construction of the project works to the satisfaction of the 
Commission’s authorized representative; and shall remove all trees, along the 
shores of all reservoirs, which die due to the operation of the reservoir. 

Article 41. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the existing parts of the Lost Creek reservoir, 
dam, and appurtenances, as of the effective date of the license, shall be deter- 
mined by the Commission in accordance with the act and the rules and regula- 
tions of the Commission, and such cost less such accrued depreciation, so 
determined, shall be the net investment in the project as of such effective date. 

Article 42. The actual legitimate original cost of the new parts of the project 
and of any addition to or betterment thereof, shall be determined by the Com- 
mission in accordance with the act and the Commission’s rules and regulations 
thereunder. 

Article 43. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the installed capacity 
(75,000 horsepower) plus 2'4 cents per 1,000 kilowatt-hours of gross energy 
generated by the project during each calendar year for which the charge is 
made; 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $5,464.00. 

(D) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(E) This order shall become final thirty (30) days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by section 313 
(a) of the act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. * 


Adopted: July 17,1952. Issued: July 21, 1952. 


Supplemental order determining emergency and granting exemption for use of 
interconnections 


Tennessee Valley Authority, Public Service Co. of Indiana, Inc., Atomic Energy 
Commission, The Dayton Power & Light Co., Indianapolis Power & Light Co., 
Southern Indiana Gas & Electric Co., and Northern Indiana Public Service Co. 


Docket No. E-6364 


By order entered July 17, 1951, in this docket the Commission found and de- 
termined that an emergency existed on the system of Tennessee Valley Authority 
(TVA) by reason, among others, of the load requirements of the Oak Ridge and 
Wabash plants of the Atomic Energy Commission (AEC). Exemptions were 
granted pursuant to section 202 (d) of the Federal Power Act (act) to The 
Dayton Power & Light Co. (Dayton), Indianapolis Power & Light Co. (Indian- 
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apolis), Southern Indiana Gas & Electric Co. (Southern Indiana) and Northern 
Indiana Public Service Co. (Northern Indiana) until June 30, 1952, for the use 
of the interconnections referred to therein for service to the Oak Ridge plant 
and until June 30, 1953, for the requirements of the AEC Wabash plant, presently 
under construction near Terre Haute, Ind. 

By supplemental application filed June 30, 1952, by TVA and joined in by the 
above-enumerated applicants excepting Public Service it is requested that the 
Commission find and determine that the emergency referred to in the order of 
July 17, 1951, continues and to extend the exemptions heretofore granted to June 
30, 1952, for an additional period of one year to June 30, 1953. In support of 
their request applicants state that the AEC load at Oak Ridge has increased from 
640,000 kilowatts to 700,000 kilowatts since the filing of the initial application and 
in addition AEC has initiated construction of a new plant near Paducah, Ky., 
known as the Paducah plant which will require 1,000,000 kilowatts of which 
TVA has contracted to supply one half and Electric Energy, Inc. (EEI) the other 
half. In order to enable TVA to supply AEC’s requirements at Paducah, TVA 
is constructing the Shawnee Steam Plant near Paducah which is to have four 
units of 135,000 kilowatts each, the first of which is expected to be in service 
by the end of 1952 and the others at intervals up to June 1953. Due to delays in 
delivery of necessary material and equipment to EEI it may be necessary for 
TVA to supply EEI's share of the Paducah load for several months beginning 
July 1952. 

The Commission finds and determines: 

(1) An emergency exists within the meaning of section 202 (d) of the Federal 
Power Act in the system of TVA by reason of the unprecedented increase in the 
demand for electric energy and the shortage of generating and transmission equip- 
ment and facilities necessary to carry adequately the increased loads of AEC 
at its Oak Ridge and Paducah plants. 

(2) The interconnections enumerated in the order of July 17, 1951, proposed 
to be utilized to meet the anticipated load requirements of AEC at its Oak Ridge 
and Wabash plants, are all in place and presently in operation. 

(3) The maintenance and use of the interconnections described above for the 
purposes hereinafter authorized may involve the transmission and sale at whole- 
sale of electric energy in interstate commerce within the meaning of section 201 
of the act. 

(4) The maintenance and use of the interconnections in the order of July 17, 
1951 referred to above for the purposes of making available to TVA 100,000 
kilowatts capacity until June 30, 1953 to alleviate the emergency with respect 
to the AEC Oak Ridge and Paducah plants, or the earlier termination of the 
emergency referred to, as hereinafter approved, will help serve the emergency 
needs of TVA and be desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The use and maintenance of the interconnections, referred to above, for 
the emergency referred to in finding (1) hereinabove is approved to June 30, 
1953 for the purpose of service to TVA for the Oak Ridge and Paducah plants, or 
the earlier termination of the emergency referred to hereinabove. 

(B) The maintenance and use of the interconnections for the purposes herein 
authorized shall not affect the status of Dayton, Indianapolis, Southern Indiana 
and Northern Indiana under the Federal Power Act. 

(C) Dayton, Indianapolis, Southern Indiana and Northern Indiana shall each 
on or before the 15th of each month report to the Commission the amounts of 
electric energy transferred over the interconnections for the purposes herein 
authorized, as well as such other information as the Commission may from time 
to time require. 
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(D) The order of July 17, 1951, insofar as it relates to service to the Wabash 
plant is to remain in full force and effect. 
Adopted: July 22,1952. Issued: July 23, 1952. 


Supplemental order determining emergency and granting exemption for use 


of interconnections 


Tennessee Valley Authority, Atomic Energy Commission, The Cleveland Electric 
Illuminating Co., Columbus & Southern Ohio Electric Co., Duquesne Light Co., 
and The Toledo Edison Co. 

Docket No. E-6369 


7 


By order entered July 27, 1951, in this docket, the Commission found and de- 
termined that an emergency existed on the system of Tennessee Valley Author- 
ity (TVA) by reason, among others, of the load requirements of the Oak Ridge 
plant of the Atomic Energy Commission (AEC). Exemptions were granted pur- 
suant to section 202 (d) of the Federal Power Act (act) to the Cleveland Elec- 
tric Illuminating Co. (Cleveland Co.), Columbus & Southern Ohio Electric Co. 
(Columbus Co.), Duquesne Light Co. (Duquesne) and The Toledo Edison Co. 
(Toledo Co.), until June 30, 1952 for the use of the interconnections referred to 
therein for service to the Oak Ridge plant. By supplemental orders entered Oc- 
tober 29, 1951, and January 15, 1952 exemptions were granted to Union Carbide 
and Carbon Corp. (Union Carbide) until June 30, 1952 for the use of the intercon- 
nection between it and Cleveland Co. and The Marietta Electric Company (Mari 
etta Co.) at Ashtabula, and Riverview, Ohio, respectively, in assisting the re- 
spective electric companies in the supply of energy to alleviate the emergency 
referred to. 

By supplemental application filed July 3, 1952, by TVA joined in by the above 
named applicants and Marietta Co., it is requested that the Commission find and 
determine that the emergency referred to in the order of July 27, 1952, continues, 
and to extend the exemptions heretofore granted to June 30, 1952, for a period of 
one year to June 30, 1953. In support of their request applicants state that the 
AEC load at Oak Ridge has increased from 640,000 kilowatts to 700,000 kilowatts 
since the filing of the initial application and in addition AEC has initiated con- 
struction of a new plant near Paducah, Ky., known as the Paducah plant which 


) will require 1,000,000 kilowatts of which TVA has contracted to supply one-half 
and Electric Energy, Inc. (EEI) the other half. In order to enable TVA to supply 


AEC’s requirements at Paducah, TVA is constructing the Shawnee steam plant 
near Paducah which is to have four units of 135,000 kilowatts each, the first of 


which is expected to be in service by the end of 1952 and the others at intervals up 
to June 1953. Due to delays in delivery of necessary material and equipment to 
r EEI it may be necessary for TVA to supply EEI’s share of the Paducah load 
) for several months beginning July 1952. 
‘ The Commission finds and determines: 
(1) An emergency exists within the meaning of section 202 (d) of the Fed- 
n eral Power Act in the system of TVA by reason of the unprecedented increase 
a in the demand for electric energy and the shortage of generating and transmis- 
sion equipment and facilities necessary to carry adequately the increased loads 
h of AEC at its Oak Ridge and Paducah plants. 
if (2) The interconnections enumerated in the orders of July 27, October 15, 
in 1951 and January 15, 1952 proposed to be utilized to meet the anticipated load 
1e requirements of AEC at its Oak Ridge plant, are all in place and presently in 


operation. 
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(3) The maintenance and use of the interconnections described in the orders 
referred to above for the purposes hereinafter authorized may involve the trans- 
mission and sale at wholesale of electric energy in interstate commerce within 
the meaning of section 201 of the act. 

(4) The maintenance and use of the interconnections in the orders referred 
to in finding (2) above for the purposes of making available to TVA 100,000 
kilowatt capacity until June 30, 1953 to alleviate the emergency with respect to 
the AEC Oak Ridge and Paducah plants, or the earlier termination of the emer- 
gency referred to, as hereinafter approved, will help serve the emergency needs 
of TVA and be desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The use and maintenance of the interconnections, referred to above, for 
the emergency referred to in finding (1) hereinabove is approved to June 30, 
1953 for the purpose of service to TVA for the Oak Ridge and Paducah plants, 
or the earlier termination of the emergency referred to hereinabove. 

(B) The maintenance and use of the interconnections for the purposes herein 
authorized shall not affect the status of Cleveland Co., Columbus Co., Duquesne, 
Toledo Co., and Union Carbide, under the Federal Power Act. 

(C) Cleveland Co., Columbus Co., Duquesne, Toledo Co., and Marietta Co. 
shall each on or before the 15th of each month report to the Commission the 
amounts of electric energy transferred over the interconnections for the pur- 
poses herein authorized, as well as such other information as the Commission 
may from time to time require. 


Adopted: July 22,1952. Issued July 23, 1952. 


Supplemental order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6436 


By order entered June 24, 1952, the Commission authorized the Gulf States 
Utilities Co. (applicant) to issue and sell through competitive bidding 50,000 
additional shares of its $100 par value preferred stock subject to the provisions, 
among other things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of § 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and § 34.2 (k) (4) of the rules, relat- 
ing to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegraph as 
contemplated by § 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the appli- 
cant of the preferred stock and the dividend rate thereof, by a further order. 

Applicant on July 22, 1952, filed an amendment pursuant to the requirements 
of the order of June 24, 1952, setting forth that it proposes to accept as repre- 
senting the best price to it, the bid of Stone & Webster Securities Corp. to pur- 
chase the 50,000 shares of preferred stock for the price of $100.6599 per share 
with dividend rate of $4.44 per share. 

The Commission finds: 





APPENDIX—ORDERS . 1139 


(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of June 24, 1952, and under the bid it proposes to accept 
for the preferred stock the price to applicant per share and the dividend rate 
are reasonable. 


(2) The proposed issuance of preferred stock as hereinafter authorized will 


be for a lawful object, within the corporate powers of applicant and compatible 


with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes, 

The Commission orders: 

(A) The price of such preferred stock and the dividend rate thereon under 
the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of preferred stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraphs (C), (D) and (E) of 
the Commission's order of June 24, 1952, in this matter. 


Adopted: July 22,1952. Issued: July 23, 1952. 


Order authorizing merger or consolidation of facilities 
Virginia Electric & Power Co. 
Docket No. E-6438 


Virginia Electric and Power Co. (VEPCO), a corporation organized in Virginia, 
having its principal place of business at Richmond, Va., filed its application on 
June 16, 1952, and amendment thereto on July 16, 1952, pursuant to section 203 
of the Federal Power Act, for an order authorizing it to purchase all of the 
outstanding capital stock of Hydro-Electrie Corp. of Virginia (Hydro) and to 
merge or consolidate Hydro’s facilities, consisting principally of the Cushaw 
hydro-electric station, project 906, with those of VEPCO. VEPCO and Hydro 
by joint application filed June 18, 1952, requested Commission approval of the 
transfer of the minor part license for project 906 from Hydro to VEPCO and by 
our concurrent order we are approving such transfer. 

VEPCO proposes to acquire for the price of $550,000 in cash the outstanding 
capital stock of Hydro consisting of 1,500 shares of preferred stock and 4,000 
shares of common stock and thereafter to cause the dissolution of Hydro and 
its subsidiary, Meadow Creek Corp., a Virginia corporation, which has no sub- 
stantial assets other than undeveloped real estate in Virginia and to assume 
the liabilities of Hydro and Meadow Creek. 

By the proposed transaction VEPCO will acquire Hydro’s assets consisting 
principally of the Cushaw hydro station of 7,500 kilowatt capacity located on 
the James River near Snowden, Va. The Cushaw station is presently being 
operated by VEPCO under lease expiring February 1, 1960, at an annual rental 
of $168,800, and after the transaction, applicant states, the station will continue 
to be operated by VEPCO. No additional facilities will be necessary to com- 
plete the transaction or to enable VEPCO to perform all of the functions and 
services heretofore performed by Hydro. 
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VEPCO states that the transaction described above will result in a charge to 
account 100.5, Electric plant acquisition adjustments, in the amount of $333,126, 
and proposes to dispose of this amount by equal annual charges over an eight-year 
period beginning with the year 1952, to account 537, Miscellaneous amortiza- 
tion, with concurrent credits to account 252, Reserve for amortization of electric 
plant acquisition adjustments. 

Written notice of the application has been duly given to the State Corporation 
Commission of Virginia, the Public Service Commission of West Virginia, the 
North Carolina Utilities Commission, and to the Governor of each of those States. 
Notice was also published in the Federal Register on June 25, 1952 (17 F. R. 5705), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before July 7, 1952. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

The State Corporation Commission of Virginia, by order dated June 24, 1952, 
the North Carolina Utilities Commission, by order dated June 25, 1952, and the 
Public Service Commission of West Virginia, by order dated July 14, 1952, have 
approved the transaction proposed by VEPCO described above. 

The Commission finds: 

(1) VEPCO, a corporation, is a public utility within the meaning of section 
203 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission's order dated May 3, 1949, 
In the Matter of Carolina Power & Light Company, Roanoke River Power Com- 
pany and Virginia Electric and Power Company, docket No. E-6207, 8 F. P. C. 829. 

(2) By the proposed acquisition, VEPCO will directly or indirectly merge or 
consolidate its facilities, subject to the jurisdiction of this Commission, with the 
electric utility facilities of Hydro, “another person” within the meaning of sec- 
tion 203 of the Federal Power Act, and the merger accordingly requires prior 
authorization of the Commission under that section. 

(3) The proposed merger or consolidation of facilities will be desirable in 
the development of VEPCO’s system, will effectuate economies of operation and 
will be consistent with the public interest. 

The Commission orders: 

(A) The proposed merger or consolidation be and the same hereby is author- 
ized and approved upon the terms and conditions set forth in the application, 
but subject to the provisions of this order. 

(B) The authorization herein granted shall expire within 90 days from the 
date of this order. 

(C) VEPCO shall record the electric facilities acquired from Hydro as pro- 
vided in the Commission’s Uniform System of Accounts prescribed for public 
utilities and licensees and shall dispose of the amount of $333,126 properly 


includible in account 100.5, Electric plant acquisition adjustments, by equal 
annual charges over an eight-year period beginning with the year 1952 to 


a 


account 537, Miscellaneous amortization, with concurrent credits to account 252, 


Reserve for amortization of electric plant acquisition adjustments. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to services, accounts, 
valuations, estimates or determinations of costs, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 


Adopted: July 22,1952. Issued: July 28, 1952. 
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Order approving transfer of license (minor part) 
Hydro-Electric Corp. of Virginia and Virginia Electric & Power Co. 
Project No. 906 


Joint application was filed on June 18, 1952, by Hydro-Electric Corp. of 
Virginia, licensee for minor part project No. 906 and Virginia Electric & Power 
Co. for approval of the transfer of the license for the project from the former 
to the latter; the said transfer being a voluntary transfer resulting from the 
acquisition of the transferor by the transferee pursuant to section 203 (a) of the 
Federal Power Act, at docket No. E-6438, by order of the Commission. 

The license for the project was issued on June 16, 1928, to Bedford Pulp 
and Paper Co. and by it transferred to the present licensee by assignment 
thereof with approval of the Commission on November 6, 1928. 

The Commission finds: 

(1) The proposed transferee, Virginia Electric & Power Co., is a corporation 
organized and existing under the laws of the State of Virginia and has submitted 
satisfactory evidence of its compliance with the requirements of all applicable 
state laws in so far as necessary for the operation of the project is concerned. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 906 from Hydro-Electric 
Corp. of Virginia to Virginia Electric & Power Co. is hereby approved, subject 
to the provisions of section 9.3 of the Commission’s regulations under the Federal 
Power Act, effective as of the date of the conveyance of the property to the 
transferee. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance by 


, Virginia Electric & Power Co. of the license for project No. 906. In acknowledg- 
ment of the acceptance of the license this instrument shall be signed on behalf 
of Virginia Electric & Power Co., the new licensee, and returned to the Com- 
mission 60 days from the date of issuance of this order. 

, Adopted: July 22, 1952. Issued: July 23, 1952. 

e 

Order accepting surrender of license (transmission line) 

Fe The Western Pacific Railroad Co. 

e 

y Project No, 1181 

a An application was filed April 18, 1952, by The Western Pacific Railroad Co., 

= licensee for transmission-line project No. 1181, for surrender of the license for the 

c project which was issued to it on April 20, 1932, for a period of 25 years. 

i The project consists of a 54 kilovolt transmission line, 1.2 miles long, extending 

from a point of connection with Pacific Gas and Electric Company's Hat Creek- 

” Westwood transmission line in the SW of sec. 2, T. 33 N., R. 6 E., M. D. B. & M., 

. to the licensee’s station site at Halls Flat in the NW% of sec. 1 of the above 

d township and range. The line, which is not part of a project within the meaning 

. of section 3 (11) of the Federal Power Act and, therefore, is not within the 


licensing authority of the Commission, has been sold to Pacific Gas and Electric 
Co. 
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The annual charges under the license for the project have been paid through 
the year 1951 and the licensee’s copy of the license instrument has been returned. 

The Forest Service, Department of Agriculture, has informed the Commission 
that it has been advised by Pacific Gas and Electric Co. that it expects to 
undertake a survey of the line this summer and to file soon thereafter with the 
Forest Service an application for authority for the continued occupancy of the 
lands of the United States by the line. 

The Commission finds: 

Acceptance of surrender of the license for transmission-line project No. 1181 
is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission-line project No. 1181 is hereby 
accepted, effective as of December 31, 1951. 


Adopted: July 22, 1952. Issued: July 23, 1952. 


Order granting eremption from payment of annual charges 
City of Pasadena, Calif. 
Project No. 1250 


Application was filed May 5, 1952, by city of Pasadena, Calif., licensee for 
project No. 1250, for exemption from payment of the net amount of annual 
charges for the year ended December 31, 1951, pursuant to the terms of section 
10 (e) of the Federal Power Act and regulations of the Commission thereunder on 
the grounds that none of the power developed by the project was sold to the 
public at a profit or was sold for resale at a profit. 

In the Commission’s statement of annual charges for the project for 1951, the 
licensee was billed in the net amount of $85.06, being 69.115 percent of the total 
charges assessable of $123.07. The 69.115 percent is the ratio of power sold to 
total power generated. The licensee was not billed for that portion of the power 
generated which was used by the licensee for municipal purposes, since the 
licensee is a municipality within the definition of section 3 (7) of the Federal 
Power Act, and is entitled to claim exemption from payment of annual charges 
for power so used. 

The application shows that the project operations for the year 1951 resulted 
in a net loss of $18,733 and that power was sold only to the licensee’s own opera- 
tors’ village and to Metropolitan Water District. 

The Commission finds: 

The licensee is entitled to exemption of the net amount billed for the year 1951. 

The Commission orders: 

The licensee is hereby exempted from liability under the license for project 
No. 1250 for payment of the net amount of annual charges of $85.06 for the 
calendar year 1951. 


Adopted: July 22, 1952. Issued: July 24, 1952. 


Order modifying decision of the presiding eraminer 


Panhandle Eastern Pipe Line Co. v. Central Indiana Gas. Co.; Central Indiana 
Gas Co. v. Panhandle Eastern Pipe Line Co. 


Docket Nos. G-1612, G—1642, G-1714, G—1722, G-1723, G-—1724, G-1725, G—1858, 


(22, 2: 725, 


G-1837 


Upon consideration of the exception of Commission staff’s counsel to the deci- 
sion of the presiding examiner in docket No. G-1642, that decision is modified as 
follows: 
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The Commission finds: 
(1) Panhandle Eastern Pipe Line Co. (applicant), a Delaware corporation, 
having its principal place of business in Kansas City, Mo., owns and operates 
among other facilities, a natural-gas transmission pipeline system located in 
the States of Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio, and 
Michigan and by reason of such operations is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 17, 1945, in docket No. G-254, 4 F. P. C. 
1081. 

(2) The natural-gas facilities of applicant consist in part of a measuring 
and regulating station at a point of delivery of natural gas to the city of Pitts- 
field on its 22-inch natural gas transmission line F—100, in Pike County, IIL. 
which facilities are to be used as integral parts of its interstate transmission 
pipeline system described in (1) above in the transportation of natural gas in 
interstate commerce, and in the sale in interstate commerce of natural gas for 
resale for ultimate public consumption and the operations thereof by applicant 
are subject to the requirements of subsections (¢c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The present and future public convenience and necessity require that ap 
plicant render the service proposed to Illinois Rural Electric Co. 

The Commission orders: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to render the service to Illinois Rural Electric Co. 
as fully described in the application filed in this proceeding and the exhibits ap- 
pended thereto, for the transportation and delivery of natural gas, subject to 
the jurisdiction of the Commission, upon the following terms and conditions: 

(A) The service herein authorized shall be for the transportation and deliv- 
ery of not to exceed an aggregate total volume of 1,000 M. c. f. per day of natural 
gas on an interruptible basis, and the transportation and delivery of this volume 
of natural gas shall be limited to such times as such volume is not needed to meet 
the requirements of other customers receiving service, either directly or indi- 
rectly from applicant’s pipeline system, under classifications contemplating an 
uninterrupted supply of gas. 

(B) Applicant shall report to the Commission promptly, in writing and under 
oath, the date of the commencement of service to Illinois Rural Electric Co. 

(C) Applicant is hereby required to report to the Commission annually the 
monthly volumes of gas delivered to Illinois Rural Electric Co. Such annual 
report shall be made not later than February first in each year, commencing 
in the year 1958. 

(D) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act and all pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: July 22,1952. Issued: July 23, 1952. 
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Order authorizing the importation of natural gas into the United States 
from a foreign country 


Lopeno Gas Co. 
Docket No. G-—1902 


On March 38, 1952, Lopeno Gas Co. (applicant), a Texas corporation having its 
principal place of business at Dallas, Tex., filed an application, which was supple- 
mented on April 7, 1952, and on April 15, 1952, for an order pursuant to section 3 
of the Natural Gas Act, authorizing the importation of natural gas from the 
Republic of Mexico into the United States for sale to United Gas Corp. (United) 
for resale in the village of Roma, Starr County, Tex. 

Due notice of the filing of the application for import authorization has been 
given, including publication in the Federal Register on March 18, 1952 (17 F. R. 
2343). No protest to the application or request to be heard has been received. 

The record in this proceeding shows that applicant presently sells natural gas 
produced in the Lopeno gas field to United and ‘transports such gas by means of 
a transmission line approximately 25 miles in length, extending from the Lopeno 
field to the Rio Grande in the vicinity of Roma, Tex., and consisting of 8-inch, 
10-inch, and 12-inch pipe. Applicant also transports through these facilities 
natural gas for export to Compania Mexicana de Gas, 8. A. (Compania) pursuant 
to an order of the Commission issued on December 13, 1950, in docket No, G—-1462, 
9 F. P. C. 1317, and Presidential permits issued on November 1, 1928 and January 
11, 1935, which have been transferred and assigned to applicant. 

The record further shows that Compania has advised applicant that it will not 
buy any gas hereafter under its gas purchase agreement with applicant, but that 
it hereafter will puchase all of its gas requirements in the Republic of Mexico. 
It is shown by the record that the largest quantity of the gas transported by 
applicant’s pipeline is delivered to Compania and that the total volume delivered 
to Roma, Tex. is approximately 500 M. c.f. per month. Applicant represents that 
the loss of the sale of gas to Compania will make the continued operation of its 
facilities unprofitable and that any attempt to supply the requirements of Roma, 
Tex. only through such facilities will result in substantial operating loss to 
applicant. Accordingly, applicant now proposes to discontinue the operation of 
its pipeline used for exportation of natural gas to Mexico and for delivery and 
sale of gas to United for resale in Roma, Tex. 

Applicant proposes to supply the requirements of Roma, Tex. by importing 
natural gas purchased from Petroleos Mexicanos (Pemex), a decentralized public 
institution of the Mexican Government authorized to carry out all the operations 
relating to the oil industy of Mexico, including the sale of the products thereof. 
Applicant has entered into a contract with Pemex, dated July 10, 1952, for a term 
of 10 years commencing July 25, 1952, under the provisions of which Pemex has 
agreed to deliver up to 1,500 M. ¢c. f. per month of natural gas to applicant at the 
point where its facilities for crossing the Rio Grande connect with those of Com- 
pania adjacent to the village of Roma, Tex. Applicant, by contract dated January 
5, 1951, has succeeded to the rights and obligations of United Gas Pipe Line Co. 
to sell natural gas to United for resale and distribution in the village of Roma, 
Tex. On March 21, 1952, applicant was notified by the Railroad Commission of 
Texas that it will be satisfactory with that Commission for applicant to remove 
its pipeline between the Lopeno gas field and Roma, Tex. 

On March 3, 1952, concurrently with the filing of the instant application, 
applicant filed an application in docket No. G-1903 for a Presidential permit 
pursuant to Executive order No. 8202, dated July 13, 1939, authorizing the con- 
struction, operation, maintenance and connection at the borders of the United 
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States of facilities for the importation of natural gas from the Republic of Mexico 
into the United States. Said facilities are the same facilities as those through 
which applicant has heretofore exported natural gas to Compania pursuant to 
Presidential permits dated November 1, 1928 and January 11, 1935, hereinbefore 
referred to. 

On June 19, 1952, applicant filed an application in docket No. G—1977, which was 
supplemented on July 14, 1952, for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the operation of the 
facilities hereinbefore referred to for the transportation and sale of natural gas 
imported from Mexico to United for resale in Roma, Tex. By order of the Com- 
mission issued on July 16, 1952, hearing upon said application was fixed for July 
28, 1952. Pursuant to applicant’s request therefor, temporary authorization to 
operate said facilities is being granted concurrently with the adoption of this 
order. 

The Commission finds: 

(1) Applicant, Lopeno Gas Co., a Texas corporation having its principal place 
of business at Dallas, Tex., is a “person” within the meaning of section 2 (1) 
and section 3 of the Natural Gas Act. 

(2) The proposed importation of natural gas by applicant will be consistent 
with the public interest and should be authorized as hereinafter ordered and 
conditioned. 

The Commission orders: 

(A) Lopeno Gas Co. be and it hereby is authorized to import natural gas from 
the Republic of Mexico into the United States pursuant to the terms and con- 
ditions of the contract dated July 10, 1952 with Petroleos Mexicanos, and the 
contract dated January 5, 1951 between United Gas Pipe Line Co., applicant, and 
Compania Mexicana de Gas, S. A., all as more fully described in the application 
and supplements thereto filed in this proceeding, in accordance with the terms 
and conditions of this order. 

(B) Lopeno Gas Co. shall submit such reports with respect to the importation 
herein authorized as the Commission may from time to time require and in such 
form and manner as the Commission may prescribe. 

(C) The authorization herein granted may be modified from time to time or 
terminated, after opportunity for hearing, upon further order of the Commis- 
sion, but in no event shall such authorization extend beyond the date of termi- 
nation of the Presidential permit requested by applicant in docket No. G—1903. 

(D) The authorization herein shall be effective only if a Presidential permit 
be issued to Lopeno Gas Co. pursuant to its application made in docket No. 
G-—1903, and only to the extent and subject to the provisions of such permit, and 
only if Lopeno Gas Co, shall accept, in writing and under oath, that permit and 
this authorization within 30 days from the date of issuance of each. 

(E) This authorization to import natural gas from Mexico shall not be trans- 
ferred in any manner whatsoever, but such authorization shall continue in 
effect for a reasonable time in the event of the involuntary transfer of facilities 
used thereunder by operation of law (including such transfers to receivers, 
trustees or purchasers under foreclosure or judicial sale) pending the making 
of an application for permanent authorization and decision thereon, provided 
notice is promptly given in writing to the Commission accompanied by a state- 
ment that the physical facts relating to sufficiency of supply, rates, and the na- 
ture of use remain substantially the same as before the transfer and as stated 
in the initial application for such authorization. 

(F) Upon the effective date of this authorization, the authorization to export 
natural gas from the United States to Mexico heretofore granted to Lopeno Gas 
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Co. by order of the Commission in docket No. G-1462, 9 F. P. C, 1317, issued on 
December 13, 1950, shall be terminated and of no further effect. 

(G) This authorization shall be effective only so long as Lopeno Gas Co. con- 
tinues the operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, and any pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission. 

(H) Nothing contained herein, nor the authorization granted by the issuance 
of this order shall be construed as a waiver of the requirements of section 7 of 
the Natural Gas Act. 


Adopted: July 22,1952. Issued: July 25, 1952. 


Order authorizing issuance of securitics 
Mountain States Power Co. 
Docket No. E-6442 


Mountain States Power Co. (applicant), a Delaware corporation, qualified to 
do business in the States of Idaho, Oregon, Montana and Wyoming, having its 
principal business office at Albany, Oreg., filed its application on July 7, 1952, for 
an order pursuant to section 204 of the Federal Power Act, authorizing it to 
issue 200,000 shares of common stock, par value $7.25 per share. 

Applicant proposes to offer the proposed shares of common stock through com- 
petitive bidding in accordance with the competitive bidding rules of this Com- 
mission. Applicant proposes to invite sealed written proposals for the purchase 
of the proposed common stock (i) by publication in the Wall Street Journal at 
least one week prior to the date fixed for opening bids thereon and (ii) through 
distribution of a “public invitation for proposals for the purchase of 200,000 
shares of common stock, par value $7.25 per share,” setting forth terms and 
conditions relating thereto. 

The “terms and conditions” provide that each bid must be for the purchase of 
all of the common stock and may be made by a single bidder or by a group of 
bidders. No bidder may submit or participate in more than one proposal. Each 
proposal shall specify the price per share to be paid to the applicant for the 
common stock and shall state that each bidder agrees as soon as practicable to 
make a public offering of all of the shares of common stock purchased by it; 
and must be accompanied by a certified or bank cashier’s check or checks, repre- 
senting a deposit on behalf of the bidder or group of bidders, of 70 cents for each 
share of common stock to be purchased, namely, $140,000 in the aggregate. Ap- 
plicant reserves the right to reject all proposals or exelude a proposal or pro- 
posals for reasons specified in the public invitation. Applicant will accept the 
proposal which shall provide the highest price for all of the common stock pur- 
chased from the applicant. 

Applicant proposes on or about August 4, 1952, publicly to invite bids for the 
purchase of the common stock and all bids submitted in response to such public 
invitation will be opened on or about August 11, 1952. 


The purpose of the proposed issuance of common stock is to enable the appli- 
cant to repay part of the existing bank loans incurred by applicant to tempo- 
rarily finance its construction program. 


Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, Public Utility Commission of Idaho, Board of Railroad 
Commissioners of Montana, Public Service Commission of Wyoming and to the 


Governors of each of those States. Notice of the application has also been given 
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by publication in the Federal Register on July 12, 1952 (17 F. R. 6287), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before July 22, 1952. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission's order dated December 19, 
1947, In the Matter of Mountain States Power Company, Docket No. E-6102, 
6 F. P. C. 1102. 

(2) The proposed issuance of 200,000 shares of common stock, par value $7.25 
per share, will consitute an issuance of securities within the purview of section 
204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a state under the laws of which 
its security issues are regulated by a State commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of sec- 
tion 204 of the act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to repay in part existing bank loans incurred by applicant to temporarily finance 
its construction program. 

(5) The proposed issuance and sale through competitive bidding of the 200,000 
shares of common stock, par value $7.25 per share, as hereinafter authorized will 
be for a lawful object, within the corporate purpose of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions, and for the purposes specified in the application, be and 
the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of $34.2 (k) (3) of the Commission’s rules relating to compliance with com- 
petitive bidding requirements, and § 34.2 (k) (4) of the rules, relating to affilia- 
tion, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph as contemplated by 
§ 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the applicant, 
by a further order. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates, or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 
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(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: July 24, 1952. Issued: July 25, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Kast Tennessee Natural Gas Co. 
Docket No. G—-1941 


On April 18, 1952, East Tennessee Natural Gas Co. (applicant) filed with 
the Commission an application for a certificate of public convenience and neces- 
sity purs.ant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of (1) metering and regulating equipment, together with other 
necessary appurtenances, at a point on applicant's existing 12‘4-inch O. D. 
main pipeline on the McGhee Tyson Airport in Blount County, Tenn., and 
(2) approximately 300 feet of 4%4-inch O. D. lateral pipeline, metering and 
regulating equipment, and other necessary appurtenances extending from a point 
of connection on applicant's “T. V. A.-Godwin lateral,” in Maury County, Tenn., 
to a point on or near the plant premises of Shea Chemical Corp. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
July 22, 1952 concerning the matters involved and issues presented by said 
application. No protest to the application has been received. 

Applicant proposes, by means of the connecting facilities from its existing 
12*%4-inch main pipeline on the McGhee Tyson Airport, to sell and deliver natural 
gas on a firm basis directly to the Department of the Air Force, 74th Support 
Squadron, for use on the McGhee Tyson Air Force Base. 3y means of the 
proposed lateral line to Shea Chemical Corp., applicant proposes to sell and 


deliver natural gas to that company on an interruptible basis for processing 
purposes in its plant near Columbia, Tenn. 


The record shows that the estimated maximum daily demand of the McGhee 
Tyson Air Force Base will amount to approximately 450 M. c¢. f. of natural 
gas in the first year of service and that such maximum daily demand will 
remain fairly constant during each year thereafter. The record also shows 
that the estimated maximum daily demand of the Shea Chemical Corp. plam 
will amount to approximately 2,500 M. c. f. in the first year of operation and 
will remain fairly constant during each year thereafter. 

Temporary authorization was granted on July 10, 1952, to construct and operate 
the portion of the facilities required to effect natural-gas service to the McGhee 
Air Force Base as proposed in the application. 

The total estimated cost of the proposed facilities and connections is $14,500, 
which will be financed out of the current funds on hand. 

The Commission finds: 

(1) Applicant, a Tennessee corporation with its principal place of business at 
Knoxille, Tenn., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Tennessee, and by its operations is 
engaged in the transportation and sale of natural gas in interstate commerce for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, “a natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of February 2, 1948, in docket 
No. G-889, 7 F. P. C. 5. 
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») 


(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant's existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission to render its final decision in 
the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbe- 
fore described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of the completion of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable, and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

Adopted: July 24, 1982. 





Issued: July 28, 1952. 






Determination for right-of-way under section 24 of the Federal Power Act 








Lands Withdrawn in Power Site Classification No. 116 


Docket No. DA—7S0-California—State of California, Division of Highways 





An application was filed by the State of California, Division of Highways, for 
a right-of-way under the act of November 9, 1921 (42 Stat. 212, 216), requiring 
a determination under section 24 of the Federal Power Act with respect to the 
following described lands: Humboldt meridian, California: T. 9 N., R. 4 E., 
sec. 1, lots 1, 18, 19, 20, W% SW\% NEY, E% Wi% SEY NEY, 8% N16 NW 
SE\, sec. 10, lot 18, sec. 11, lots 7, 11, 12, 13, T. 10 N., R. 5 E., see. 30, SW SEM, 
sec. 31, lot 4, NW44NEY, E44 NWY,NEY SW. 

The subject lands are withdrawn in power site classification No. 116 approved 
September 19, 1925, as affected by power site interpretation No. 173 on August 
18, 1931. 

The proposed highway improvements are located along a stretch of the 
Klamath River in an area where suggested dam sites if developed for power 
purposes will affect portions of the legal subdivisions so reserved. 

The water surface level of the reservoir at either the Weitchpec or the Jackson 
dam site would be 25 feet below the lowest grade elevation of the proposed high- 
way construction, according to the suggested plan of development, and a water 
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surface at a higher level is unlikely because it would encroach upon the suggested 
Slate Creek dam site located immediately upstream. 

The Commission determined on May 8, 1934 (docket No. DA-371 California) 
that the value in lot 1 of section 1, above described, will not be injured or de- 
stroyed for purposes of power development by location, entry or selection under 
the public land laws, subject to the provisions of section 24 of the Federal Power 
Act. 

Power development in this area is remote. Use of the lands for the proposed 
highway improvement will not affect the power value of the said lands. 

Federal officials have reported on the application. 

The Commission /finds: 

A determination under section 24 of the Federal Power Act with respect to 
lot 1 of section 1, as above more fully described, is neither necessary nor ap- 
propriate. 

The Commission orders: 

The aforesaid application, insofar as it relates to the land referred to in the 
above finding, is hereby dismissed. 

The Commission determines: 

The value of the affected portions of the remainder of the above-described lands 
not already legally occupied by virtue of rights acquired prior to withdrawal of 
the lands for power purposes will not be injured or destroyed for purposes of 
power development by location thereon of the proposed highway improvements, 
subject to the provisions of section 24 of the Federal Power Act, and subject to 
the stipulation that if and when the affected portions are required for purposes 
of power development by the United States or its permittees or licensees, the pro- 
posed highway right-of-way shall be removed therefrom and relocated and 
reconstructed without expense to the United States, its licensees or permittees 


to the extent that may be necessary to avoid interference with such power 
development. 


Adopted: July 24,1952. Issued: July 28, 1952. 


Order denying in part application for modification and rehearing 
and providing for further hearing 


Northern Natural Gas Co. 
Docket No. G—1618 


On July 7, 1952, Northern Natural Gas Co. (Northern) filed an application for 
modification and rehearing of the Commission’s opinion and order issued June 
24, 1952, 11 F. P. C. 174 that conditionally issued in the above-entitled matter a 
certificate of public convenience and necessity, subject to Northern’s acceptance, 
authorizing the construction and operation of additional natural gas pipeline 
facilities designed to increase Northern’s delivery capacity north of Kansas from 
approximately 600,000 M. c. f. to 825,000 M. ce. f. of natural gas per day.’ 

Upon consideration of the aforesaid application for modification and rehearing, 
opinion and accompanying order issued June 24, 1952, 11 F. P. C. 174 and the 
entire record in this proceeding, the Commission finds: 

(1) It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act that Northern’s aforesaid application for modification and 
rehearing be denied in part, and that further public hearings be held, as herein- 
after ordered and provided. 


1Subparagraphs (B) (1) and (B) (2) of the order issued on June 24, 1952, were 
amended by the Commission’s order adopted July 24, 1952, to extend the time for com- 


pliance with certain conditions attached to the issuance of the certificate. 
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(2) No new facts have been presented or alleged, and no new principles of law 
have been set forth, with respect te those matters and issues raised by Northern’s 
aforesaid application for modification and rehearing, and as to which Northern's 
application is denied as hereinafter ordered, which were not fully consideed by 
the Commission before it entered its opinion and order issued June 24, 1952, or, 
having now been considered, warrant modification or rehearing. 

The Commission orders: 

(A) Northern’s aforesaid application for modification and rehearing be and the 
same is hereby denied in all respects except so far as the said application re- 
quests modification and rehearing concerning subparagraphs (B) (1), (B) (2), 
(B) (8) and (C) (1) of the Commissions’ order issued June 24, 1952. 

(B) Pursuant to authority contained in and subject to the jurisdiction con- 
ferred upon the Federal Power Commission by sections 7, 15, 16 and 19 of the 
Natural Gas Act, as amended, and the Commission’s rules of practice and pro- 
cedure, a public hearing be held commencing on September 10, 1952, at 10:00 
a.m. (edst) in the hearing room of the Federal Power Commission, 1800 Penn- 
sylvania Avenue, NW., Washington, D. C., concerning the matters involved 
and the issues presented by the aforesaid application for modification and 
rehearing so far as it relates to subparagraphs (B) (1), (B) (2), (B) (3) and 
(C) (1) of the Commission’s aforesaid order issued June 24, 1952, as amended. 

(C) This order shall not be construed to limit the right of Northern to accept 
the certificate issued by order of June 24, 1952, as therein conditioned, if Northern 
during the pendency of the rehearing herein granted and before final determina- 
tion thereof by the Commission, accepts the certificate issued by said order upon 
the terms and conditions set forth in subparagraphs (B) (1), (B) (2), (B) (3) 
and (C) (1). 

(D) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceedings now pending or 
hereafter instituted by or against Northern. 


Chairman Buchanan dissenting as to reopening of the hearing. 


Adopted: July 28, 1952. Issued: July 29, 1952. 





Order denying modification and stay of order and granting rehearing in part and 
denying in part and fixing date for rehearing 


Northern Natural Gas Co. 
Docket Nos. G—1382, G—1533, G—1607 


On June 30, 1952, Northern Natural Gas Co. (Northern) filed a motion 
requesting the Commission to modify the order issued June 11, 1952, in the 
above-entitled proceeding, by deleting the effective date of June 11, 1952, and 
substituting therefor, either the date of June 12, 1952, or June 27, 1952, and to 
stay the effectiveness of that order pending filing and determination of Northern’s’ 
application for rehearing. 

On July 7, 1952 the State Corporation Commission of the State of Kansas filed 
an application for rehearing and on July 9, Northern filed its application for 
rehearing. On July 11, 1952, Interstate Power Co., intervener, filed an application 
for rehearing. 

Northern states in support of its motion that the order was issued after 
8:00 a. m. (Central Standard Time) on June 11, 1952, whereas the “billing day” 
in the tariff prescribed by the Commission’s order is “from 8:00 a. m. of one 
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day to 8:00 a. m. of the next day.” Northern asserts that the Commission has, 
thereby, in violation of section 5 (a), attempted to fix rates retroactively. There 
is no merit to this contention. The Commission’s order, as a matter of law, was 
effective all day June 11. 

Northern next states that its “billing month” under the tariff prescribed by the 
Commission is “from 8: 00 a. m. of the 27th day of a calendar month to 8: 00 a. m. 
of the 27th day of the succeeding calendar month”; and contends that complica- 
tions and confusions will result from the necessity of billing at two different 
rates during the “billing month.” 

The Commission was not unmindful of the fact that split billing would be 
required for one month when it made the order effective on June 11, but the 
Commission found no reason then, and Northern’s motion contains none, which 
warrants the exaction of excessive rates from Northern’s customers for the 
16-day period. 

In its application for rehearing, Northern alleges that the Commission erred in 
its findings and order with regard to the IND-1 and IND-2 rate schedules, 
attribution under the Kansas order, the volume of sales during the test period, 
interest during construction, rate of return, Northern's liability for State 
property taxes and Federal income tax, cost allocation, billing demand, BTU 
content of gas delivered by Northern, rate for overrun gas service, and other 
detailed findings with regard to the form and amount of the rate and tariff 
provisions. The Kansas Commission asserts that the Commission’s rejection of 
Northern’s claim for an “attribution” price and the cost allocation with regard 
to the Hugoton area sales are in error. 

Northern also asserts that the Commission erred in making an adjustment to 
its working capital requirements because Northern was not advised that such 
matter was in issue, and was not given an opportunity to rebut the contentions 
on which the Commission’s opinion was based. Although, as pointed out in the 
opinion, facts which require the adjustment are in the record, and the propriety 
of making such an adjustment is hardly open to question, we believe that 
Northern should have the opportunity of presenting such evidence as it may 
deem appropriate to establish that the adjustment made by the Commission is 
inerror. Therefore, we shall grant rehearing confined to the following issue, and 
order that a hearing be held thereon : 

Whether the reduction of working capital requirements by an amount of 75 
percent of Northern’s Federal income tax liability, as discussed in the Commis- 
sion’s opinion, 11 F. P. C. 128, is in error. 

In all other respects the Commission Jinds : 

No new facts have been presented or alleged, and no new principles of law 
have been set forth in the applications for rehearing of Northern, the Kansas 
Commission and Interstate Power Co., which either were not fully considered by 
the Commission before it entered its order issued June 11, 1952, or having now 


ary 


been considered, warrant rehearing, modification or recision of the aforesaid 


order. Accordingly, it is necessary and appropriate for carrying out the provi 
sions of the Natural Gas Act that the aforesaid applications for rehearing be 
denied as hereinafter ordered. 


The Commission orders: 

(A) Northern’s motion for modification and stay of the Commission order be, 
and the same is hereby, denied. 

(B) The applications for rehearing by the State Corporation Commission of 
the State of Kansas and Interstate Power Co. be, and the same are hereby, 
denied. 
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(C) The application for rehearing by Northern be and the same is hereby, 
granted, on the single issue respecting working capital as set out above, and 
in all other respects denied. 

(C) A public hearing be held convening on August 21, 1952 at 10:00 a. m. 
(edst) in the hearing room of the Federal Power Commission, 1800 Pennsyl- 
vania Ave., N. W., Washington, D. C., on the issue set out above. 
Commissioner Wimberly concurring in part and dissenting in part. 


Adopted: July 28,1952. Issued: July 30, 1952. 


Order approving transfer of license (minor) 
Ethel May Bruff, Portia Belle Bruff, and Cascade Lumber Co. 
Project No. 1284 


A joint application was filed May 20, 1952, by Ethel May Bruff and Portia 
Belle Bruff, licensees for minor project No. 1284, and Cascade Lumber Co., 
of Yakima, Wash., for approval of transfer of the license for the project from 
the former to the latter. 

The original license for the project, affecting lands of the United States within 
the Wenatchee National Forest, in Kittitas County, Wash., was issued November 
14, 1938 to John H. Bruff for a period of 10 years. John H. Bruff died on July 
21, 1939, and the Commission's records were changed to show Ethel May Bruff 
and Portia Belle Bruff, his daughters, as licensees as of July 21, 1939. A new 
license was issued to Ethel May Bruff and Portia Belle Bruff on December 14, 
1949, for a period of 10 years, effective November 14, 1948. 

The Commission finds: 

(1) The proposed transferee is a corporation organized under the laws of the 
State of Washington and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary for the 
operation of the project. 

(2) Approval of transfer of the license for the project as hereinafter provided 
will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1284 from Ethel May Bruff 
and Portia Belle Bruff to Cascade Lumber Co. is hereby approved, effective as of 
the date of conveyance of the project properties, subject to section 9.3 of the 
Commission’s regulations under the Federal Power Act, provided that the new 
licensee shall be subject to all the conditions of the license and to all the pro- 
visions and conditions of the act not expressly waived in the license to the same 
extent as though it were the original licensee. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance by Cascade 
Lumber Co. of the license for project No. 1284. In acknowledgment of the 
acceptance of the license, this instrument shall be signed on behalf of Cascade 
Lumber Co., the new licensee, and returned to the Commission within 60 days 
from the date of issuance of this order. 


Adopted: July 29,1952. Issued: August 4, 1952. 
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Order amending license (major) 
Oakdale Irrigation District and South San Joaquin Irrigation District 
Project No. 2067 


Application was filed October 25, 1951 by Oakdale Irrigation District and South 
San Joaquin Irrigation District, licensees for major project No. 2067, located on 
the Stanislaus River in Calaveras and Tuolumne Counties, Calif., and affecting 
public lands of the United States. 

The application seeks amendment of the license to exclude therefrom articles 
15, 16, 17, and 18, respectively, which refer to land conveyance, furnishing of free 
power, operation of navigation facilities, and to water use for navigation pur- 
poses. These articles are usually included in licenses for projects affecting 
navigable waters of the United States. 

It is the applicants’ view that because of the remote connection between the 
project and any practicable navigation there is only slight chance of any of the 
articles referred to being invoked in the future; that the applicants would find 
it necessary to enter into complex contractual relations for the sale of power: 
and that any provisions in the license of uncertain effect would adversely affect 
the applicants’ ability to provide adequate financing. 

The office of the Chief of Engineer, Department of the Army, has reported on 
the application as hereinafter provided. 

The Commission finds: 

The license, amended as hereinafter provided, will not interfere or be incon 
sistent with the purposes of any withdrawal of public lands, and will not alter 
any of the basic facts upon which the license was issued. 

The Commission orders: 

(A) The license for project No. 2067 issued to Oakdale Irrigation District and 
South San Joaquin Irrigation District is hereby amended, effective as of August 1, 
1952, to provide for the elimination therefrom of articles 15, 16, 17, and 18, re- 
spectively, and for the inclusion therein of the following conditions specified as 
articles 37 and 38, respectively : 

Article 37. During flood periods, releases of water from the Tulloch reservoir 
shall be limited to quantities not greater than the simultaneous inflows. 

Article 38. The operations of the licensees so far as they affect the use, stor- 
age, and discharge from storage of waters affected by the license, shall at all 
times be controlled by such reasonable rules and regulations as the Commission 
may prescribe for the protection of life, health, and property, and in the interest 
of the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes; 
and the licensees shall release water from the project reservoir at such rate in 
cubic feet per second, of such volume in acre-feet per specified period of time, as 
the Commission may prescribe for the purposes hereinbefore mentioned. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license 
amendment. In acknowledgment of the acceptance of this amendment, it shall 
be signed for the licensees and returned to the Commission within 60 days from 
the date of issuance of this order. 


Adopted: July 29,1952. Issued: August 4, 1952. 
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Order amending supplemental order determining emergency and granting 
exemptions for use of interconnections 


Tennessee Valley Authority, Atomic Energy Commission, The Cleveland Electric 
Illuminating Co., Columbus & Southern Ohio Electric Co., Duquesne Light Co., 
and The Toledo Edison Co. 


Docket No. E-6369 


The supplemental order entered July 22, 1952, is to be amended with respect to 
findings (2), (3) and (4) thereof to read as follows: 

(2) The interconnections enumerated in the orders of July 27, October 29, 
1951, and January 15, 1952, and in addition the interconnection between Ohio 
Edison Co. and Cleveland Co. at Broadway Avenue and 36th Street, Lorain, 
Ohio, proposed to be utilized to meet the anticipated load requirements of 
AEC at its Oak Ridge plant, are all in place and presently in operation. 

(3) The maintenance and use of the interconnections referred to above for 
the purposes hereinafter authorized may involve the transmission and sale at 
wholesale of electric energy in interstate commerce within the meaning of 
section 201 of the act. 

(4) The maintenance and use of the interconnections referred to in finding 
(2) above for the purposes of making available to TVA 100,000-kilowatt 
capacity until June 30, 1953, to alleviate the emergency with respect to the 
AEC Oak Ridge and Paducah plants, or the earlier termination of the emer- 
gency referred to, as hereinafter approved, will help serve the emergency 
needs to TVA and be desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The order entered July 22, 1952, with respect to findings (2), (3) and (4), 
be and it hereby is amended as hereinabove indicated. 

(B) In all other respects the order entered July 22, 1952, remains unchanged, 
and in full force and effect. 

Adopted: July 29,1952. Issued: July 30, 1952. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—1963 


On May 27, 1952, El Paso Natural Gas Co. (applicant), a Delaware corporation 
having its principal place of business at El Paso, Tex., filed an application for a 
certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a mainline tap 
near Ehrenberg, Ariz., on applicant’s existing 26-inch California pipeline. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 24, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The facilities herein involved will enable applicant to deliver gas to the 
Arizona Public Service Co. for resale to the Arizona Highway Department inspec- 
tion station at Ehrenberg, Ariz. The estimated requirements are 420 M. ec. f. 
annually and 3 M. ec. f. on peak day. Rates to be charged by applicant will be 
those set forth in its rate schedule “B—1” on file with the Commission. 

Estimated cost of the projects is less than $100 and financing is to be out 
of applicant’s current working funds. 

The Commission finds: 
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(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and therefore is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its January 11, 1944, order in docket No. G—288, 4 F. P. C. 986. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicants’ existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued, the terms and con- 
ditions hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued shall 
be and the same hereby are made subject to the following conditions : 

(i) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, to- 
gether with the date of commencement of operations. 

(ii) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(iii) Applicant shall make the proposed sale and render the proposed service 
initially under applicant’s presently effective rate schedule “B-1” on file with 
this Commission. 

Adopted: July 29,1952. Issued: July 30, 1952. 


Order accepting surrender of license (minor) 
Margaret E. Villiger 
Project No. 1419 


An application was filed April 2, 1951, by Margaret FE. Villiger, licensee for 
minor project No. 1419, for surrender of the license for the project. 
The project, which affected lands of the United States within the Mt. Hood 
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National Forest in Clackamas County, Oreg., consisted of a small timber dam, 
a 600-foot pipeline, an 18-horsepower turbine connected to a 10-kilovolt amperes 
generator, and a half mile of underground transmission line. 

The original license for the project was issued January 27, 1938, to H. F. 
Villiger for a period of 10 years. H. F. Villiger died February 25, 1938, and the 
Commission’s records were changed to show Margaret E. Villiger, his widow, as 
licensee as of February 25, 1988. A new license was issued March 23, 1949, to 
Margaret E. Villiger for a period of 10 years from January 27, 1948. 

Applicant states that due to a fire in 1947 destroying the plant beyond use 
and to a hotel fire in 1950, she desired to cancel the license for the project, the 
energy generated by the project having been used to provide lighting and power 
at her resort. 

The annual charges under the license for the project have been paid through 
the year 1950 and the licensee's copy of the license has been returned. 

The Forest Service has reported that the lands of the United States involved 
have been restored to a condition satisfactory to it. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for minor project No. 1419 is hereby accepted effective 
as of December 31, 1950. 


Adopted: July 29,1952. Issued: July 30, 1982. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Water Power Designation No. 5 and Power 
Site Reserve No. 602 


Docket No. DA—110—Arizona—Lupe Salazar 


An application was filed by Lupe Salazar of Safford, Ariz., for a determina- 
tion under section 24 of the Federal Power Act with respect to certain of the 
following described lands. The United States Geological Survey has recom- 
mended the inclusion of other land similarly situated. 

Gila and Salt River meridian, Arizona: T.658., R. 17 E., see. 13, lots 1 to 8 inel. 
T. 6 S., R. 18 E., see. 7, SEYSEM; see. 8, S1%48%; sec. 9, SWYSWI; sec. 
13, SW14SE\%, SU%SWY,; sec. 14, W%, SIASEY: sec. 15, Ns, N48; sec. 
16, Ns, N%S%; sec. 17, NEY, NIANWY, NWSW, NEYSE: see. 18, 
lots 1, 2, 3, 4, NE%4, EYNWY, WIASEY, NEYSW'4: sec. 23, NINE, 
NEWYNW4,; sec. 24, NEY, NANW\. T.6S8., R. 19 E., sec. 19, lots 1, 2, 3, EY; 
sec. 20, N14484; see. 30, lots 1, 2, SU4ANE4, SEY. 4189.68 acres. 

All of the subject lands are reserved in one or more power withdrawals, water 
power designation No. 5 approved February 9, 1917, power site reserve No. 602 
created April 4, 1917, or the filing for preliminary permit in project No. 730, on 
July 16, 1926 by the Arizona Sodium Production Co., which filing was rejected by 
this Commission on October 12, 1929. 

These lands, which stretch along Arivaipa Creek, a tributary to San Pedro 
River, have power value as reservoir sites, but owing to the appropriation for 
irrigation of the small flow of the stream which has an estimated minimum flow 
of 10 second feet, the probability of power development is remote. 


Interested Federal officials have reported on the application and State officials 
have interposed no objections to the application. 
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The Commission determines: 

The value of the above-described lands will not be injured or destroyed for pur 
poses of power development by location, entry or selection under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of the 
application for restoration or by virtue of this action taken by the Commission. 


Adopted: July 29,1952. Issued: July 30, 1982. 


Order suspending proposed rate schedules 
Southern Counties Gas Co. of California 
Docket No. G—2016 


On June 30, 1952, Southern Counties Gas Co. of California (Southern) filed 
second revised sheet No. 4 and third revised sheet No. 5 to its F. P. C. gas tariff, 
original volume No. 1, containing increased rates and charges which are proposed 
to be made effective as of August 1, 1952. 

Said revised sheets would result in an estimated increase of $495,000 in the 
presently effective rates and charges to the San Diego Gas and Electric Co., 
based on estimated sales for the 12-month period ending July 31, 1953. This 
proposed increase is alleged to reflect a proposed increase in rates filed by 
El Paso Natural Gas Co. which has been suspended by order of the Commission 
issued concurrently with this order. 

The increased rates and charges provided in said proposed second revised 
sheet No. 4, and third revised sheet No. 5 as filed on June 30, 1952, have not 
been shown to be justified and may be unjust, unreasonable, unduly discrimina 
tory or preferential, or otherwise unlawful. 

The California Public Utilities Commission and San Diego Gas and Elecirie 
Co., Southern’s only interstate customer, have advised the Commission that 
they are not opposed to the passing on of the appropriate share of any increased 
cost of purchased gas which Southern may sustain as a result of El Paso’s 
proposal to increase its rates and charges, but San Diego has requested that 
Southern’s proposal be suspended in the event El Paso’s proposed rate increase 
is suspended. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, concern- 
ing the lawfulness of said second revised sheet No. 4 and third revised sheet No. 
5 to Southern’s F. P. C. gas tariff, original volume No. 1, and that said sheets 
and the rate schedules therein contained be suspended as hereinafter provided 
and the use thereof be deferred pending hearing and decision thereon. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held at a time and place to be fixed by further order of 
the Commission concerning the lawfulness of the rates, charges, and classifica- 
tions contained in the aforesaid second revised sheet No. 4, and third revised sheet 
No. 5 to Southern’s F. P. C. gas tariff, original volume No. 1. 

(B) Pending such hearing and decision thereon, said second revised sheet 
No. 4 and third revised sheet No. 5 to Southern’s F. P. C. gas tariff, original 
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volume No. 1, be and the same are hereby suspended and the use thereof is 
deferred until January 1, 1953, and until such further time thereafter as said 
proposed sheets may be made effective in the manner prescribed by the Natural 
Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

(D) The effective date of this order shall be July 31, 1952. 


Adopted: July 31,1952. Issued: August 1, 1952. 


Order dismissing application for certificate of public convenience and necessity 
and terminating proceeding 


Potomac Gas Co. 
Docket No. G—1169 


On July 10, 1952, Potomac Gas Co. (Potomac), a Virginia corporation with its 
principal place of business at Arlington, Va., filed a motion for the dismissal of 
its application in the above-docketed proceeding. 

On February 11, 1949, Potomac filed an application with the Commission for a 
certificate of public convenience and necessity pursuant to section 7 of the Natu- 
ral Gas Act authorizing the acquisition of certain natural-gas transmission pipe- 
line facilities, all as fully described in said application. Hearings were held on 
the said application and on August 15, 1949, the presiding examiner filed an ini- 
tial decision issuing a certificate to Potomac. Exceptions to such initial decision 
were filed by certain parties to the proceeding. Such decision, however, has not 
become final. 

In a subsequent proceeding at docket No. G—1768, by order issued April 15, 
1952, Potomac was granted a certificate to construct and operate certain natural- 
gas transmission pipeline facilities. Such facilities parallel those which Poto- 
mac proposed to acquire herein. Accordingly, Potomac says it seeks to withdraw 
its application herein since there is no longer any reason to acquire the facilities 
sought. 

The Commission orders: 

The application of Potomac Gas at docket No. G-1169 for a certificate of public 
convenience and necessity be and it is hereby dismissed, and the proceeding upon 
such application be and it is hereby terminated. 

Adopted: July 31,1952. Issued: August 5, 1952. 


Order suspending rate schedules 
El Paso Natural Gas Co. 
Docket No. G—2018 


On June 30, 1952, El Paso Natural Gas Co. (El Paso) filed new rate schedules 
to its F. P. C. gas tariff, original volume No. 1, to-wit: fourth revised sheet No. 4 
to supersede third revised sheet No. 4 of rate schedule No. A-1; fourth revised 
sheet No. 6 to supersede third revised sheet No. 6 of rate schedule No. A-2; 
third revised sheet No. 8 to supersede second revised sheet No. 8 of rate schedule 
No. A-3; sixth revised sheet No. 10 and original sheet No. 11—A to supersede fifth 
revised sheet No. 10 of rate schedule No. B-—1, third revised sheet No. 12 of rate 
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schedule B-P-1, third revised sheet No. 19 of rate schedule C-3 and second re- 
vised sheet No. 19-A of rate schedule C-—4; fourth revised sheet No. 11 to super- 
sede third revised sheet No. 11 of rate schedule No. B-2 and second revised sheet 
No. 17 of rate schedule C-2; fourth revised sheet No. 12 cancelling rate schedule 
No. B-P-1; fourth revised sheet No. 13 to supersede third revised sheet No. 13 of 
rate schedule No. B-P-2; fourth revised sheet No. 14-A to supersede third re- 
vised sheet No. 14-A of rate schedule B—P-3; fourth revised sheet No. 15 to 
supersede third revised sheet No. 15 of rate schedule No. C—1; third revised 
sheet No. 17 cancelling rate schedule C-2; fourth revised sheet No. 19 cancelling 
rate schedule C-—3; third revised sheet No. 19—A cancelling rate schedule C—4; 
fourth revised sheet No. 22 cancelling rate schedule No. G—1; fifth revised sheet 
No. 25 cancelling rate schedule No. G—2; and original sheets Nos. 27—B, 27-C, and 
27-D of rate schedule G superseding third revised sheet No. 22, original sheet 
Nos. 23 and 24 of rate schedule G—1, fourth revised sheet No. 25, second revised 
sheet No. 26 and original sheet No. 27 of rate schedule G-2. 

The proposed rates will affect 27 resale customers of El Paso and increase the 
cost of purchased gas on an overall basis by approximately $15,287,000 annually, 
based on anticipated sales for a 12 months’ period, ending July 31, 1953. The 
cost data submitted in support of the increase in rates discloses, among other 
things, that the proposed increase is based primarily on anticipated cost of 
natural gas to be purchased by El Paso which will not occur until 1953. Such 
increase in rates may not be justified. 

The rates, charges, classifications, services, rules, regulations and practices as 
set forth in the aforesaid filing on June 30, 1952, by El Paso Natural Gas Co. 
may be unjust, unreasonable, unduly discriminatory and preferential and place 
an undue burden upon the consumers of natural gas. 

Unless suspended by order of the Commission, the aforesaid original sheets 
Nos. 11—A, 27-B, 27-C, and 27-D: third revised sheets Nos. 8, 17, and 19-A ; fourth 
revised sheets Nos. 4, 6, 11, 19, and 22: fifth revised sheet No. 25; and sixth 
revised sheet No. 10 will become effective as of August 1, 1952, pursuant to the 
provisions of the Natural Gas Act and the general rules and regulations there- 
under. 

The fourth revised sheets Nos. 12, 13, 14-A, and 15, included in the aforesaid 
filing, relate to the sale of natural gas for resale for industrial use only and thus 
are not subject to suspension by the Commission. The third revised sheet No. 12 
which is to be canceled by fourth revised sheet No. 12 provides for the sale of 
natural gas in New Mexico for power plant purposes. The gas for such power 
plants will be sold under the nonresidential service rate schedule. 

Certain of El Paso’s customers and the New Mexico Public Service Commission 
have requested a hearing concerning the lawfulness of the proposed increase in 
rates. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a hearing 
pursuant to authority contained in sections 4 and 5 of the Natural Gas Act 
concerning the lawfulness of the above filing on June 30, 1952, to El Paso’s F. P. C. 
gas tariff, original volume No. 1: and such rate schedules, save and except said 
fourth revised sheets Nos. 12, 13, 14-A, and 15, should be suspended as hereinafter 
provided and use thereof deferred, pending hearing and decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in sections 4 and 5 of the Natural 
Gas Act, a public hearing be held on a date to be fixed by further order of the 
Commission in the hearing room of the Federal Power Commission, 1800 Penn- 
sylvania Avenue NW., Washington, D. C., concerning the lawfulness of the 
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rates, charges, classifications, and services, and the rules, regulations, and prac- 
tices relating thereto, subject to the jurisdiction of the Commission, set forth in 
the aforesaid rate filing by El Paso on June 30, 1952. 

(B) If, after hearing, the Commission shall find that any rate, charge, classi- 
fication, service, rule, regulation, or practice set forth in the aforesaid tariff 
sheets, filed on June 30, 1952, by El Paso, is unjust, unreasonable, unduly dis- 
criminatory or preferential, it will determine and fix by appropriate order just, 
reasonable and nondiscriminatory rates, charges, classifications, services, rules, 









regulations and practices to be thereafter observed and in force. 

(C) Pending such hearing and decision thereon, the aforesaid tariff sheets, 
save and except fourth revised sheets Nos. 12, 13, 14-A and 15, filed on June 30, 
1952, by El Paso, be and they hereby are suspended as provided in section 4 
(e) of the Natural Gas Act, and the use of such sheets is deferred until January 
1, 1953, and until such further time thereafter as said sheets shall be made 
effective in the manner prescribed by the Natural Gas Act. 










(D) Interested State Commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission's rules of practice and 
procedure. 

(FE) The effective date of this order shall be July 31, 1952. 








































Adopted: July 31,1952. Issued: August 1, 1952. 





Order suspending proposed rate schedules 
Texas Gas Transmission Corp. 


Docket No. G—2017 





On July 8, 1952, Texas Gas Transmission Corp. (Texas Gas) filed its F. P. C. 
gas tariff, first revised volume No. 1, containing increased rates and charges 
which are proposed to be made effective as of August 8, 1952. 

Said increased rates and charges would result in an estimated increase of 
$10,555,000 in the presently effective rates and charges, based on estimated sales 
for the 12-month period ending July 31, 1953. 

The proposed increase in rates and charges is, among other things, based on 
claimed increases in cost of gas purchased which may not be realized; upon 
a claimed rate of return of 6 percent for which no support is supplied; and 
upon the inclusion in the claimed rate base, to which the claimed rate of return 
of 6 percent is to be applied, of a working capital provision which disregards 
the availability of Federal income and other tax accruals for this purpose. 

The increased rates and charges provided in said proposed F. P. C. gas tariff, 
first revised volume No. 1, as filed on July 8, 1952, have not been shown to be 
justified and may be unjust, unreasonable, unduly discriminatory or prefer- 
ential, or otherwise unlawful. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, concerning 
the lawfulness of Texas Gas’ F. P. C. gas tariff, first revised volume No. 1, and 
that said first revised volume No. 1 and the rate schedules therein contained 
be suspended as hereinafter provided and the use thereof be deferred pending 
hearing and decision thereon. 






The Commission orders: 
(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held upon a date to be fixed by further order of the Commis- 
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sion concerning the lawfulness of the rates, charges, and classifications contained 
in the aforesaid Texas Gas’ F. P. C. gas tariff, first revised volume No. 1. 

(B) Pending such hearing and decision thereon, Texas Gas’ F. P. C. gas 
tariff, first revised volume No. 1, with the exception of rate schedules I-1, I-2, 
I-3 and I+, covering interruptible industrial gas service, be and the same is 
hereby suspended and the use thereof is deferred until January 8, 1953, and 
until such further time thereafter as said proposed F. P. C. gas tariff, first revised 
volume No. 1, may be made effective in the manner prescribed by the Natural 
Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice and 
procedure. 

(D) The effective date of this order shall be July 31, 1952. 

Adopted: July 31,1952. Issued: August 1, 1952. 


Order allowing conversion tariff to become effective, in part, suspending conver- 
sion tariff, in part, and suspending notices of cancellation 


United Gas Pipe Line Co. 
Docket No. G—2019 


On July 3, 1952, United Gas Pipe Line Co. (United) filed its proposed con- 
version tariff, which, unless suspended, will become effective August 3, 1952, 
and will result in an increase of approximately $9,500,000 to five natural-gas 
pipeline companies, based upon United’s estimated sales for the 12-month period 
ending April 30, 1953. The proposed conversion tariff is designated United 
Gas Pipe Line Company’s F. P. C. gas tariff, original volume No. 1 and original 
volume No. 2. 

Concurrently with its filing of July 3, 1952, and subsequently on July 11, 1952, 
United submitted proposed notices of cancellation of rate schedules on file with 
the Commission covering, in whole or in part, sales of natural gas which United 
alleges are no longer in interstate commerce and subject to the jurisdiction 
of the Commission, or have never been subject to the jurisdiction of the Com- 
mission because they do not involve sales of gas in interstate commerce. The 
proposed notices of cancellation are set forth in appendix A hereof. 

Included in the proposed notices of cancellation is a notice of cancellation 
purporting to cancel, in part, rate schedule F. P. C. No. 73, which covers the 
sale of natural gas by United to Willmut Gas & Oil Co. (Willmut), a distributor 
of natural gas in Mississippi. Willmut objects to such proposed cancellation as- 
serting that the question of the jurisdiction of the Commission over all of United's 
sales to Willmut are at issue in the complaint proceeding entitled Jn the Matter 
of Willmut Gas & Oil Company, et al. v. United Gas Pipe Line Company at 
Docket No. G—1158, in which proceeding hearings have been held, briefs have 
been filed, and the matter is now pending before the presiding examiner for 
initial decision. 

By its proposed conversion tariff and proposed notices of cancellation United 
proposes to supersede all of the rate schedules it has on file with the Commission. 

The principal changes which would be effected by the proposed conversion 
tariff for city-gate sales are the establishment of specific rates for industrial 
gas in lieu of the existing revenue-sharing arrangements, a changeover from 
all-requirement service to specific volumetric obligations upon execution of 
new service agreements, the elimination of tax adjustment clauses and provi- 
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sions relating to negotiation of changes in rates, standardization of measure- 
ment bases and billing practices, and minimum heat content guarantee. 

The proposed conversion tariff respecting sales to and services for United’s 
pipeline customers involves (a) restatements of two rate schedules as rate 
schedules PL-1 and PL-2 without change, (b) proposed substantial increases 
in rates for other sales under the conversion tariff rate schedule PL-3, and 
(c) proposed substantial increases in rates for transportation services under 
the conversion tariff rate schedules T-1, T-2, and T-3. The increases in rates 
approximate $9,500,000 under the proposed conversion tariff rate schedules 
PL-3, T—1, T-2, and T-3. 

United also requests permission, pursuant to section 154.52 of the regulations 
under the Natural Gas Act (18 CFR 154.52), to file the transportation contract 
with Mississippi River Fuel Corp. and three exchange service arrangements, 
now rendered under letter agreements, as special rate schedules to be contained 
in original volume No. 2. No changes are proposed in these arrangements. 

In addition, United filed, pursuant to section 154.85 of the regulations under 
the Natural Gas Act (18 CFR 154.85), statements of the presently effective 
rate schedules, identifying the contract provisions which are not superseded 
by or in conflict with other applicable provisions of the rate schedules and the 
general terms and conditions of the proposed tariff and which are to remain 
in effect. 

United asserts that increased rates are necessary because of the impact of 
the general trend of increasing costs, including the cost of purchased gas, the 
Texas gas gathering tax, proposed payroll increases, and pension costs for 
past service benefits. 

In addition to adjustments to book costs for the foregoing, United’s claimed 
costs of service are premised on a rate base including the total amounts in its 
gas plant acquisition adjustment account which, in whole or in part, may be 
improper for this purpose; and amounts for working capital which have been 
computed without regard to the availability of Federal and other tax accruals 
for such purpose. United also claims a rate of return of 64 percent without 
submitting financial facts in support thereof, income taxes associated with 
such rate of return, and the expense of amortizing the total amounts in the 
aforesaid gas plant acquisition adjustment account on an accelerated basis. 

It appears, therefore, that for these reasons, among others, the proposed in- 
crease in rates and charges as contained in proposed rate schedules PL-3, T-1, 


T-2, and T-3 and changes in conversion tariff provisions relating thereto may be 


unjust, unreasonable, unduly discriminatory or preferential or otherwise unlaw- 
ful, and may place an undue burden upon ultimate consumers of natural gas. 

All of United's customers, as well as interested regulatory agencies, were invited 
to submit comments with respect to the application for the proposed changes in 
rates. Comments have been received from the 5 pipeline customers, 7 city-gate 
customers, and 2 State commissions. Generally, the customers and State com 
missions object to the proposed increase, or assert they are unable to determine 
that the proposed increase is justified, or request that the Commission suspend the 
proposed conversion tariff. 

The Commission finds: 

(1) It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act and to aid in the enforcement thereof in the public interest, that the 
Commission enter upon a hearing pursuant to the authority contained in section 
4 (e) thereof, concerning the lawfulness of the proposed rates, charges, classifica 
tions or services contained in rate schedules PL-3, T-1, T—2, and T-3 as set forth 
in United’s proposed conversion tariff together with the applicable general terms 
and conditions and pre-existing contract statements pertinent thereto; and con- 
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cerning the lawfulness of the proposed notices of cancellation listed in appendix 
A hereof and, pending hearing and decision thereon, that the operation of United's 
proposed rate schedules PL-3, T-1, T-2, and T-3 together with the applicable 
general terms and conditions and preexisting contract statements pertinent there- 
to; and United’s proposed notices of cancellation as set forth in appendix A 
hereof be suspended and the use thereof deferred as provided by the Natural Gas 
Act. In all other respects it is appropriate to permit United’s F. P. C. gas tariff, 
original volume No. 1 and original volume No. 2, including the applicable general 
terms and conditions together with the preexisting contract statements pertinent 
thereto, to become effective as of August 3, 1952. 

(2) Good cause has been shown to permit the filing of the special operating 
arrangements set forth in original volume No. 2 as special rate schedules pur- 
suant to the provisions of section 154.52 of the Commission’s regulations under 
the Natural Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, a 
public hearing be held at a time and place and at a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges, ¢classifica- 
tions or services, subject to the jurisdiction of the Commission, as set forth in 
proposed rate schedules PL-8, T-1, T-2, and T-3 of United Gas Pipe Line Com- 
pany’s proposed F. P. C. gas tariff, original volume No. 1, including the applicable 
general terms and conditions together with the preexisting contract statements 
pertinent thereto; and concerning the lawfulness of the proposed notices of can- 
cellation set forth in appendix A hereof. 

(B) Pending such hearing and decision thereon, United Gas Pipe Line Com- 
pany’s proposed rate schedules PL-3, T—1, T-2 and T-3 as set forth in United Gas 
Pipe Line Company's proposed F. P. C. gas tariff, original volume No. 1, including 
the applicable general terms and conditions together with the preexisting con- 
tract statements pertinent thereto: and United Gas Pipe Line Company's pro- 
posed notices of cancellation set forth in appendix A hereof, be and the same are 
hereby suspended and their use deferred until January 3, 1953, and until such 
further time as such proposed rate schedules, applicable general terms and con- 
ditions together with the preexisting contract statements pertinent thereto, and 
proposed notices of cancellation may be made effective in the manner prescribed 
by the Natural Gas Act. 

(C) In all other respects, United Gas Pipe Line Company’s proposed F. P. C. 
gas tariff, original volume No. 1 and original volume No. 2, including the applicable 
general terms and conditions together with the preexisting contract statements 
pertinent thereto, be and they are hereby allowed to become effective as of August 
3, 1952. 

(D) Nothing contained in this order shall be construed as a waiver of the 


requirements of section 7 of the Natural Gas Act, particularly subsections (b) 
and (c) thereof; nor shall it be construed as constituting approval by this Com- 
mission of any service, rate, charge, classification, or any rule, regulation, con- 
tract, or practice affecting such services or rates provided for in the above- 
described tariff, the applicable general terms and conditions together with pre- 
existing contract statements pertinent thereto; nor shall it be deemed as recogni- 
tion of any Claimed contractual right or obligation affecting or relating to such 
services or rates. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in docket No. G—1142, docket No. 
G-1158, and in any proceeding now pending, or hereafter instituted, by or against 
United Gas Pipe Line Co. 
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(IF) Interested State commissions may participate as provided by sections 1.8 
and 1.57 (f) (18 CFR 1.37 (f)) of the Commission’s rules of practice and pro- 
cedure. 

(G) The effective date of this order shall be July 31, 1952. 


Adopted: July 31,1952. Issued: August 1, 1952. 


ApPENpDIx A.—U N1itrep GAs Pree LINE COMPANY 


Proposed Notices of Cancellation Filed July 3, 1952 


Supple- ie — 
of Customer ment To Rate 


Number Schedule 


Palestine Light, Heat & Power Co 
Louisiana Power & Light Co 

New Orleans Public Service, Inc 
United Gas Corp 

Town of Abita Springs, La 
Village of Deleambre, La 

Town of Glenmora, La 

City of Kaplan, La 

Louisiana Public Utilities Co., Ine 
Village of Sunset, La 

Town of Baldwin, La 

Town of Scott, La 

Louisiana Power & Light Co 
Town of Breaux Bridge, La- 
Arkansas Louisiana Gas Co 
Hattiesburg Gas Co 

Interstate Natural Gas Co 
LaPlace Gas & Fuel Co., Ine 
Reserve Public Utilities Corp 
Village of Gonzales, La 

Norco Gas & Fuel Co., Ine 

Joseph Hotard 

Town of Denham Springs, La 
Suburban Utilities, Ine 

Gulf South Utilities, Ine 

United Gas Corp 

United Gas Corp 
United Gas Corp 
United Gas Corp 
United Gas Corp 

United Gas Corp 

Willmut Gas & Oil Co 
Louisiana Power & Light Co 
Louisiana Power & Light Co 


! Cancelled in part 
2 This notice was filed on July 11, 1952 


Findings and order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G—1971 


On June 4, 1952, Southern Natural Gas Co. (applicant), a Delaware corpora- 
tion having its principal place of business at Birmingham, Ala., filed an applica- 
tion for a certificate of public convenience and necessity authorizing the con- 
struction and operation of a line tap, a meter, and other equipment for the meas- 
urement and delivery of gas at a point near the mile post 23.5 on applicant’s 
Vicksburg branch line in Warren County, Miss. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 


July 29, 1952 respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 


The facilities herein considered will permit applicant to deliver natural gas to 
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a new main line industrial customer, King’s Gin Co., Inc. Such gas will be used 
for fuel in cotton ginning operations in the estimated amount of 192 M. c. f. per 
day for 2 months and 64 M. c. f. per day for 4 months per year, the plant operat- 
ing for only 6 months during the year. Proposed deliveries of gas will be sub- 
ject to interruption by applicant for any cause whatsoever on not less than 2 
hours’ notice. 

The estimated cost of the project is $1,700 and the proposed financing will be 
out of applicant’s current funds. 

The Commission finds: 

(1) Southern Natural Gas Co., a Delaware corporation having its principal 
place of business at Birmingham, Ala., owns and operates a natural-gas trans- 
mission pipeline system located in the States of Texas, Louisiana, Mississippi, 
Alabama, and Georgia, and by such operations, applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act as 
heretofore found by the Commission in its order of October 6, 1942, in docket No. 
G—296, 3 F. P. C. 822. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The public convenience and necessity require the attachment to the exer- 
cise of rights granted under the certificate issued the terms and conditions here- 
inafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.382 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbe- 
fore described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued 
shall be and is hereby made subject to the following conditions: 

(i) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, to- 
gether with the date of commencement of operations. 

(ii) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the provi- 
sions of the Natural Gas Act, and any pertinent rules, regulations, or orders here- 
tofore or hereafter issued by the Commission. 


Adopted: July 31, 1952. 





Issued: August 4, 1952. 
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Findings and order issuing a certificate of public convenience and necessity 
Lopeno Gas Co. 
Docket No. G—1977 


On March 3, 1952, Lopeno Gas Co. (applicant), a Texas corporation having its 
principal place of business at Dallas, Tex., filed an application in docket No. 
G-—1902, which was supplemented on April 7, 1952 and on April 15, 1952, for an 
order pursuant to section 3 of the Natural Gas Act, authorizing the importation 
of natural gas from the Republic of Mexico into the United States for sale to 
United Gas Corp. (United) for resale in the village of Roma, Starr County, Tex. 

On March 8, 1952, applicant filed an application in docket No. G—1903, for a 
Presidential permit pursuant to Executive order No. 8202, dated July 15, 1939, 
authorizing the construction, operation, maintenance, and connection at the bor- 
ders of the United States of facilities for the importation of natural gas from 
the Republic of Mexico into the United States. 

On June 19, 1952, applicant filed an application in docket No. G-1977, which 
was supplemented on July 14, 1952, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the operation 
of certain river-crossing facilities at the international boundary of the United 
States and Mexico, extending from the international boundary to a point of con- 
nection within the United States with the natural-gas distribution facilities of 
United in Roma, Tex. 

Temporary authorization to operate said facilities was granted on July 23, 
1952. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 28, 1952, concerning the matters involved and the issues presented by said 
application, as supplemented. No protest to the application, as supplemented has 
been received. 

The record in these proceedings shows that applicant presently sells natural 
gas produced in the Lopeno gas field to United and trausports such gas by means 
of a transmission line approximately 25 miles in length, extending from the 
Lopeno field to the Rio Grande in the vicinity of Roma, Tex., and consisting of 8- 
inch, 10-inch, and 12-inch pipe. Applicant also transports through these facilities 
natural gas for export to Compania Mexicana de Gas, S. A. (Compania) pursuant 
to an order of the Commission issued on December 13, 1950, in Docket No. G—1462, 
9 F. P. C. 1317, and Presidential permits issued on November 1, 1928, and January 
11, 1935, which have been transferred and assigned to applicant. 

The record further shows that Compania has advised applicant that it will not 
buy any gas hereafter under its gas purchase agreement with applicant, but 
that it hereafter will purchase all of its gas requirements in the Republic of 
Mexico. It is shown by the record that the largest quantity of the gas transported 
by applicant’s pipeline is delivered to Compania and that the total volume 
delivered to Roma, Tex., is approximately 500 M. ¢. f. per month. Applicant 
represents that the loss of the sale of gas to Compania will make the continued 
operation of its facilities unprofitable and that any attempt to supply the require- 
ments of Roma, Tex., only through such facilities will result in substantial 
operating loss to applicant. Accordingly, applicant now proposes to discontinue 
the operation of that portion of its pipeline now used for transportation of 
natural gas from the Lopeno gas field to Roma, Tex., and to continue the 
operation of the remainder of said pipeline consisting of two parallel 8-inch 
pipelines supported from the international bridge and extending from a point in 
Roma, Tex., to a point midway of said bridge where said lines connect with the 
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facilities of Compania, and a single 10-inch and 8-inch pipeline extending from 
a point in Roma, Tex., to a point of connection in the river bed of the Rio Grande 
River at the international boundary with the facilities of Compania. 

Applicant proposes to supply the requirements of Roma, Tex., by importing 
natural gas purchased from Petroleos Mexicanos (Pemex), a decentralized public 
institution of the Mexican Government, authorized to carry out all the operations 
relating to the oil industry of Mexico, including the sale of the products thereof. 
Applicant has entered into a contract with Pemex, dated July 10, 1952, for a 
term of 10 years commencing July 25, 1952, under the provisions of which Pemex 
has agreed to deliver up to 1,500 M. ¢. f. per month of natural gas to applicant 
at the point where the facilities of applicant hereinbefore described connect with 
those of Compania. Applicant, by contract dated January 5, 1951, has succeeded 
to the rights and obligations of United Gas Pipe Line Co. to sell natural gas to 
United for resale and distribution in the village of Roma, Tex. 

On March 21, 1952, applicant was notified by the Railroad Commission of Texas 
that it will be satisfactory with that Commission for applicant to remove its 
pipeline between the Lopeno gas field and Roma, Tex. The facilities herein- 
before described, by means of which applicant proposes to transport and sell 
natural gas for resale to United, are the same facilities which have been utilized 
by applicant for the exportation of natural gas from the United States into Mexico 
pursuant to authorizations heretofore granted by the Commission. No new 
facilities are proposed to be constructed by applicant in connection with its 
proposed operations. 

On July 18, 1952, a Presidential permit authorizing the construction, operation, 
maintenance and connection of facilities at the border of the United States for 
the importation of natural gas from Mexico, as requested in docket No. G—1908, 
was signed by the President. On July 18, 1952, said permit was accepted by 
applicant through its attorney, pursuant to a resolution of the board of directors 
of applicant adopted on July 17, 1952. 

On July 25, 1952, the Commission issued an order in docket No. G—1902 
authorizing applicant to import natural gas into the United States from Mexico 
as requested in its application filed in said docket. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities natural-gas transmission 
pipeline facilities located in the State of Texas and extending from a point in 
or near the village of Roma, Tex., to the international boundary of the Republic 
of Mexico; upon the commencement of operations as herein proposed, applicant 
will be engaged in the transportation and sale of natural gas produced in the 
Republic of Mexico for resale in the United States for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and will be, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas for resale for ultimate public consumption, 


subject to the jurisdiction of the Commission, and the operation thereof by appli- 


cant is subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed operation of the facilities hereinbefore described, by appli- 
cant, is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 





APPENDIX—ORDERS 1169 


(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of section 1.32 (b) of the Commission’s Rules 
of Practice and Procedure (18 CFR 1.32 (b)) having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing applicant to operate the facilities hereinbefore described, 
all as more fully described in the application, as supplemented, in docket No. 
G-—1977, for the transportation and sale of natural gas as therein set forth subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate is not transferable, and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
date of commencement of the operations hereby authorized. 


Adopted: July 31,1952. Issued: August 4, 1952. 


Order issuing license (minor part) 
Montana Phosphate Products Co. 
Project No. 2103 


Application was filed March 25, 1952 by Montana Phosphate Products Co. of 
Spokane, Wash., for license under the Federal Power Act (hereinafter referred 
to as the act) for a minor part license for project No. 2108 located on Cedar Creek, 
a tributary of Pend d’Oreille River in Stevens County, Wash., affecting public 
lands and International Boundary Reserve of the United States. 

The proposed project would consist of : 

All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands nec- 
essary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being shown and described by a certain ex- 
hibit which formed part of the application for license and which is designated 
and described as follows: 

Erhibit J-K—(F. P. C. No. 2103-1) entitled “Waneta project—general map” 
signed Montana Phosphate Products Company by R. B. Shelledy, president, on 
March 21, 1952. 

The lands, totaling 2.32 acres of which 2.276 acres are public lands of the 
United States, are located along Cedar Creek in Stevens County, Wash., adja- 
cent to the International Boundary and are a minor part of a complete hydro- 
electric development; the more complete development being located in Canada 
on Pend d’Oreille River and consisting of a dam, a powerhouse which will con- 
tain an ultimate installation of 360,000 kilovolt amperes and a reservoir with 
nominal water surface at elevation 1,521 feet extending up Pend d’Oreille River 
about six miles. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Washington and has submitted satisfactory evidence of compliance with 
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the requirements of all applicable State laws insofar as necessary to effect the 
purposes of the license. 

(2) No conflicting application is before the Commission. 

(3) The minor part of the project does not affect any Government dam, nor 
will the issuance of a license, as hereinafter provided, affect the development 
of any water resources for public purposes which should be undertaken by 
the United States itself. 

(4) A license subject to and containing conditions as hereinafter provided will 
not interfere or be inconsistent with any purposes for which the International 
3oundary Reserve was created. 

(5) The amount of annual charges to be paid by the licensee under the license 
for reimbursing the United States for costs of administration of part I of the 
act, and for recompensing it for use, occupancy and enjoyment of its land is 
reasonable as hereinafter fixed and specified. 

(6) The exhibit designated and described in the second paragraph of this 
order conforms substantially with the Commission’s rules and regulations. 

(7) The part of the project affecting the land of the United States involved 
is a minor part only of a complete project. 

(8) It will be in the public interest to waive the following terms and condi- 
tions of part I of the act: 

Section 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22 and 23 (a) 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued under sections 4 (e) and 10 (i) of the act to Montana 
Phosphate Products Co. (hereinafter referred to as the licensee) for a period of 
50 years, effective as of August 1, 1952, for the operation and maintenance of 
minor part project No. 2103, subject to the terms and conditions of the act which 
is hereby incorporated by reference as a part of this license (except that the terms 
and conditions of part I of this act referred to in finding (8) above are hereby 
waived to the extent therein specified), and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of this act. 

(B) The exhibit referred to in paragraph (6), above, is approved as part of 
the license. 

(C) This license is subject also to the following terms and conditions, desig- 
nated as articles herein : 

Article 1. No substantial change shall be made in the map described and desig- 
nated as exhibit J-K and approved by the Commission in its order as part of the 
license, until such change shall have been approved by the Commission : Provided, 
howevcr, That if the licensee or the Commission deems it necessary or desirable 
that said approved exhibit be changed, there shall be submitted to the Com- 
mission for approval amended, supplemental, or additional exhibit or exhibits cov- 
ering the proposed change which, upon approval by the Commission, shall become 
a part of the license and shall supersede, in whole or in part, such exhibit or 
exhibits theretofore made a part of the license as may be specified by the 
Commission. 

Article 2. The project area shall be in conformity with the approved exhibit 
referred to in article 1 hereof. If the licensee shall contemplate any substantial 
alteration in or addition to the project area, the licensee shall submit to the 
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Commission for approval amended, supplemental, or additional exhibits as pro- 
vided in article 1 hereof to show and describe such alteration or addition, together 
with the statement in writing setting forth the reasons which necessitate or jus- 
tify such alteration or addition. Except when emergency shall require for the 
protection of life, health, or property, no substantial alteration or addition not in 
conformity with the approved exhibit shall be made under the license without 
the prior approval of the Commission. 

Article 3. The clearing and maintenance of the project area under this license, 
whether or not conducted upon lands of the United States, shall be subject to the 
inspection and supervision of the Regional Engineer, Federal Power Commission 
at San Francisco, Calif., who shall be the authorized representative of the Com- 
mission for such purposes. The licensee shall furnish to said representative such 
information as he may require concerning the clearing and maintenance of the 
project area, and shall notify him of the date upon which work with respect to 
any clearing will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension of 
work for a period of more than one week, and of its resumption and completion. 
The licensee shall allow said representative and other officers or employees of 
the United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands in the performance of their official duties. 

Article 4. The licensee shall clear the bottom and margins of all reservoirs up 
to high-water level, and shall dispose of all temporary structures, unused timber, 
brush, refuse, or inflammable material resulting from the clearing of the lands. 
In addition, all trees along the margins of reservoirs which may die during oper- 
ation of the project shall be removed. The clearing of the lands and the disposal 
of the material shall be done with due diligence and to the satisfaction of the 
authorized representative of the Commission. 

Article 5. Timber on lands of the United States cut, used, or destroyed in the 
clearing of said lands shall be paid for in accordance with the requirements of 
and at the current stumpage rates applicable to the sale of similar timber by the 
agency of the United States having jurisdiction over said lands; and all slash 
and debris resulting from the cutting or destruction of such timber shall be dis- 
posed of as the officer of such agency may direct. 

Article 6. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do every- 
thing reasonably within their power, both independently and upon request of 
officers of the agency of the United States having jurisdiction over the Govern- 
ment lands involved, to prevent and suppress fires on or near lands occupied 
under the license. 

Article 7. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, oc- 

“asioned by the construction, maintenance or operation performed under this 
license. Arrangements to meet such liability, either by compensation for such 
injury or destruction, or by reconstruction or repair of damaged property, or 
otherwise, shall be made with the appropriate department or agency of the 
United States. 

Article 8. The licensee shall interpose no objections to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
or body of water, natural or artificial, used by the licensee or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body of 
water, natural or artificial, used by the licensee and covered by the license. 
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Article 9. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the proj- 
ect land, conduits, chutes, ditches, railroads, roads, trails, telephone lines, and 
other means of transportation and communication not inconsistent with the en- 
joyment of said lands by the licensee for the purposes stated in the license. 


This article shall not be construed as conferring upon the licensee any right of 


use, occupancy, or enjoyment of the lands of the United States other than pro- 
vided for in this license. 

Article 10. Upon abandonment of the project the licensee shall restore lands 
of the United States to a condition satisfactory to agency having jurisdiction 
over the lands and shall fulfill such other obligations under the license as the 
Commission may prescribe. 

Article 11. The right of the licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for reservoir flowage 
purposes, shall absolutely cease at the end of the license period, unless a new 
license is issued pursuant to the then existing laws and regulations. 

irticle 12. The licensee shall pay to the United States the following annual 
charges : 

(1) For the purpose of recompensing the United States for the cost of admin- 
istration of part I of the act, $5.00; and 

(2) For the purpose of reimbursing the United States for the use, occupancy 
and enjoyment of its lands, $2.28. 

Article 13. The issuance of this license shall not be considered or construed 
as waiving or otherwise impairing in any degree the right of the United States, 
pursuant to the Boundary Waters Treaty signed at Washington on January 11, 
1909 (36 Stat. 2448), or its permittees or licensees, to make such diversion or 
use, temporary or permanent, as may be permitted by the treaty, of all waters on 
its own side of the international boundary which in their natural channels would 
flow across the boundary or into boundary waters. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such application shall constitute acceptance of this license. 
In acknowledgement of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Adopted: July 31,1952. Issued: August 5, 1952. 


Order denying application for transfer of amounts to earned surplus and 
authorizing transfer to Other reserves account 


Southern California Gas Co. 
Docket No. G-1556 


By letter-application dated April 18, 1952, the Southern California Gas Co. 
requests permission to transfer $3,000,000 from its reserve for possible tax 
deficiencies to earned surplus. In support of the proposal, the company advises 
that all of its tax returns through 1948 have been audited and closed by the 
Bureau of Internal Revenue and that the revenue agent has completed his audit 
of the 1949 return but has not completed his report thereon. Making allowances 
for possible change in the revenue agent’s report in Washington, the company 
estimates that the maximum charges against the reserve, including interest on the 
estimated tax deficiencies, will not exceed $1,391,000. The above circumstances 
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indicate that the reserve for tax deficiencies is excessive by an amount at least 
equal to the proposed transfer of $3,000,000 to earned surplus, since the reserve for 
possible tax deficiencies is $4,742,327. 

The reserve for possible tax deficiencies was created pursuant to this Com- 
mission’s order of February 12, 1951, as amended on March 2, 1951. By that 
order, the Commission, among other things, authorized the company to transfer 
$12,000,000 from its reserve for depreciation to various reserve accounts, includ- 
ing $3,363,000 to a reserve for possible tax deficiencies for the calendar years 1945 
through 1949, resulting from changes in annual allowances for depreciation 
pursuant to decision No. 44741 of the California Commission. 

The Commission's order of February 12, 1951, specified that no charges should 
be made to the reserve for possible tax deficiencies, and to the other reserve 
accounts, without prior approval of this Commission, and, further, that the dis- 
position of any balance remaining in those reserves should be subject to further 
order of the Commission. 

In the order of February 12, 1951, 10 F. P. C. 734, the Commission said : 


It is, of course, a sound principle of utility regulation that no transfer 
should be permitted from depreciation reserve to earned surplus which would 
have the effect of thereby making available for distribution as dividends 
amounts previously contributed by ratepayers to defray operating expenses, 
including depreciation charges (cf. Washington Gas Light Co. v. Baker, 
188 F. 2d 11 (C. A. D. C. 1950), * * *. 


The proposal of the company to transfer the balance of $3,000,000 of the reserve 
for possible tax deficiencies to earned surplus would not, in the Commission’s 
opinion, be consistent with the regulatory principle referred to above. It is the 
Commission's view that the transfer of the amount to earned surplus, where it 


then could be distributed as dividends, would not be consistent with the public 


interest, but that a transfer to account 258, Other reserves, to be held as a 
reserve against which charges could be made without conflicting with said 
principle. 

The Commission finds: 

(1) It is not reasonable and appropriate for the purposes of the Natural Gas 
Act to approve the transfer to earned surplus of the amount of $3,000,000 from 
the reserve for possible tax deficiencies. 

(2) It is reasonable and appropriate for the purposes of the Natural Gas Act 
to approve the transfer of the amount of $3,000,000 to account 258, Other reserves, 
as hereinafter ordered. 

The Commission orders: 

(A) The letter-application of Southern California Gas Co, for authority to 
transfer $3,000,000 from the reserve for possible tax deficiencies to earned surplus 
be, and the same is hereby, denied. 

(B) Southern California Gas Co. is hereby authorized to transfer $3,000,000 
from its reserve for possible tax deficiencies to account 258, Other reserves, 
provided that such amount be held in that reserve subject to further order of the 
Commission for charges which will not conflict with the regulatory principle 
referred to in this order. 


Adopted: July 31, 1952. Isswed: August 6, 1952. 
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Supplemental order confirming and approving rates for experimental service 
Bonneville Project, Columbia River, Washington-Oregon 
Docket No. IT-5519 


On June 12, 1952, Bonneville Power Administration (Bonneville), through the 
Secretary of the Interior, filed for confirmation and approval, by the Federal 
Power Commission, pursuant to the provisions of the Bonneville Act (50 Stat. 
731), as amended, an amendment dated January 14, 1952, to contract of August 
12, 1944, with the Bureau of Mines, United States Department of the Interior. 

By the contract dated August 12, 1944, between Bonneville and the Bureau 
of Mines, designated contract No. Ibp-4161, it was provided that Bonneville 
was to deliver up to 2,000 kilowatts of electric power to Bureau of Mines’ 
Northwest electrodevelopment laboratory, Albany, Oreg., for experimental pur- 
poses for the term and at the rates and charges specified therein, which rates 
and charges were approved by order of the Commission entered March 23, 1945. 

By supplemental agreement No. 1 to contract No. Ibp-4161, dated January 
14, 1952, between the parties to the original agreement identified above, it is 
provided that the agreement between the parties be modified by the substitution 
of 5,000 kilowatts for 2,000 kilowatts with respect to the electric power to be 
supplied. No other modification of the agreement between the parties is 
indicated. 

The Secretary of the Interior states that the Bureau of Mines is expanding 
its developmental work at this laboratory and has requested that the supply of 
power to meet its requirements under the provisions of the contract therefor 
be increased from 2,000 kilowatts to a total of 5,000 kilowatts. 

The Commission finds: 

It is appropriate for the purposes of the Bonneville Act that the rates and 
charges contained in the contract of August 12, 1944, to be made applicable to 
the increased quantity of electric power to be supplied to the Bureau of Mines 
as contained in the supplemental agreement referred to above, be confirmed 
and approved for such increased quantities of power. 

The Commission orders: 

The rates and charges, contained in the contract of August 12, 1944, approved 
by order entered March 23, 1945, to be made applicable to the increased electric 
power to be supplied the Bureau of Mines as provided for in the supplemental 
agreement No. 1 to contract No. Ibp-4161 referred to hereinbefore, are con- 
firmed and approved for such increased quantities of electric power upon the 
condition that such approval shall not be considered as establishing any prece- 
dent with respect to rates and charges for other power and energy sold by 
Bonneville. 


Adopted: July 31, 1952. 











Issued: August 6, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 


Docket No. G—1960 









On May 22, 1952, Texas Eastern Transmission Corp. (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
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section 7 of the Natural Gas Act, authorizing the construction and operation of 
a 24-inch underground pipeline crossing of the Arkansas River at a point near 
Little Rock, Ark., as more fully described in said application on file with the 
Commission and open to public inspection. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 29, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The record shows (hat the proposed facilities will include approximately 
11,000 feet of pipeline connecting applicant’s existing interstate transmission 
system on each side of the Arkansas River, and that said facilities will enable 
applicant to more adequately insure that it can continue to render adequate 
service to its customers. 

Estimated cost of the proposed facilities is $656,000, to be financed out of 
applicant’s funds on hand. 

‘The Commission finds: 

(1) Texas Eastern Transmission Corp., a Delaware corporation having its 
principal place of business at Shreveport, La., is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and is, therefore, a “natu- 
ral-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of October 10, 1947, in docket No. G—SS8O0, 
6 F. P. C. 148. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the re- 
quirements of subsection (¢) of section 7 of the Natural Gas Act. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, together 
with the date of commencement of operations. 

(C) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: July 31,1952. Issued: August 7, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Mississippi River Fuel Corp. 
Docket No. G—1975 


On June 12, 1952, Mississippi River Fuel Corp. (applicant) filed an application 
for a certificate of public convenience and necessity pursuant to section 7 of the 


Natural Gas Act authorizing the construction and operation of a 2-inch tap and 


a metering and regulating station connecting with its line No. 1 in Morehouse 
Parish, La., for the delivery and sale of natural gas, on an interruptible basis, 
to Mid-Valley Pipe Line Co. (Mid-Valley), or, in the alternative, for a disclaimer 
of jurisdiction by the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 28, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The record shows that sale of gas by applicant to Mid-Valley will amount to 
approximately 100,000 M, ¢. f. per year, and that such sales will be made upon 
an interruptible basis contingent upon the availability of gas to applicant for 
such sales. Cost of the proposed facilities is $3,390, which applicant proposes to 
finance out of cash on hand. 

The record further shows that gas sold by applicant to Mid-Valley will be 
used by Mid-Valley as fuel in the operation of a crude oil pumping station on 
Mid-Valley’s pipeline system at Stevenson, La., and that operation of the sta- 
tion will add 40,000 barrels of crude oil per day to the capacity of Mid-Valley’s 
oil pipeline. 

It appears that the gas to be sold to Mid-Valley will be compressed at applicant's 
main Perryville compressor station in the Monroe gas field, La., will be trans- 
ported northward in applicant’s line No. 1, which extends from the Monroe 
field northward to Illineis, and will be delivered to Mid-Valley at a point near 
Stevenson, La. It further appears that some of the gas compressed at ap- 
plicant’s Perryville station is produced in Texas and commingled with gas pro- 
duced in Louisiana. 

Applicant filed on July 29, 1952, a stipulation in which it stated that an in- 
determinate quantity of the natural gas to be sold and delivered by means of 
the facilities proposed herein will be produced in the State of Texas. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at 407 North Sth Street, St. Louis, Mo., owns and operates, among other facilities, 
a natural-gas transmission system located in the States of Texas, Louisiana, 
Arkansas, Missouri, and Illinois, and by such operations is engaged in the trans- 
portation and sale of natural gas in interstate commerce for ultimate public con- 
sumption, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, and heretofore found by the Commission in its order of 
March 1, 1944, in docket No. G-291, 4 F. P. C. 535. 

(2) The facilities to be constructed for which applicant requests a certificate 
of public convenience and necessity are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 
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(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of rule 1.32 (b) (18 CFR 1.32 
(b)) having been satisfied, sufficient cause exists for the Commission forthwith 
to render its final decision in the instant proceeding. 

(>) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application hereinbefore mentioned, 
and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
completion date or dates of the construction of the facilities hereinbefore 
described, together with the date or dates of commencement of operations. 

(C) The certificate herein issued applicant is not transferable, and shall be 
effective only so long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 


Adopted: July 31,1952. Issued: August 7, 1952. 


Order approving and directing disposition of amounts classified in account 100.5 
and account 107 


Central Louisiana Electric Co., Inc. (Suecessor to Gulf Public Service Co., Inc.) 


Gulf Public Service Co., Inc., Lafayette, La., on August 19, 1949, filed its 
reclassification and original cost studies of electric plant as of January 1, 1937, 
in accordance with electric plant accounts instruction 2—-D of the Uniform 
System of Accounts prescribed for public utilities and licensees, and the Commis- 
sion’s order of May 11, 1937, relating thereto. The filed studies relative to the 
electric plant of the company included the properties purchased from Louisiana 
Public Utilities Co., Ine., on November 9, 1946. Original cost information was 
filed by Louisiana Public Utilities Co., Inc., on June 17, 1940 and July 31, 1940, 
and revised studies were submitted on November 27, 1942. <A partial disposition 


97 
=‘, 


of the excess over original cost disclosed by the studies filed on November 
1942 was made pursuant to the Commission's order of December 29, 1942, docket 
No. IT-5811, 3 F. P. C. 882. 

As a result of a field examination which was completed April 1951, and after 
conferences between the company representatives and the Commission's staff, a 
tentative agreement was reached relative to the adjustment of plant accounts 
and the disposition of such adjustments. Subsequent to the completion of the 
field examination, Gulf Public Service Co., Inc., was acquired by and merged with 
Central Louisiana Electric Co., Inc., Alexandria, La., on November 30, 1951. The 
latter company on December 15, 1951, transmitted copies of journal entries to 
reflect the plant adjustments proposed by the Commission staff with respect to 
Gulf Public Service Co., Inc., and made application for Commission approval of 
its proposed plan for the disposition of the remaining amounts classified in 
plant adjustment accounts. 
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The amounts classified in plant adjustment accounts as set forth in the studies 
filed by Central Louisiana Electric Co., Inc., and as established by the Commis 
sion’s staff upon the completion of the field examination are as follows: 


Account 100.5 
Electric plant 
acquisition 
adjustments 


Account 107 
Electric plant 
Adjustments 


| 
ary al cost studies as of December 31, 1947: 


As filed by the company $653, 919. 47 ($195, 971. 30) 

Sts uff ¢ adjustments Sacks a aon . " ‘ 8, 504. 00 57, 773. 09 

Revised cost studies as filed by company 662, 423. 47 (138, 198. 21) 
Dispositions by company between December 31, 1947 and time of field 

examination eveaen a ; Sinkodee pesuauenne 5, 291. 26 (138, 198. 21) 


Balance remaining for disposition adasl 77, 132.2 57, 773. 09 


( ) Denotes credit amounts. 


The Central Louisiana Electric Co. proposes to charge the amount of $477,132.21 
classified in account 100.5 to account 271, Earned surplus and to dispose of the 
amount of $57,773.09 classified in account 107 by charges of $32,980.22 to account 
250.1, Reserve for depreciation ; $23,930.10 to account 270, Capital surplus; and 
$862.77 to account 271, Earned surplus. 

The proposed dispositions of plant adjustments classified in account 107 result 
in a charge of $32,980.22 to account 250.1, Reserve for depreciation. On the basis 
of the staff’s review of the company’s depreciation practices in prior years, it 
appears that accruals of depreciation applicable to the adjustments have been 
made to the extent of the proposed charges. 

The Commission finds: 

The proposed disposition of the remaining debit amounts of $477,132.21 and 

$57,773.09 classified in accounts 100.5 and 107, respectively, in the manner de- 
scribed above, is reasonable and appropriate for the purposes of the Federal 
Power Act. 

The Commission orders: 

The disposition by Central Louisiana Electric Co., Inc., successor to Gulf Public 
Service Co., Inc., of the amount of $477,132.21 classified in account 100.5 by a 
charge to account 271, Earned surplus, and the disposition of the amount of 
$57,773.09 classified in account 107, by charges of $32,980.22 to account 250.1, 
Reserve for depreciation, $23,930.10 to account 270, Capital surplus, and $862.77 
to account 271, Earned surplus, are hereby directed and approved. 


Adopted: July 31,1952. Issued: August 7, 1952. 


Order amending license 


Puget Sound Power & Light Co. and Publie Utility District No. 1 of Chelan 
County, Wash. 


Project No. 943 


Pursuant to the Commission’s order of May 1, 1951, an application was filed 
May 29, 1951, by Puget Sound Power & Light Co. and Public Utility District No. 1 
of Chelan County, Wash. (district) for amendment of the license for the Rock 
Island project on the Columbia River, Wash., project No. 943, to make the district 
a joint licensee to the extent that it will own, operate or maintain certain project 
works at the project as provided in a certain lease agreement and an operating 
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agreement entered into by both parties on April 26, 1951 and to provide for certain 
physical changes in the project. 

Under the lease and operating agreements the district agreed to increase the 
height of the piers on the dam; to install steel crest gates with tops at elevation 
604 feet, USGS datum; to enlarge the powerhouse and install six additional 
34,000 horsepower turbines, with generators, transformers, auxiliary and control 
equipment and appurtenances ; to make the necessary excavations of rock in the 
tailrace for adequate discharge downstream; and to construct two single-circuit 
115-kilovolt transmission lines from the powerhouse for a distance of about 4 
miles. Article 2 of the license is hereinafter revised to show the changes. It is 
estimated that the additional facilities will cost approximately $33,600,000. 

In its order of May 1, 1951 the Commission directed the district to commence con- 
struction of the additional project works as part of the project by June 1, 1951 and 
to complete same by September 1, 1953. Construction has been continuing in order 
to start operation of the first two vnits in September 1952, with the five addi- 
tional units coming into operation at approximately 45-day intervals. 

The application states that the electric energy generated by the project will 
be disposed of in accordance with the lease agreement. Initially the major por- 
tion of the additional power produced will be used in the vicinity of the project 
in the reduction of aluminum. The applicants operate and propose to operate 
electric power plants and facilities only in the State of Washington. 

The Chief of Engineers, U. S. Army, reported that the plans of those project 
structures which may affect navigation have been examined and found satis- 
factory insofar as the interests of navigation are concerned; that the terms and 
conditions in the existing license, as amended, protect the interests of naviga- 
tion; that additional terms and conditions to cover the pending amendment are 
not necessary, and that the plans for the additions to the project have been ap- 
proved by the Secretary of the Army and the Chief of Engineers in accordance 
with section 4 (e) of the act. The Chief of Engineers also recommended that any 
addition or modification of the Rock Island project be made compatible, insofar 
as practicable, with the Priest Rapids project which is authorized for construc- 
tion by the United States and is to be located immediately downstream. How- 
ever, until extensive studies have been made of the probable methods of operation 
for the two projects, the magnitude of the losses in power output at the Rock 
Island plant cannot be determined and the matter should be decided at a later 
time. 

The Secretary of the Interior has reported upon the application with certain 
recommendations which have been considered. A number of conferences have 
been held by representatives of the Commission’s staff, representatives of the 
district, the Secretary of the Interior, the State of Washington Department of 
Fisheries and Department of Game, the Bonneville Power Administration, and 
others in an effort to reach a practicable solution to the fish problems presented. 
Agreement has been reached with respect to alterations and modifications to be 
made immediately in the left, middle, and upper right ladders but full agreement 
has not been reached with respect to the procedure to be followed in determining 
whether any alteration or modification of the lower right ladder will be made in 
the future or upon a condition which would preserve any legal right the licensees 
have under the license prior to this amendment to refuse to modify or alter in the 

future any fish facilities included as parts of the project. It is believed that the 
license conditions hereinafter provided will accomplish the desired results in a 
practical manner. 

The Commission finds: 

(1) The two applicants should be made joint licensees as requested, and, as 
previously found, each applicant has submitted satisfactory evidence of com- 
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pliance with the laws of the State of Washington insofar as necessary to effect 
the purposes of a license for the project. 

(2) The District has submitted satisfactory evidence of its ability to finance 
construction of the additional facilities which are estimated to cost approxi- 
mately $33,600,000. 

(3) No conflicting application is before the Commission. Public notice of the 
amendment has been given as required by the act. 

(4) The issuance of the amendment applied for, as hereinafter provided, will 
not prevent the development of any water resources for public purposes which 
should be undertaken by the United States. 

(5) The amendment of article 2 of the license, as hereinafter provided, is 
necessary to show the project works presently authorized. 

(6) The license, amended as hereinafter provided, will not interfere or be in- 
consistent with the purposes of any reservation or withdrawal of public lands. 

(7) Upon the terms and conditions of the license as hereinafter amended the 
project is best adapted to a comprehensive plan for improving and developing 
the Columbia River for the use and benefit of interstate and foreign commerce, 
for the improvement and utilization of water power development, and for other 
beneficial public uses, including recreational purposes. 

(8) The conditions in articles 39, 40, and 41, hereinafter added to the license, 
are reasonable and proper for the protection of fishlife and for other purposes 
of the license. 

(9) The authorized installed capacity of the project now specified in article 
26 of the license for annual charge purposes is 252,000 horsepower. The project 
now has four turbines installed, each rated at 21,000 horsepower. The license 
amendment hereinafter provided includes as parts of the project six additional 
turbines each rated at 34,000 horsepower. The total installed capacity of the 
project after giving effect to the amendment hereinafter provided will be 288,000 
horsepower, which is the ultimate authorized installed capacity of the project. 

(10) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of part I 
of the act and for recompensing it for the use, occupancy and enjoyment of its 
lands is reasonable as hereinafter fixed and specified. 

(11) (a) The following exhibits filed as part of the application conform to the 


Commission’s rules and regulations and should be approved as parts of the 
license for the project: 


Exhibit L, Sheets Nos. 1, 2, and 3 (F. P. C. Nos. 943-78, -79, and -80), of 
which Sheets Nos. 1 and 2 supersede exhibit C (F. P. C. Nos. 943-71 and -72) 
now part of the license ; 

Exhibit M, three pages, signed May 25, 1951. 

(11) (0) Superseded exhibit C (F. P. C. Nos. 943-71 and -72), now part 
of the license, should be eliminated therefrom. 

(12) The licensees should file supplemental exhibits to reflect the additional 
lands required for flowage and for the proposed transmission lines and to show 
the fishways as modified and altered. 

The Commission orders: 

(A) The exhibits specified in paragraph (11) (a) above, filed as part of the 
application for amendment, are approved as parts of the license for project No. 
943. 

(B) The superseded exhibit specified in paragraph (11) (b) above is eliml- 
nated from the license. 

(C) The license for project No. 943 
26, 1951, the amendment being: 


Paragraph I. Puget Sound Power & Light Co. and Public Utility District 


is hereby amended, effective as of April 
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No. 1 of Chelan County, Wash., are by this amendment made joint licensees 
under this license to the extent that each owns, operates or maintains or causes 
to be operated or maintained any project works at the said Rock Island project 
No. 948. Except to the extent that the Company or the district is particularly 
specified, the word “licensee” in the license and amendments thereto shall be 
construed to mean the Company and the district, both jointly and severally, as 
the case may be, to the extent each owns, operates, or maintains project works 
or causes to be operated or maintained project works under the license as 
amended. 

Paragraph II. Article 2 of the license is hereby further amended to read 
as follows: 

Article 2. The project covered by and subject to this license is located partly 
on lands of the United States and consists of 

A. All lands constituting the project area and enclosed, or the location of 
which is shown, by the project boundary, or interests in such lands necessary 
or useful for the purposes of the project, whether such lands or interests therein 
are owned or held by the licensees or by the United States; such project area and 
project boundary being more specifically shown and described by certain ex- 
hibits which accompanied the application for license or for amendments thereof, 
and which are designated and described as follows: 

Exhibit A—Maps of project area : 

Two sheets (F. P. C. Nos. 943-47 aad —48), entitled “Detail maps, transmis- 
sion line, Rock Island to Skykomish, King & Chelan Counties, Wash.,” signed 
on November 11, 1935, by G. E. Quinan, chief engineer, for Puget Sound Power 
& Light Co.; one sheet (F. P. C. No. 943-51), entitled “Property key map,” signed 
on June 15, 1936, by E. La Crosse for Stone & Webster Engineering Corp., agents 
for Puget Sound Power & Light Co.; eleven sheets (F. P. C. Nos. 943-52 to —62, 
inclusive), entitled “Property detail map”, signed on June 15, 1936, E. La Crosse 
for Stone & Webster Engineering Corp., agents for Puget Sound Power & Light 
Co. 

Erhibit J—General maps: 

One sheet (F. P. C. No. 943-1) entitled “Proposed Rock Island project, Col- 
umbia River,” signed on June 11, 1929, by W. B. Hopkins for Stone & Webster 
Engineering Corp., agents for Washington Electric Co.; one sheet (F. P. C. 
No. 943-28) entitled “Property Key Map, Transmission Line—Rock Island to 
Skykomish, King & Chelan Counties, Wash.,” signed on December 17, 1931, 
by E. La Crosse for Stone & Webster Engineering Corp., Agents for Puget Sound 
Power & Light Co. 

Exhibit K.—Maps of project area, entitled “Detail Maps, Transmission Line— 
Rock Island to Skykomish, King & Chelan Counties, Wash.” : 

Fourteen sheets (F. P. C. Nos. 943-29 to 39, inclusive, —42, —43, and —46), signed 
on December 17, 1931, by E. LaCrosse for Stone & Webster Engineering Corp., 
agents for Puget Sound Power & Light Co.; one sheet (F. P. C. No. 943-74), 
signed on June 9, 1943, by M. T. Crawford, chief engineer for Puget Sound Power 
& Light Co. 

Exhibit K.—Maps in two sheets signed on November 1, 1946, Puget Sound Power 
& Light Co., by M. T. Crawford, chief engineer, comprising : 

Sheet 1 (F. P. C. No. 948-76) entitled ““Detail Maps, Transmission Line—Rock 
Island to Skykomish, King & Chelan Counties, Wash.”; and sheet 2 (F. P. C. 
No. 943-77), entitled “Detail Map, Dryden substation tap line, Chelan County, 
Washington.” 

B. All project works consisting of: A concrete dam equipped with thirty-six 
crest gates with top elevation of 604 feet; a reservoir extending from the dam 
to a point approximately seven miles above Wenatchee; a concrete powerhouse 
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constructed integral with the dam, containing four 21,000-horsepower turbines 
each connected to a 16,667-kilovolt-ampere generator, and six 34,000-horsepower 
turbines each connected to a 25,000-kilovolt-ampere generator; a stepup substa- 
tion on the powerhouse roof; a high-tension switching station on Rock Island; 
three 110-kilovolt transmission lines extending from the switching station, one to 
Skykomish with a tap line to the Dryden substation, and two to a point near 
Stemilt Creek in section 30, T. 22 N., R. 21 E., W. M., two single-cireuit, 115- 
kilovolt transmission lines extending from the powerhouse for a distance of about 
four miles; and three fishways and related fish facilities as altered or modified 
in accordance with plans and specifications to be approved by the Commission. 


such project works being more specifically shown and described by exhibits A, J, 
and K cited in subparagraph A above, and by certain other exhibits which accom- 
panied the application for license, or the application for amendments thereof, and 
which are designated and described as follows : 


Exhibit C—Detail plans in 9 sheets, signed on June 15, 1936, by E. LaCrosse 
for Stone & Webster Engineering Corp., agents for Puget Sound Power & Light 
Co., comprising : 

(F. P. C. No. 948-63), entitled “Power station—cross section main unit”: 
(F. P. C. No. 943-64), entitled “Power station—cross sections station service bay” ; 
(F. P. C. No. 943-65), entitled “Power station—cross sections, future units”; 
(F. P. C. No. 948-66), entitled “Power station—substructure”; (F. P. C. No. 
943-67 ), entitled “Power station—superstructure”; (F. P. C. No. 943-68), entitled 
“Power station, downstream elevation”; (F. P. C. No. 943-69), entitled “Dam- 
cross sections”; (F. P. C. No. 943-70), entitled “South fishway, plan and details” ; 
(F. P. C. No. 948-73), entitled “Third fishway, plan and sections.” 

Erhibit L.—Detail plans in three sheets, signed on June 11, 1929, by W. B. 
Hopkins for Stone & Webster Engineering Corp., agents for Washington Electric 
Co., comprising : 

(FF. P. C. No. 948-16), entitled “Powerhouse—elevations,” modified by Exhibit C 
(F. P. C. No. 943-68); (F. P, C. No. 948-19), entitled “Future switching sta- 
tion,”’ modified by Exhibit L (F. P. C. No. 9483-75); and (F. P. C. No. 948-21), 
entitled “General plan—fishway at powerhouse.” 

Hehibit L.—Detail plan in one sheet, signed on September 15, 1944, by M. T. 
Crawford, chief engineer for Puget Sound Power & Light Co.: 

(F. P. C. No. 948-75), entitled “Proposed switching station, on Rock Island, 
Columbia River.” 

Evrhibit L.—Detail plans in three sheets, signed on May 25, 1951, by Wm. F. 
Ryan for Stone & Webster Engineering Corp., agent for Puget Sound Power & 
Light Co., and Publie Utility District No. 1, Chelan County, Wash., comprising : 

Sheet 1 (F. P. C. No. 948-78), entitled “General plan of development power- 
house, dam and lines units 5 to 10 addition”: sheet 2 (F. P. C. No. 943-79), 
entitled “Dam elevation and sections, units 5 to 10 addition”; sheet 3 (F. P. C. 
No. 948-80), entitled “Cross section of powerhouse at new unit, units 5 to 10 
addition.” 

Exhibit M.—Four typewritten statements, each entitled “General descrip- 
tions and general specifications for equipment,” one of three pages signed on 
June 11, 1929, by William T. Crawford, secretary, Washington Electric Co., 
one of two pages signed on December 17, 1931, by D. C. Barnes, vice president, 
Puget Sound Power & Light Co., one of one page signed on September 15, 1944, 
by L. E. Karrer, vice president, Puget Sound Power & Light Co., and one of 
three pages signed on May 25, 1951, Puget Sound Power & Light Co., by L. E. 
Karrer, executive vice president, and Public Utility District No. 1 of Chelan 
County, Wash., by L. J. Richardson, president. 
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C. All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission; also, all rights the use or 
possession of which is necessary or appropriate in the maintenance and opera- 
tion of the project. 

Paragraph III. Article 6 of the license is hereby further amended by adding 
thereto the following : 

Licensee, Public Utility District No. 1 of Chelan County, Wash., shall com- 
mence construction by June 1, 1951, of the additional project facilities (exclusive 
of alterations and modifications of the fishways) as directed by the Commission's 
order issued May 2, 1951, and as included in the license by this amendment; 
shall thereafter in good faith and with due diligence prosecute such construc- 
tion; and shall complete said construction on or before December 31, 1953. 

Paragraph IV. As the level of the project reservoir is to be raised above 
elevation 600, article 16 of the license is hereby amended by deleting therefrom 
the paragraph added to that article by amendment No. 1 to the license which 
permitted a reduction in the reservoir level to elevation 600. 

Paragraph V. Article 26 of the license is hereby further amended to read as 
follows: 

Article 26. Subject to the provisions of section 10 (e) of the act and the rules 
and regulations of the Commission thereunder, the Licensees shall pay to the 
United States the following annual charges: 

A. For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the authorized installed 
eapacity (288,000 horsepower), plus 2%4 cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission-line right- 
of-way, $181.55; and 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $144.55. 

Paragraph VI. The license is hereby amended by adding thereto the following 
articles 39, 40, and 41: 

Article 39. The licensees agree: 

(a) To cut off or cover in such fashion as to minimize injuries to fish all 
projecting reinforcing steel on the downstream face of the powerhouse, including 
the portion in which the proposed six units are to be installed, and the portion re- 
served for future generating units; 

(b) To operate the spillway gates to pass surplus water in a manner conducive 
to the efficient passage of migratory fish into and through the project fishways 
and to avoid insofar as is reasonably practicable during the fish runs such dis- 
tracting influences as surcharge spills which are spread uniformly over all gates; 

(c) To permit free and unrestricted access to the project to authorized repre- 
sentatives of the Department of the Interior and the Washington State Depat- 
ment of Fisheries for the purpose of inspecting fish facilities, making fish counts, 
or accomplishing related duties in the interest of fish conservation ; 

(ad) To maintain and operate all project fish facilities in a manner satisfactory 
to the Commission, after consultation with the Secretary of the Interior and 

the Washington State Department of Fisheries and Department of Game. 
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Article 40. The licensees agree: 

(a) To install fish-counting stations at each of the project fishways as an 
integral part thereof and to make these facilities available, without charge and 
at all times, to the U. 8S. Fish and Wildlife Service and the Washington State 
Department of Fisheries and Department of Game. 

(b) To alter or modify, at its own expense, the existing fishway on the left 
(north) bank and the Island or middle fishway of the project in accordance with 
the plans and specifications shown on Stone & Webster Engineering Corp. draw- 
ings Nos. HD-42152-3 and HD-42152-4 both dated April 21, 1952 and revised 
May 22, 1952, and No. 8591-FH-—44 dated August 30, 1951 and last revised Novem- 
ber 19, 1951, such alterations and modifications to be commenced on or before 
November 1, 1952 and completed on or before April 1, 1953; 

(c) To alter or modify, at its own expense, the upper part of the existing fish- 
way on the right (south) bank of the project in accordance with the plans and 
specifications shown on Stone & Webster Engineering Corp. drawing No. HD- 
42152-2 dated April 21, 1952 and revised May 22, 1952 and HD-71452 dated July 
14, 1952, such alterations and modifications to be commenced on or before Novem- 
ber 1, 1952 and completed on or before April 1, 1953 ; 

(d) Subject to such legal rights as the licensees may have, if any, to refuse 
to further alter or modify the project fishways and related facilities, and after 
notice and opportunity for hearing and upon recommendations of the Secretary 
of the Interior or the Washington State Department of Fisheries and Department 
of Game, the Commission may require the licensees to alter or modify, at their 
own expense, the lower end of the fishway on the right (south) bank substantially 
in accordance with the plans and specifications shown on Stone & Webster Engi- 
neering Corp. drawing No. HD-42152-1 dated April 21, 1952 and revised May 22, 
1952, if the Commission finds upon substantial evidence consistent with the provi- 
sions of the Federal Power Act that such alteration or modification or some 
other alteration or modification of substantially the same magnitude is required 
for the effective conservation of the fish life resources of the Columbia River, 
provided however, that no such alteration or modification may be required to be 
commenced prior to December 1, 1955 or later than December 1, 1960. The agree- 
ment of the licensees to alter or modify the fishways as set forth in subparagraphs 
(a), (b) and (c) of this article shall not be construed as a waiver of any legal 
right the licensees had under the license prior to this amendment to refuse to 
modify or alter in the future any fish facilities included as parts of the project. 

Article 41. The licensees shall, within 90 days from the date of completion of 
construction, file for approval in accordance with the Commission’s rules and 
regulations a supplemental exhibit F, detail statement of project lands; a revised 
exhibit J, general map of the project; revised or supplemental exhibit K, detail 
maps of project area and project boundary so as to reflect additional lands 
acquired for flowage and for the proposed transmission lines; and revised exhibits 
showing project fishways as altered or modified. 

Paragraph VIT. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application for rehearing shall constitute acceptance 
of this amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed for each licensee and returned to the Commission within 60 
days from the date of issuance of this order. 

Adopted: July 31,1952. Issued: August 7, 1952. 
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Order allowing tariff sheets to take effect 
Michigan-Wisconsin Pipe Line Co. 


On July 11, 1952, Michigan-Wisconsin Pipe Line Co. (Michigan-Wisconsin ) 
filed first revised sheet Nos. 14 and 15 and original sheet No. 15-A to F. P. C. gas 
tariff, original volume No. 1, to be effective July 25, 1952. 

The filing of July 11, 1952, adds two subsections to the general terms and con- 
ditions of Michigan-Wisconsin’s tariff, modifying the presently effective provi- 
sions relating to limitations on buyer’s connection of large volume loads and to 
curtailments and interruptions so as to provide that in the event Michigan-Wis- 
consin has available excess volumes of gas, for limited periods and from time 
to time, its purchasers may take such gas until notified that such excess volumes 
are no longer available. 

The proposed modification of Michigan-Wisconsin’s presently effective tariff 
results from the recent stoppage of production in the steel industry which has 
reduced the gas requirements on Michigan-Wisconsin’s system. Due to this re- 
duction in requirements, Michigan-Wisconsin estimates that it will have avail- 
able during the summer months between 1,500,000 M. ec. f. and 2,000,000 M. c. f. 
of natural gas in excess of the storage capacity of its system. 

Michigan-Wisconsin states that it is in the interest of the pipeline and its 
customers that the excess gas be made available for sale as soon as possible and 
requests, therefore, that notice requirements be waived and the tariff sheets 
be permitted to take effect on July 25, 1952. 

Two of Michigan-Wisconsin’s customers, Michigan-Wisconsin Power Co. and 
Wisconsin Power and Light Co., have indicated they may be in a position to use 
a portion of this gas. Four other customer companies and the Wisconsin Publié 
Service Commission have stated they have no objection to the proposed change. 
No adverse comments have been received. 

The Commission finds: 

Good cause has been shown by Michigan-Wisconsin why the proposed rate 
tariff filings should be allowed to take effect July 25, 1952. 

The Commission orders: 

(A) Michigan-Wisconsin Pipe Line Co.’s first revised sheet Nos. 14 and 15 and 
original sheet No. 15-A to F. P. C. gas tariff, original volume No. 1 be and the 
same hereby are accepted for filing. 

(B) The aforesaid filing shall be effective July 25, 1952. 

(C) Nothing contained in this order shall be construed as a waiver of the re- 
quirements of section 7 of the Natural Gas Act; nor shall it be construed as con- 
stituting approval by this Commission of any service, rate, charge, classification, 
or any rule, regulation, contract, or practice affecting such service or rate pro- 
vided for in the above-described F. P. C. gas tariff, as modified; nor shall this 
order be deemed as recognition of any claimed contractual right or obligation 
affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which may have 
been or may hereafter be made by this Commission in any proceeding now pend- 
ing, or hereafter instituted, by or against Michigan-Wisconsin Pipe Line Co. 

Adopted: July 31,1952. Issued: August 6, 1952. 


Supplemental order authorizing issuance of securities 
Mountain States Power Co. 
Docket No. E-6442 


By order entered July 24, 1952, the Commission authorized the Mountain States 
Power Co. (applicant) to issue and sell through competitive bidding 200,000 
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shares of its $7.25 par value common stock subject to the provisions, among other 
things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of $34.2 (k) (3) of the Commission’s rules relating to compliance 
With competitive bidding requirements, and § 34.2 (k) (4) of the rules, 
relating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegraph 
as contemplated by § 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the appli- 
cant by a further order. 

Applicant on August 11, 1952, filed an amendment pursuant to the requirements 
of the order of July 24, 1952, setting forth that it proposes to accept as represent- 
ing the best price to it, the bid of Carl M. Loeb, Rhoades & Co. to purchase the 
200,000 shares of common stock for the price of $12.6978 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of July 24, 1952, and under the bid it proposes to accept for 
the common stock the price to applicant per share is reasonable. 

(2) The proposed issuance of common stock as hereinafter authorized will be 
for a lawful object, within the corporate powers of applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper per- 
formance by the applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The price of such common stock under the bid referred to above is ap- 
proved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, be and the same hereby are author- 
ized, subject only to the provisions of paragraphs (C), (D) and (E) of the 
Commission’s order of July 24, 1952, in this matter. 


Adopted: August 11,1952. Issued: August 12, 1952. 


Order suspending rate schedule 
Cincinnati Gas & Electric Co. 
Docket No. E-6451 


Cincinnati Gas & Electric Co. (Cincinnati) on July 17, 1952, submitted for 
filing a proposed supplemental rate schedule, tentatively designated as supple- 
ment No. 3 to rate schedule F. P. C. No. 2, increasing its rates or charges to 
Union Light, Heat and Power Co. (Union), its subsidiary, by an amount of 
$307,200 (13 percent) annually based on sales for the year 1951. Unless sus- 
pended by order of the Commission, supplement No. 3 will become effective 
August 17, 1952, pursuant to the provisions of the Federal Power Act and the 
general rules and regulations promulgated thereunder. 

The rate schedule now in effect contains a two-part rate having monthly charges 
of $1.40 per kilowatt of demand and 3.5 mills per kilowatt hour subject 
to a fuel adjustment of 0.065 mills per kilowatt hour for each 10-cent variation 
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from $3.00 per ton of coal. Charges under the fuel clause averaged 2.34 mills 
per kilowatt hour during 1951, resulting in a total energy charge of 5.84 mills. 
Cincinnati now proposes to increase the demand charge by 50 cents per kilowatt 
per month resulting in a demand charge of $1.00 per kilowatt per month, but no 
other change is proposed. 

The change in rates and charges proposed by supplement No. 3 may result in 
excessive rates or charges; may place an undue burden upon ultimate con- 
sumers; may be unduly discriminatory or preferential; and may result in in- 
creased rates and charges which have not been shown to be justified. 

The Kentucky Public Service Commission and Union were invited to comment 
on the proposed supplemental rate schedule. No response has been received 
from Union, but the Kentucky Commission, by letter of August 5, 1952, advised 
that there is presently pending before it a proposed increase in the rates and 
charges of Union, and the filing with the Federal Power Commission of the 
proposed increase by Cincinnati “vitally affects the rate case.” The Kentucky 
Commission questions the basis of the date furnished by Cincinnati in support 
of its filing with respect to the apportionment of its transmission system to the 
Kentucky business and the apportionment of plant and expenses as between de- 
mand and commodity, and requests in the event Cincinnati’s proposed rate is 
suspended that it will be given opportunity to intervene in any proceeding be- 
fore the Federal Power Commission. 

The Commission finds: 

(1) The increased rates or charges proposed by supplement No. 3 to Cin 
cinnati’s rate schedule F. P. C. No. 2 may be unjust, unreasonable, unduly dis- 
criminatory or preferential. 

(2) It is necessary, desirable and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the rates or charges proposed 
by supplement No. 3 to rate schedule F. P. C. No. 2 and that said proposed rates 
or charges be suspended pending such hearing and decision thereon. 

The Commission orders: 

(A) A public hearing be held at a time and place to be fixed by further order 
of the Commission concerning the lawfulness of the rates or charges proposed 
in supplement No. 3 to Cincinnati Gas & Electric Co. rate schedule F. P. C. 
No. 2. 

(B) Pending such hearing and decision thereon, the proposed supplement 
No. 3, referred to in paragraph (A) above, be and the same is hereby suspended 
and the use of the rates or charges provided therein deferred until January 
17, 1953, and may not be applied to any deliveries of energy prior to that date. 
Thereafter such proposed supplemental rate schedule shall go into effect in 
the manner prescribed by the Commission in accordance with the Federal 
Power Act. 

(C) During the period of suspension, the rates or charges heretofore in 
effect under Cincinnati Gas & Electric Co. rate schedule F. P. C. No. 2, as sup- 
plemented by supplements Nos. 1 and 2 on file with the Commission, shall remain 
and continue in effect. 

(D) At the hearing ordered herein, the burden of proof to show that the 
proposed increased rates or charges are just and reasonable and not unduly 
discriminatory or preferential shall be upon the company. 

(E) Interested state commissions may participate as provided by rules 
1.8 and 1.37 (f) of the codification and reissuance of the Commission's rules, 
effective January 1, 1948 (18 CFR 1.8 and 1.37 (f)). 


Adopted: August 12,1952. Issued: August 13, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—1968 


On June 2, 1952, Cities Service Gas Co. (applicant) filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a 340 horse- 
power compressor station near Atchison, Atchison County, Kans. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
August 4, 1952, respecting the matters involved and the issues presented by 
the application. No protests to the application have been received. 

Applicant proposes by means of the facilities sought to increase the capacity 
of the Atchison-Falls City 8-inch line from 65,379 M. ¢. f. per day to 68,259 
M. c. f. per day. This portion of applicant’s system supplies gas to 22 cities 
and towns in northeast Kansas, northwest Missouri, and southeast Nebraska. 
The record reflects that the actual February 1, 1951, demand served by this 
system was 62,748 M. c. f.: the estimated 1951-52 peak-day requirement to 
serve domestic consumers is 64,550 M. ¢. f.; and the estimated 1952-53 peak-day 
requirement for the domestic service is 67,259 M. c. f. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on Decem- 
ber 28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant's existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 


Commission’s rules of practice and procedure (18 CFR 1.32 (b)) \.aving been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, and 
exhibits appended thereto, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) Applicant shall commence construction of the proposed facilities on or 
before September 15, 1952, and shall report to the Commission, in writing, and 
under oath, the date of completion of the construction of the facilities hereinbefore 
described together with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 


Adopted: August 12,1952. Issued: August 13, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Co. 
Docket No. G-1976 


On June 13, 1952, Panhandle Eastern Pipe Line Co. (applicant), a Delaware 
corporation having its principal place of business in Kansas City, Mo., filed an 
application for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
(1) 7.7 miles of 10-inch pipeline to partially loop applicant's existing lateral 
extending from its main line to Fort Wayne, Ind.; (2) 7.15 miles of 6-inch 
pipeline to partially loop applicant’s existing lateral extending from its main line 
to Tipton, Ind.; and (3) 7.23 miles of 6-inch pipeline to partially loop applicant's 
existing lateral extending from its main line to Columbia, Mo. 

Notice of intervention was filed by the Public Service Commission of the State 
of Missouri on June 30, 1952 and petitions to intervene were filed by Kokomo Gas 
and Fuel Co. on July 11, 1952, as supplemented on July 16, 1952, and by Northern 
Indiana Public Service Co. on July 14, 1952. The above-stated notice and peti- 
tions were in favor of granting the application. Intervention was permitted 
the petitioners by the Commission's order issued July 22, 1952. The petition for 
leave to intervene of Indiana Gas and Water Co. filed July 9, 1952 was denied by 
the Commission’s July 22, 1952 order. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
August 7, 1952 respecting the matters involved and the issues presented by the 
application. 

The above-described facilities to be constructed near Fort Wayne, Ind. will be 
utilized in conjunction with existing facilities to enable applicant to deliver to 
Northern Indiana Public Service Co. its winter contract demand volume of 
15,000 M. ¢. f. as set forth in the service agreement between applicant and 
Northern Indiana Publie Service Co. dated July 3, 1951. The facilities to be 
constructed near Tipton, Ind., will be utilized in conjunction with existing facili- 
ties to enable applicant to deliver to Kokomo Gas & Fuel Co, its winter contract 
demand of 17,000 M. ¢. f. as set forth in the service agreement between applicant 
and Kokomo Gas & Fuel Co. dated July 11,1951. The facilities to be constructed 
near Columbia, Mo. will be utilized in conjunction with existing facilities to 
enable applicant to deliver to Missouri Utilities Co. its winter contract demand of 
15,000 M. c. f. as set forth in the service agreement between applicant and 
Missouri Utilities Co. dated July 11, 1951. The presently existing facilities are 
inadequate to deliver the winter contract demands to the respective customers and 
the construction of the proposed facilities by applicant will enable it to fulfill 
its contract obligations. 

Total estimated cost of the three segments of lateral pipeline is $421,000 and 
financing is to be effected by applicant's current funds on hand. 
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The Commission finds: 
(1) Applicant, a Delaware corporation, h 


aving its principal place of business 
in Kansas City, Mo., owns and operates among other facilities, a natur 
transmission pipeline system located in the States of Texas, Oklahoma, 


Missouri, Illinois, Indiana, Ohio, and Michigan and by reason of such operations 


al-gas 
Kansas, 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 17, 1945, in docket No. G-254, 4 F. P. C. 1081. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, Subject to the jurisdic- 
tion of the Commission, as integral parts of applicant's existing pipeline system, 
and the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The public convenience and necessity require the attachment to the exercise 
of the rights granted under the certificate issued, the terms and conditions here- 
inafter ordered in paragraph (B) of the order, which are reasonable and 
necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued shall 
be and the same hereby are made subject to the following conditions: 

(i) Applicant shall report to the Commission in writing and under oath, the date 
of completion of the construction of the facilities herein authorized, together with 
the date of commencement of operations. 

(ii) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized 
provisions of the Natural Gas Act, and any pertine 
heretofore or hereafter issued by the Commission. 


in accordance with the 
ent rules, regulation, or orders 


Adopted: August 12,1952. Issuc d:; August 13, 1952. 


Order denying exemption from payment of annual charges 
South Carolina Public Service Authority 
Project No. 199 


Applications were filed May 23, 1949, March 27, 1950, April 23, 1951, and April 
21, 1952, respectively, by South Carolina Public Service Authority, licensee for 
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project No. 199, for exemption from payment of the net amount of annual charges 
for each of the years 1948 through 1951, pursuant to the terms of section 10 (e) 
of the Federal Power Act and regulations of the Commission thereunder on the 
grounds that none of the power developed by the project was sold to the public 
at a profit and that the project was primarily designed to provide or improve 
navigation. 

In the Commission’s statements of annual charges for the project for each of 
the subject years 1948 through 1951, the licensee was billed for the net amount 
of the charges after deduction for partial exemption in proportion to the power 
used by the licensee for municipal purposes, since the licensee is a municipality 
within the definition of section 3 (7) of the Federal Power Act, and is entitled to 
claim exemption from payment of annual charges for power so used. The net 
amounts billed were proportionate to the power sold. 

In the opinion and order issued February 13, 1952, 11 F. P. C. 12, In the Matter 
of South Carolina Public Service Authority, project No. 199, the Commission 
found, among other things, that project No. 199 was not primarily designed 
to provide or improve navigation and the licensee was not entitled to exemption 
from payment of annual charges for the years 1942 through 1947 on the basis of 
its claim that such project was primarily designed to provide or improve naviga- 
tion. The licensee has petitioned the U. S. Court of Appeals for the Fourth 
Circuit to review the aforementioned opinion and order. 

The income statements filed as part of the respective applications for exemption 
show that during the years 1948 through 1951 the operations of project No. 199 
and the licensee’s entire electric operations resulted in a profit. 

The Commission finds: 

(1) The licensee has been granted exemption to the extent that it used project 
power for State or municipal purposes during the calendar years 1948 through 
1951. 

(2) The licensee has failed to present factual data showing that any of the 
project power sold during the calendar years 1948 through 1951 was sold to the 
public without profit. 

The Commission orders: 

The aforementioned applications for exemption from payment of the net 
amount of annual charges for project No. 199 for the calendar years 1948 through 
1951, respectively, are hereby denied; provided, however, That such denial shall 
be re-examined in the event it shall be judicially determined that the licensee is 
entitled to exemption on the ground that the project was primarily designed to 
provide or improve navigation. 


Adopted: August 12,1952. Issued: August 15, 1952. 


Order further amending license (major) 
Wisconsin River Power Co. 
Project No. 1984 


In compliance with the provisions of its license, as amended, for project No. 
1984, Wisconsin River Power Company filed on January 15, 1952, exhibit F being 
a tabulation of lands owned and to be acquired for the Petenwell and Castle Rock 
developments, and exhibit K consisting of 21 sheets of detailed land maps show- 
ing the project boundary of lands to be included in the Castle Rock development 
and 15 sheets of detailed land maps showing the project boundary of lands to be 
included in the Petenwell development. 
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Previously thereto, namely, on December 21, 1950, the licensee filed two exhibit 
L drawings to provide the Commission with original ink tracings to replace 
prints of pencil copies originally furnished. 

The effect of approving the exhibits and including them in the license, except 
for exhibit F which it is never the customary practice to approve, would cause 
considerable revision of the license provisions. Moreover, further revision of 
the license is necessary to provide for annual charges for the use and occupancy 
of Government lands by the Castle Rock development. 

In the circumstances, it is considered desirable to construe the licensee’s filings 
to constitute an application for amendment of its license, and they hereinafter 
are so treated. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The exhibits filed on December 21, 1950, and on January 15, 1952, as here- 
inafter described in appropriate sequence, conform with the Commission’s rules 
and regulations and should be approved as part of the license for the project as 
amended, and exhibit K, Sheet 3 of 3 (F. P. C. No. 1984-15) revised June 8, 
1951, should be eliminated from the license as having been superseded. 

The Commission orders: 

(A) The license for project No. 1984, as amended, is hereby further amended, 
effective as of February 1, 1948; said amendment being: 

Paragraph I, Paragraph (a) of the license is further amended to read as 
follows: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license or for amend- 
ment thereof and which are designated and described as follows: 

Ecrhibit J—(¥F. P. C. No. 1984-1) Revised July 12, 1949, General map of Peten- 
well and Castle Rock hydroelectric developments on the Wisconsin River signed 
Wisconsin River Power Co. by W. F. Thiele, vice president on December 26, 1947. 

Exhibit K.—34 Sheets of detailed land maps and two key maps signed Wiscon- 
sin River Power Company by W. F. Thiele, president, on December 15, 1951, and 
consisting of the following: 

(F. P. C. No. 1984-16) Key map showing location of project boundary for Castle 
Rock development ; 

Sheets B-1 through B-18 (F. P. C. Nos. 1984-17 through -36), detailed maps 
showing lands and project boundary for the Castle Rock development ; 

(F. P. C. No. 1984-37) Key Map showing location of project boundary for 
Petenwell development ; and 

Sheets A-1 through A-14 (F. P. C. Nos, 1984-88 through —51), detailed maps 
showing lands and project boundary for the Petenwell development. 

Paragraph II. Paragraphs (b) (i) and (b) (ii) of the license is further 
amended to read as follows: 

(i) The Petenwell development, consisting of a dam located about 3% miles 
northeast of Necedah, Wis., and about 0.75 mile upstream from the Petenwell 
bridge of Wisconsin State Highway No. 21, having a concrete gated spillway 
section, a powerhouse section, and earth section with aggregate length of about 
8,500 feet; earth dikes with aggregate length of about 6% miles: a reservoir 
with an area of about 21,000 acres at elevation 135 feet, Petenwell datum, 
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extending upstream to the Nekoosa Dam; a powerhouse containing four 7,200- 
horsepower turbines connected to four 5,000-kilowatt generators, operating under 
a head of about 42 feet; a substation; and appurtenant works; and 

(ii) The Castle Rock development, consisting of a dam located approximately 
15 miles downstream from the Petenwell Dam, having a concrete gated spillway 
section, a powerhouse section, and an earth section with an overall length of 
about 2,831 feet: an earth dike about 3 miles long; a reservoir with area of about 
16,500 acres at elevation 92.5 feet, Petenwell datum, extending upstream practi- 
cally to the proposed Petenwell Dam; a powerhouse containing five 4,300 horse- 
power turbines connected to five 3,000 kilowatt generators, operating under a 
head of about 30 feet; a substation; a 34.5 kilovolt transmission line about 16 
miles long connecting the Petenwell and Castle Rock stations; and appurtenant 
works ; 
the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
also formed part of the application for license or for amendment thereof and 
which are designated and described as follows : 

Exhibit L.—Sheet 1 (F. P. C. No. 1984-2) showing Petenwell Dam—General 
Layout and Earth Dam Sections; Sheet 2 (F. P. C. No. 1984-3) showing Peten- 
well Dam—plan and sections; Sheet 3 (F. P. C. No. 1984-4) showing Petenwell 
Dam—Powerhouse plan and sections; Sheet 4 (F. P. C. No. 1984-11) showing 
one line wiring diagram for Petenwell development ; Sheet 5 (F. P. C. No. 1984-8) 
showing Castle Rock Dam—General layout and earth dam sections; Sheet 6 
(F. P. C. No. 1984-9) showing Castle Rock Dam—plan and sections; Sheet 7 
(F. P. C. No. 1984-10) showing Castle Rock Dam—Powerhouse plan and sections ; 
and Sheet 8 (F. P. C. No. 1984-12) showing one line wiring diagram for Castle 
Rock Development. 

All of the above Exhibit L sheets are signed Wisconsin River Power Company 
by W. F. Thiele: Sheets 1, 2 and 3 signed on December 26, 1947, as vice president ; 
Sheets 5, 6 and 7 signed July 1, 1949, as executive vice president; and, Sheets 4 
and 8, signed on December 4, 1950, as president. 


Exhibit M.—A statement in four sheets, entitled “General descriptions and speci- 
fications of equipment,” signed Wisconsin River Power by W. F. Thiele, on No- 
vember 21, 1947. 


Paragraph 111. Paragraph (C) (6) (ii) of the license is amended to read as 
follows: 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $7.36. 

(B) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Adopted: August 12,1952. Issued: August 14, 1952. 


Order approving transfer of license (minor) 
Breitenbush Hot Springs, Inc., and E. C. Kennedy 
Project No. 1448 


Joint application was filed on June 23, 1952, by Breitenbush Hot Springs, Inc., 
licensee for minor project No. 1448, and E. C. Kennedy, of Breitenbush Hot 
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Springs, Oreg., for approval of transfer of the license for the project from the 
former to the latter. The project is located on Breitenbush River, in Marion 
County, Oreg., and affects lands of the United States within the Willamette 
National Forest. 

The joint application requests that the transfer of the license be made effec- 
tive as of the date of conveyance of the project properties, namely, October 26, 
1949. 

The original license for the project was issued to the present licensee on 
January 11, 1939, for a period of 10 years, and license No. 2 was issued for a 
period of 10 years, effective as of January 11, 1949. 

The Commission finds: 

(1) The proposed transferee of the license is a citizen of the United States, and 
has submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary for the operation of the project. 

(2) Approval of the transfer of the license as hereinafter provided will not be 
inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1445 from Breitenbush Hot 
Springs, Inc., to E. C. Kennedy is hereby approved, effective as of October 26, 
1949, subject to the provisions of section 9.3 of the Commission’s regulations under 
the Federal Power Act. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of E. C. 
Kennedy of the license for project No. 1448. In acknowledgment of the ac- 
ceptance of the license, this instrument shall be signed by the new licensee, and 
returned to the Commission within 60 days from the date of issuance of this 
order. 


Adopted: August 12, 1952. 





Issued: August 14, 1952. 





Determination for right-of-way under section 24 of the Federal Power Act 







Lands Withdrawn in Power Site Classification No. 256 and Project No. 1008 
Docket No. DA-793-California—Stuart D. Allen 


An application (Los Angeles 094128) was filed by Stuart D. Allen for a water 
pipeline right-of-way under the act of March 3, 1891 (26 Stat. 1095, 1101), 
requiring a determination under section 24 of the Federal Power Act with respect 
to the affected portion of the following described lands: San Bernardino merid- 
ian, California: T.3S., R.3 E., sec. 14, SEYSE\, sec. 24, NWYNEY, NIANWY. 

The lands lie adjacent to the Whitewater River, a tributary of the Salton 
Sea, and are withdrawn in power site classification No. 256, dated July 9, 1930, 
and a portion of the land in the NW'4NE\ of sec. 24 was also reserved pursuant 
to the filing of an application on July 18, 1929, for a license for federal power 
project No. 1008, a transmission-line project to which the Commission’s general 
determination of April 17, 1922, is applicable, and is occupied for transmission- 
line purposes under Federal Power Commission license. 

Applicant proposes to use the lands to enlarge his irrigation project. 

The power value of the lands lie in their possible use for conduit location 
in connection with the development of the potential water power of the White- 
water River. 
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Development appears remote and use of the lands in the meantime as con- 
templated by the applicant will not affect materially their power value. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the affected portion of the above-described lands will not be 
injured or destroyed for purposes of power development by location thereon 
of the proposed water pipeline right-of-way, subject to the provisions of section 
24 of the Federal Power Act, as amended. 

Adopted: August 11,1952. Issued: August 13, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Proposed Projects Nos. 885, 1379 and 1854 


Docket No. DA-431—Idaho—Forest Service, United States Department of 
Agriculture 


The Forest Service, United States Department of Agriculture, in contempla- 
tion of a land exchange has requested a determination under section 24 of the 
Federal Power Act with respect to the following-described land: Boise meridian, 
Idaho: T. 59 N., R. 4 W., sec. 6, that part of lot 8 more particularly described as: 

Beginning at a point 100 feet distant measured at right angles to the center 
line of Priest River Road project No. 6, which point is situated on the east line 
of, and 12 chains south of, the northeast corner of the aforesaid lot 8. Thence 
from said initial point by metes and bounds: South, 6.5 chains, more or less, to 
the meander line along the right bank of Priest River to a point—North 76° 
west, 4.25 chains along said meander line to a point—North 59°15’ west, 2.60 
chains to a point—North, 56° east, 7.80 chains to the point of beginning. 

The land, which extends along the right bank of the Priest River for a 
distance of approximately 450 feet, was reserved April 13, 1928, pursuant to the 
filing of an application for license for proposed water-power project No. 885, 
which license was terminated April 21, 1936. The land was also involved in the 
June 6, 1936 application for license for proposed water-power project No. 1379, 
which license was terminated October 3, 1939, and in the April 9, 1941 application 
for license for proposed water-power project No. 1854, which application was 
dismissed January 5, 1945. All three of the proposed projects would have used 
a portion of the land for flowage purposes. 

The land constitute 2.28 acres_of the 38.50 acres in lot 8. It is located about 
0.75 mile downstream from the outlet of Priest Lake and approximately 1.25 miles 
upstream from the proposed dam site of proposed water-power projects Nos. 885, 
1379, and 1854. 

Under a recently suggested plan a dam would be erected at approximately the 
same site, creating a reservoir with a maximum pool at elevation 2459.5. 
According to available records, it appears that the land lies below elevation 
2464.5, which would be necessary to allow for wave action and clearing margins. 

No plans contemplating development of the land in the near future are known 
and use of the land in the meantime for other purposes as hereinafter provided 
will not injure materially its value for flowage purposes. 

Interested federal officials have reported on the request. 

The Commission determines: 


The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
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amended, and subject to the stipulation that, if and when the land is required 
wholly or in part for purposes of power development, any structures, machinery, 
or improvements placed thereon which shall be found to interfere with such 
development shall be removed or relocated as may be necessary to eliminate 
interference with power development without expense to the United States or its 
permittees or licensees. 

The above-described land will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the land is acquired by the filing of the 
request for a determination or by this action taken by the Commission with 
respect to the land. 


Adopted: August 12, 1952. Issued: August 14, 1952. 


Order amending order issuing certificate of public convenience and necessity, and 
findings and order issuing certificate of public convenience and necessity 


Northeastern Gas Transmission Co. and The Connecticut Gas Co. 
Docket Nos. G—1267, G—1954 


On April 8, 1952, the Northeastern Gas Transmission Co. (Northeastern), a 
Delaware corporation having its principal place of business at 31 Hillman Street, 
Springfield, Mass., filed a petition pursuant to section 16 of the Natural Gas Act, 
and the Commission’s general rules and regulations, for amendment of the order 
of November 4, 1950, accompanying the opinion, docket No. G-1267, 9 F. P. C. 271, 
issuing a certificate of public convenience and necessity to Northeastern. On 
June 25, 1952, Northeastern filed a supplement to its petition. 

Northeastern petitions to have said order amended in, and only in, the 
following particulars: 

(1) Amend the words “The Connecticut Light & Power Co. (Winsted)” 
and “The Connecticut Light & Power Co. (Norwalk)” appearing in lines 4, 
5, 6, and 7 on page 40 of said order and opinion issued November 8, 1950 and 
wherever else contained or referred to in said order so as to substitute 
therefor the words “The Connecticut Gas Co. (Norwalk)” and “The Connec- 
ticut Gas Co. (Winsted)” respectively. 

(2) Amend said order and opinion, and specifically page 40 thereof, to 
authorize Northeastern to sell up to 7,000 M. c. f. of natural gas per day to 
the Haverhill Gas Light Co. in lieu of selling 5,400 M. ¢. f. per day to the 
Haverhill Gas Light Co. and 1,600 M. ¢. f. per day to Haverhill Electric Co. 
as presently authorized. 

(3) Amend said order and opinion, and specifically page 40 thereof, to 
authorize Northeastern to sell 4,100 M. ¢c. f. of natural gas per day to the 
Central Massachusetts Gas Co. in lieu of selling 2,900 M. ec. f. per day to 
the Worcester County Electric Co. and 1,200 M. c¢. f. per day to the Spencer 
Gas Co. as presently authorized. 

(4) Amend said order and opinion, and specifically page 40 thereof, to 
authorize Northeastern to deliver 4,100 M. ¢. f. of natural gas per day to 
the Wachusett Gas Co. in lieu of the delivery and sale of 2,800 M. c. f. per 
day to Leominster Gas Light Co. and 1,300 M. c. f. per day to Wachusett 
Electric Co. 

Northeastern states that the above amendments are made necessary by (1) 
creation of a subsidiary, (2) merger and consolidation, and (3) acquisition of 
facilities. No increase in the volumes of natural gas to be delivered over that 
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authorized in the Commission’s order of November 4, 1950, hereinbefore men- 
tioned, is requested. 
On May 7, 1952, The Connecticut Gas Co. (Connecticut Gas), a Connecticut 
corporation having its principal place of business at Berlin, Conn., filed, in docket 
No. G-1954, an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act authorizing the construction and 
operation of certain natural gas facilities, to-wit: 4-inch natural gas pipeline 
extending from a metering and regulating station of Northeastern to a gas plant 
of the Connecticut Light and Power Co. (Power Co.), a distance of approximate- 
ly 4,500 feet, at Winsted, Conn.; an S-inch natural-gas pipeline extending from 
i a metering and regulating station of Northeastern to a gas plant of Power Co., 
a distance of approximately 9,300 feet, at Norwalk, Conn.; a 12-inch and 10-inch 
pipeline extending from a metering and regulating station of the Algonquin Gas 
Transmission Co. (Algonquin) to a gas plant of Power Co., a distance of approxi- 
mately 5,800 feet, at Waterbury, Conn.; a 4-inch natural-gas pipeline extending 
from a metering and regulating station of Algonquin to a gas plant of the Power 
Co., a distance of approximately 5,000 feet, at Willimantic, Conn.; a 4-inch pipe- 
line extending from a metering and regulating station of Algonquin to a gas 
plant of the Power Co., a distance of approximately 120 feet, at Putnam, Conn. 
Connecticut Gas amended its application on July 7, 1952, to also seek authority 
to sell and deliver natural gas to Power Co. at each of the aforementioned gas 
i plants of Power Co, for resale in the respective communities. 

On June 13, 1952, the Commission issued an order in the above-docketed 
proceedings, permitting the intervention of Northeastern in docket No. G—1954, 
consolidating the proceedings for purpose of hearing, and fixing June 30, 1952, 
as the date for commencement of hearing. 

During the hearing on these consolidated proceedings, Northeastern introduced 
no witnesses, but introduced its petition as evidence, and incorporated by refer- 
ence to the official files of the Commission the service agreements entered into 
between Northeastern and the various companies as to which it seeks amenda- 
tory authority to sell and deliver natural gas. 

Connecticut Gas, in its application filed May 7, 1952, petitioned the Commis- 
sion to issue a declaratory order finding that the facilities it proposes to con- 
struct and operate, hereinbefore described, will be used in the local distribution 
of natural gas, and therefore exempt from the jurisdiction of the Commission 
under the provisions of section 1 (b) of the Natural Gas Act. 

The evidence of record shows, however, that the facilities proposed to be 
constructed and operated by Connecticut Gas are, in each instance, to be solely 
used to transport natural gas for sale and delivery to Power Co. for ultimate 
resale by Power Co. in each of the communities hereinbefore mentioned. The 
proposed facilities are of relatively short length—ranging from 9,300 feet in 
length at Norwalk, Conn., to 120 feet at Putnam, Conn.—and, in each instance, 
the facilities will, in part, lie within a local community. The determinative 
fact, however, is that the proposed facilities will not be constructed and operated 
for local distribution of natural gas, but to transport natural gas in interstate 
commerce for the purpose of the sale of such natural gas for resale for ultimate 
public consumption. 

During the hearing in these consolidated proceedings, Mr. Robert H. Knowlton, 
vice president and a director of Connecticut Gas, testified that if the Commis- 
sion should determine that a certificate would be necessary for the construction 
and operation of the facilities proposed, and should condition such a certificate 
so as to provide that the cost of gas to Power Co., and its consumers, could be 
i no more than if Northeastern and Algonquin delivered such gas directly to Power 
Co., such a condition would be acceptable to Connecticut Gas. 
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At the close of the hearing herein, counsel for Northeastern moved that the 
intermediate decision procedure be omitted in docket No. G—1267, and counsel 
for Connecticut Gas moved that the intermediate decision procedure be omitted 
in docket No. G—1954. All parties participating in the hearing concurred in 
the motions. 

The Commission finds: 

(1) It is appropriate in the proper administration of the Natural Gas Act, and 
good cause exists, to amend the order issued November 8, 1950, accompanying 


opinion, 9 F. P. C, 271, docket No. G—1267, issuing a certificate of public conven 
ience and necessity to Northeastern, as hereinafter ordered. 

(2) The Connecticut Gas Co., upon construction and the commencement of 
operations of the facilities designed to transport natural gas from the natural- 
gas facilities of Northeastern to the natural-gas facilities of Power Co. at 
Winsted and Norwalk, Conn., and the sale of such natural gas to Power Co. for 
resale in said communities, will be a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(3) The facilities hereinbefore referred to, to be used for the transportation 
and sale of natural gas at Winsted and Norwalk, Conn., will, upon completion 
and operation, be used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the construc- 
tion and operation thereof by Connecticut Gas are subject to the requirements of 
subsections (¢) and (e) of section 7 of the Natural Gas Act. 

(4) The proposed construction and operation of the facilities for the trans- 
portation and sale of natural gas by Connecticut Gas at Winsted and Norwalk, 
Conn., are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Connecticut Gas is able and willing properly to do the acts and to perform 
the service hereinafter authorized and to conform to the provisions of the Natu- 
ral Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) Northeastern having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of rule 1.32 (b) (18 CFR 
1.32 (b)) having been satisfied, sufficient cause exists for the Commission forth 
with to render its final decision in docket No. G—1267. 

(7) Connecticut Gas having requested the omission of the intermediate deci- 
sion procedure and all the requirements of the provisions of rule 1.32 (b) (18 CFR 
1.52 (b)) having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in docket No. G-1954, so far as Connecticut Gas 
makes application for a certificate of public convenience and necessity author- 
izing the construction and operation of facilities for the transportation of natu- 
ral gas, and the sale of natural gas for resale at Winsted and Norwalk, Conn. 

The Commission orders: 

(A) The aforesaid order issued in docket No. G-1267 on November 8, 1950, 
accompanying opinion, 9 F. P. C. 271, issuing a certificate of public convenience 
and necessity to Northeastern, hereby is amended in, and only in, the following 
particulars : 

(1) By deleting the words “The Connecticut Light & Power Co. (Winsted)” 
and “The Connecticut Light & Power Co. (Norwalk)” wherever they may be con- 
tained in said order and opinion, and substituting therefor the words “The Con- 
necticut Gas Co. (Winsted)” and “The Connecticut Gas Co. (Norwalk)” respec- 
tively; 

(2) By deleting the authorization granted to Northeastern in said order and 
opinion to sell and deliver 5,400 M. c. f. of natural gas per day to the Haverhill 
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Gas Light Co. and 1,600 M. ¢. f. per day to Haverhill Electric Co., and substitut- 
ing therefor authorization for Northeastern to sell and deliver 7,000 M. c. f. of 
natural gas per day to the Haverhill Gas Light Co. ; 

(3) By deleting the authorization granted to Northeastern in said order and 
opinion to sell and deliver 2,900 M. c. f. of natural gas per day to the Worcester 
County Electric Co. and 1,200 M. ¢. f. per day to the Spencer Gas Co., and substi- 
tuting therefor authorization for Northeastern to sell and deliver 4,100 M. c. f. of 
natural gas per day to the Central Massachusetts Gas Co. ; 

(4) By deleting the authorization granted to Northeastern in said order and 
opinion to sell and deliver 2,800 M. ¢. f. of natural gas per day to the Leominster 
Gas Light Co. and 1,300 M. ¢. f. per day to the Wachusett Electric Co., and by 
substituting therefor authorization for Northeastern to sell and deliver 4,100 
M. c. f. of natural gas per day to the Wachusett Gas Co. 

(B) The amendment of the order issued November 8, 1950, accompanying 
opinion No. 202, docket No. G-1267, 9 F. P. C. 271, hereby ordered shall not in 
any manner affect the findings and conclusions, terms or conditions of said order 
and opinion except as hereinbefore specitically provided. 

(C) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Connecticut Gas to construct and operate the facilities 
hereinbefore described, all as more fully deseribed in the application in these 
proceedings and the exhibits appended thereto, for the transportation and sale 
of natural gas at Winsted and Norwalk, Conn., subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(D) Connecticut Gas shall report to the Commission, in writing and under 
math, the completion date of the construction of the facilities hereinbefore de 
scribed, together with the date of commencement of operations. 

(E) The certificate granted to Connecticut Gas herein is not transferable, 
and shall be effective only so long as it continues the operations hereby author- 
ized in accordance with the provisions of the Natural Gas Act, as amended, and 
any pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission. 

(F) The rates and charges to the Connecticut Light and Power Co, for natural 
gas sold and delivered to it by Connecticut Gas at Winsted and Norwalk, Conn., 
should not exceed the cost which would result if the facilities to be constructed 
and operated by Connecticut Gas were owned and operated by Connecticut Light 
and Power Co. 

(G) So much of the record in docket No, G-1954 as concerns the application 
of Connecticut Gas for a certificate of public convenience and necessity authoriz- 
ing the construction and operation of facilities, and the sales of natural gas at 
Waterbury, Willimantic, and Putnam, Conn., shall be held open for such deter 
mination as the Commission may later find to be required. 


Adopted: August 14,1952. Issued: August 18, 1932. 


Order approving maintenance of permanent connection for emergency use only 
Columbus & Southern Ohio Electrie Co. 
Docket No. E-6427 


Columbus & Southern Ohio Electric Co. (applicant), a corporation organized 
and existing under the laws of the State of Ohio, engaged in the generation, 
transmission, distribution and sale of electric energy in Ohio, filed an appli- 
cation May 1, 1952, and supplement thereto June 19, 1952, for an order authoriz- 
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ing the maintenance and operation of an interconnection until June 30, 1955, in 
continuous synchronism for emergency use between its facilities and those of 

The Ohio Power Co. (Ohio Co.) at the latter's West Lancaster substation near 

Lancaster, Ohio. The foregoing application was filed pursuant to the provisions 

of section 202 (d) of the Federal Power Act (act) for the purpose of alleviating 

an emergency on the North Central Pool of which applicant is a constituent and 

also to exempt applicant from the jurisdiction of the Federal Power Commis- 

sion (Commission) by reason of the use of the interconnection referred to. 

Applicant asserts that the Ohio Co. is one of several systems of a large inte 
grated systems group referred to as the “Interconnected Companies” also known 
as “North Central Pool.” 

By order entered July 27, 1951, as supplemented by orders entered October 29, 
1951, January 15, July 22, and July 29, 1952, in docket No. E-6369, In the Mat 
ters of Tennessee Valley Authority and others, including the applicant, the Com- 
mission found and determined that an emergency existed on the system of 
Tennessee Valley Authority (TVA) with respect to the service to Oak Ridge 
and Paducah Plants of the Atomic Energy Commission (AEC) and granted to 
certain named companies, including the applicant, exemption from the jurisdic 
tion of the Commission by reason of the use of the interconnections enumerated 
in said orders, including the one here under consideration in or near Lancaster, 
Ohio, until June 30, 1953. 

The Defense Electric Production Administration (DEPA), pursuant to the 
delegation of authority to it, has reviewed the estimates of capabilities, loads and 
margins of the applicant and of the North Central Pool not including applicant 
therein which indicates a substantial deficiency in required operating reserves in 
the North Central Pool at the time of the December peak load period of 1952, 
jeopardizing full power supply to vital defense production. DEPA concluded that 
the interconnected operation should be continued until after the peak period of 
1952-1953 and observed that at the present time margins after allowance for 
operating reserves appear reasonable for 1953 and 1954. 

Applicant proposes to enter into an agreement with the Ohio Power Co. with 
respect to the maintenance and use of its 138 kv. emergency connection with said 
company in continuous synchronism until December 31, 1955 and thereafter sub- 
ject to termination upon 90 days’ advance notice thereof. 

The Commission finds and determines: 

(1) An emergency exists within the meaning of section 202 (d) of the act in 
the North Central Pool with respect to the winter peak load of 1952-1953 by reason 
of the deficiency in required operating reserves to assure adequate power supply 
for vital defense production. 

(2) The interconnection referred to above proposed to be used in continuous 
synchronism with the Ohio Power Co. is in place and available for such operation. 

(3) The maintenance and use of the interconnection referred to above may 
involve the transmission and sale at wholesale of electric energy in interstate 
commerce Within the meaning of section 201 of the act. 

(4) The emergency in the North Central Pool heretofore referred to may be 
alleviated by June 30, 1953. 

(5) The maintenance and use of the interconnection referred to above to June 
30, 1953 to alleviate the emergency in the system of the North Central Pool will be 
coextensive with and serve the emergency needs of TVA with respect to the Oak 
Ridge and Paducah plants of the AEC and be desirable in the public interest as 
expressed in the act. 

The Commission orders: 

(A) The maintenance and use of the interconnection, described above, for the 
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emergency referred to in finding (1) hereinabove is approved to June 30, 1953 
for the purpose of the North Central Pool or the earlier termination of the emer 
gency referred to hereinabove. 

(B) The application for authorization for the use and maintenance of the 
interconnection referred to for emergency purposes by applicant subsequent to 
June 30, 1953 be and it hereby is denied. 

(C) The maintenance and use of the interconnection for the purpose herein 
authorized shall not affect the status of applicant under the act. 

(D) Applicant shall on or before the 15th of each month report to the Commis- 
sion the amounts of electric energy transmitted over the interconnection for the 
purpose herein authorized, as well as such other information as the Commission 
may from time to time require. 


Adopted: August 14,1952. Issued: August 15, 1982. 


Order denying application for rehearing and reconsideration 
Transcontinental Gas Pipe Line Corp. 
Docket No. G-1277 


On July 21, 1952, the Public Utilities Commission of the State of Connecticut 
filed an application for rehearing and reconsideration of the Commission’s order 
issued June 19, 1952, in the above-docketed matter. 

By that order, the Commission ordered that : 

(A) The order of November 4, 1950, accompanying the opinion, 9 F. P. C. 
271, issuing a certificate of public convenience and necessity to Transcon- 
tinental be and it is hereby amended by revoking the authority contained 
therein granted to Transcontinental “to construct and operate the facilities 
required for natural-gas service to New England applied for in that portion 
of docket No. G-1277 not covered by our opinion, issued April 28, 1950” 
9 F. P. C. 32, and revoking the term and condition thereof that Transcon- 
tinental “shall deliver and sell to Northeastern not in excess of 64,000 M. c. f. 
of natural gas per day.” 
The Connecticut Commission, in its application states that it, and the State and 
people of the State of Connecticut, and the gas distributing utilities in the State 
of Connecticut, relied upon the term and condition contained in the order 
of November 4, 1950, aforementioned, and are, therefore, aggrieved by the revoca- 
tion of said term and condition by this Commission. Said application does not 
state that any act or acts of the Connecticut Commission, or of the State or the 
people of Connecticut, or the gas distributing utilities of Connecticut, were com 
mitted in reliance upon said term and condition, or how said revocation will re- 
sult in the aggrievement aforesaid. 

The application of the Connecticut Commission sets forth certain alleged 
errors of fact and law committed by this Commission in issuing the order of 
June 19, 1952, aforementioned. The facts upon which such alleged errors were 
based are a matter of record in this proceeding, and were before the Commission 
when it considered this matter. In fact, the contentions of the Conncticut Com- 
mission are set forth in the order issued June 19, 1952, and are discussed therein. 

The Commission finds: 

The assignments of error and grounds for rehearing and reconsideration 
alleged in said application do not present any questions of fact or of law not fully 
considered by the Commission prior to the issuance of its order of June 19, 1952, 
herein, and do not warrant further hearing, reconsideration, modification, or 
revocation of said order. 
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The Commission orders: 
The said application for rehearing and reconsideration be and it is hereby 
denied. 


Commissioner Wimberly dissenting. 









































Adopted: August 14,1952. Issued: August 15, 19852. 


Order issuing new license (minor) 
W. H. Welch 
Project No. 1169 


Application was filed December 26, 1951, by W. H. Welch, of Piedmont, Calif., 
for a new license under the Federal Power Act (hereinafter referred to as the 
act) for constructed minor project No. 1169, located on Pyramid Creek in 
El Dorado County, Calif., and affecting lands of the United States in the 
SESE, of sec. 8, T. 11 N., R.17 E., Mount Diablo meridian, Calif., within the 
Eldorado National Forest. 

The project—license No. 2 for which expired May 25, 1952—is entirely on 
lands of the United States, occupying 1.45 acres, and consists of: 

(a) All lands constituting the project area and enclosed by a project boun 
dary or the limits of which are otherwise defined ; 

(b) Project structures, comprising a rock and earth diversion dam 6 feet high 
and 45 feet long, 207 feet of timber flume and ditch, a pool, a 20-foot by 20-foot 
powerhouse containing an overshot water wheel connected to a 4-kilowatt gen- 
erator, a standby overshot water wheel outside the powerhouse, a short tailrace 
to the creek, and a transmission line 91 feet long to applicant’s home; and 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, | 
and all rights, and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which formed part of expired license No. 2, which map is desig- 
nated and described as follows: 

Erhibit F-1—(F. P. C. No. 1169-2), a map in one sheet entitled “Minor 
power project of W. H. Welech—Pyramid Creek tract at Kyburz—California 
in Eldorado National Forest, Calif.,” signed on October 12, 1938, by W. H. Welch 
and revised July 10, 1942. 

The original license for the project, which was issued to W. H. Welch on May 
26, 1932, for a period of 10 years, was amended June 16, 1939, to provide for 
certain changes in the project works. License No. 2 was issued to W. H. Welch 
on December 24, 1942, for a period of 10 years from May 26, 1942. 

The Secretary of Agriculture, who has supervision over the Eldorado National 
Forest, has reported on the application. 

The Acting Secretary of the Interior has reported on the application. 

The Department of Fish and Game of the State of California has reported on 
the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
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insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Eldorado 
National Forest was created or acquired. 

(5) The installed capacity of the project is 9 horsepower and the energy gen- 
erated thereby is used by the applicant for domestic purposes. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations 

(7) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a): 10 (¢), insofar as it relates to depreciation reserves: 
10 (d); 10 (f); 11: 12: 14, except insofar as the power of condemnation is re- 
served; 15; 18, except insofar as it relates to fishways; 19; 20; 22: and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to W. H. Welch under sections 
4 (e) and 15 of the act for a period of 10 years, effective as of May 26, 1952, for 
the operation and maintenance of minor project No. 1169 upon lands of the 
United States within the Eldorado National Forest, subject to the terms and 
conditions of the act which is hereby incorporated by reference as a part of this 
license (except that the terms and conditions of part I of the act referred to in 
finding (7) above are hereby waived to the extent therein specified), and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L—7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special condition set forth herein as 
an additional article : 

Article 15.—The licensee shall construct, operate, and maintain a fish screen 
at the project diversion when so directed by the Commission upon recommenda- 
tion by the California Department of Fish and Game. 

(C) Exhibit F-1 (F. P. C. No. 1169-2) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this li- 
cense. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date of 


issuance of this order. 


Adopted: August 19,1952. Issued: August 21, 1952. 
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Order accepting surrender of license (minor), dismissing applications for amend- 
ment of license, and rescinding order authorizing amendment of license 


Town of Monticello, Utah 
Project No. 236 


An application was filed February 15, 1952, by town of Monticello, Utah, li- 
censee for minor project No. 236, for surrender of the license for the project. 














































The license for the project was issued March 25, 1922, to Blue Mountain Irri- 
gation Company for a period of 50 years and transferred, effective as of Janu- 
ary 2, 1940, to town of Monticello, Utah. 

The project, which affected lands of the United States within the Manti-La Sal 
National Forest in San Juan County, Utah, consisted of a small earth dam; a 
storage reservoir of about 1,000,000 gallons capacity; two pipe lines, one with 
a branch line, leading from springs in Pole Creek and North Montezuma Creek 
drainage area to the reservoir; a pipe line leading from the reservoir to a frame 
powerhouse housing a 40-horsepower water wheel driving a 30-kilowatt generator 
and a 75-kilowatt Diesel engine-driven generator with appurtenant equipment ; 
and a short transmission line; together with all other structures, equipment and 
facilities used or useful in the maintenance and operation of the project and lo- 
cated in the project area. 

Applicant states that there is no further need for the license inasmuch as the 
plant was destroyed by fire on June 13, 1951, and it has constructed a new plant 
within the boundaries of the town of Monticello, Utah. 

The annual charges under the license for the project have been paid through 
the year 1951 and the licensee’s copy of the license instrument has been returned. 

The Forest Service has reported that the lands of the United States involved 
have been restored to a condition satisfactory to it. 

The Commission by order entered January 24, 1950, authorized amendment of 
the license for the project pursuant to the filing of two applications therefore, 
one on January 27, 1947, which was supplemented and revised January 31, 1949, 
and March 14, 1949, and the other on June 2, 1949. An amendment of license 
has not been issued pursuant to the said January 24, 1950 order. 

The Commission finds: 

(1) Acceptance of surrender of the license for the project is appropriate as 
hereinafter provided. 

(2) The pending January 27, 1947 application, as supplemented and revised 
January 31, 1949, and March 14, 1949, and the June 2, 1949 application for amend- 
ment of the license for the project should be dismissed; and the pending Janu- 
ary 24, 1950 order authorizing amendment of the license for the project should 
be rescinded. 


The Commission orders: 

(A) Surrender of the license for minor project No. 236 is hereby accepted, ef- 
fective as of December 31, 1951. 

(B) The pending January 27, 1947 application, as supplemented and revised 
January 31, 1949, and March 14, 1949, and the June 2, 1949 application for amend- 
ment of the license for the project are hereby dismissed; and the pending Janu- 
ary 24, 1950 order authorizing amendment of the license for the project is hereby 
rescinded. 


Adopted: August 19,1952. Issued: August 20, 1952. 
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Order disallowing proposed increased rates and dismissing proceeding 
South Jersey Gas Co. 
Docket No. G-1856 


On July 30, 1952, Commission staff counsel filed a motion to dismiss the above- 
entitled proceeding to which no answer has been filed. 

This proceeding arose from two orders issued by the Commission in docket No. 
G-1856 on December 19, 1951, 10 F. P. C. 1617, and January 18, 1952 effecting a 
suspension of South Jersey Gas Company's proposed increased rates designated 
first revised sheet No. 4 and second revised sheet No. 8 to its F. P. C. gas tariff. 
The suspension of the above rate schedules is still in effect. 

South Jersey Gas Co. seeks to justify the proposed filings on an increase in 
rates proposed by its supplier, Transcontinental Gas Pipe Line Corp., in docket 
No. G-1842. On May 28, 1952 the Commission, in said docket No. G—1842, dis- 
allowed the proposed increase as filed by Transcontinental Gas Pipe Line Corp. 
and dismissed and terminated the proceeding in said docket. 

The Commission finds that : 

On these pleadings, the increase proposed by South Jersey Gas Co. cannot be 
justified as filed, and the motion of Commission staff counsel should be granted. 

The Commission orders: 

(A) The proposed increase in rates and charges as set forth in first revised 
sheet No. 4 and second revised sheet No. 8 to South Jersey Gas Company’s F. P. C. 
gas tariff be and the same hereby is disallowed. 

(B) The staff's motion to dismiss be and the same hereby is granted. 

(C) This proceeding be and the same hereby is dismissed and terminated. 


Adopted: August 19,1952. Issued: August 20, 1952. 


Order further amending license (major) 
Safe Harbor Water Power Corp. 
Project No. 1025 


Application was filed June 25, 1952 by Safe Harbor Water Power Corp., 
licensee for major project No. 1025, for amendment of article 23 of the license, 
the amortization reserve provision, effective on and after March 1, 1952. 

The applicant states that on March 1, 1952, it completed twenty years of opera- 
tion under this license and accordingly is presently subject to the requirements 
of section 10 (d) of the Federal Power Act and article 23 of the license. The 
license was issued to the applicant April 22, 1930, and the project is located in 
the Susquehanna River, a navigable water of the United States. 

The Commission finds: 

The amendment of the license as hereinafter provided is appropriate, will 
not alter any of the basic facts upon which the license was issued, and will not 
require public notice. 

The Commission orders: 

(A) The license for project No. 1025, issued April 22, 1930, to Safe Harbor 
Water Power Corp., is hereby further amended, effective as of March 1, 1952, so 
that article 23 thereof shall conform to the amortization reserve provisions pres- 
ently being used in licenses for major projects; said amendment being: 

Paragraph I. Article 23 of the license is amended to read as follows: 

Article 23. After the first 20 years of operation of the project under the 
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license, 6 percent per annum shall be the specified rate of return on the net 
investment in the project for determining surplus earnings of the project for the 
establishment and maintenance of amortization reserves, pursuant to section 10 
(d) of the act; one-half of the project surplus earnings, if any, accumulated 
after the first twenty years of operation under the license, in excess of 6 per- 
cent per annum on the net investment, shall be set aside in a project amortiza- 
tion reserve account as of the end of each fiscal year, provided that, if and to 
the extent that there is a deficiency of project earnings below 6 percent per 
annum for any fiscal year or years after the first 20 years of operation under 
the license, the amount of such deficiency shall be deducted from the amount of 
any surplus earnings accumulated thereafter until absorbed, and one-half of the 
remaining surplus earnings, if any, thus cumulatively computed, shall be set 
aside in the project amortization reserve account; and the amounts thus estab- 
lished in the project amortization reserve account shall be maintained therein 
until further order of the Commission. 

Paragraph II. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as here 
tofore amended. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act. 

(C) This amendment of the license for project No. 1025 shall be accepted and 
returned to the Commission within 60 days from date of issuance of this order. 


Adopted: August 19,1952. Issued: August 20, 1982. 


Order suspending proposed tariff sheets 
Cincinnati Gas & Electric Co. 
Docket No. G—2033 


On July 28, 1952, Cincinnati Gas & Electric Co. (Cincinnati) filed with the 
Commission second revised sheet No. 4, original sheet No. 4A, first revised sheet 
No. 10, second revised sheets Nos. 11 and 12, and original sheet No. 12A to its 
F. P. C. gas tariff, original volume No. 1. 

By the rate filing, Cincinnati proposes to increase the rates and charges to 
its only wholesale customer, the city of Hamilton, Ohio, by an amount of about 
“89,000 for the sales estimated for the year ending May 31, 1953. Cincinnati 
avers that the rate increase application is necessitated principally by the impact 
upon its purchased gas cost, of increased rates filed by Cincinnati's suppliers, Ohi» 
Fuel Gas Co. and Central Kentucky Natural Gas Co. Such higher rates of Ohio 
Fuel Gas Co. are, in part, not yet effective, having been suspended by the Com- 
mission and in part in effect under bond, subject to refund; and the rates of 
Central Kentucky Gas Co. are presently in effect under bond, subject to refund. 

The increased rates and charges provided in said sheets have not been shown 
to be justified and may be unjust, unreasonable, unduly discriminatory or prefer 
ential, or otherwise unlawful. The city of Hamilton has requested that the 
Commission determine the reasonableness of Cincinnati’s rates. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a hear- 
ing, pursuant to the authority contained in section 4 of such act, concerning the 
lawfulness of Cincinnati’s proposed second revised sheet No. 4, original sheet 
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No. 4A, first revised sheet No. 10, second revised sheets Nos. 11 and 12, and 
original sheet No. 12A to its F. P. C. gas tariff, original volume No. 1, and that 
said sheets be suspended as hereinafter provided and the use thereof be deferred 
pending hearing and decision thereon. 

The Commission orders: 

(A) Pursuant to the authority contained in sections 4 and 15 of the Natural 
Gas Act, a public hearing be held upon a date to be fixed by further order of the 
Commission concerning the lawfulness of rates, charges, and classifications con- 
tained in Cincinnati’s second revised sheet No. 4, original sheet No. 4A, first 
revised sheet No. 10, second revised sheets Nos. 11 and 12, and original sheet No. 
12A toits F. P. C. gas tariff, original volume No. 1. 

(B) Pending such hearing and decision thereon, Cincinnati's second revised 
sheet No. 4, original sheet No. 4A, first revised sheet No. 10, second revised sheets 
Nos. 11 and 12, and original sheet No. 12A to its F. P. C. gas tariff, original 
volume No. 1 be and the same are hereby suspended and the use thereof deferred 
until January 27, 1953, and until such further time as they may be made effective 
in the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by section 1.8 
and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission's rules of practice 
and procedure, 


{dopted: August 21,1952. Issued: August 25, 1952. 


Order issuing new license (minor) 
Haven W. Jorgensen 
Project No. 1650 


Application was filed March 8, 1952, by Haven W. Jorgensen, of Echo Lake, 
Calif., for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 1650, located on Echo Creek in El 
Dorado County, Calif., and affecting lands of the United States within the 
Eldorado National Forest. 

The project—the original license for which expired June 16, 1952—occupies 
2.04 acres of lands of the United States, 0.14 acre of which is also occupied by 
project No. 184, and consists of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a rock and cement diversion dam 5% 
feet high and 30 feet long; a 6-inch and 4-inch steel pipeline about 1,300 feet long; 
a small wooden powerhouse; and a 2,300-volt transmission line about 1,590 feet 
long. The installed capacity of the plant is approximately 27 horsepower with 
maximum output estimated at about 17 horsepower ; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights, and interests the possession of which is necessary or appropriate in 
the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which formed part of the expired license, which map is 
designated and described as follows: 

Erhibit P.—(F. P. C. No. 1650-1), a map entitled “Minor power project of 
Curtis M. Rocea, Echo Lake project, Echo Lake, Calif., Eldorado National Forest,” 
and signed by Curtis M. Rocca on August 9, 1939. 
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The original license for the project, which was issued to Curtis M. Rocca on 
June 17, 1942, for a period of 10 years, was transferred, as of June 23, 1946, to 
Haven W. Jorgensen. 

On October 6, 1941, Pacific Gas and Electric Co., licensee for project No. 184, 
filed with the Commission copies of an agreement with Curtis M. Rocca, dated 
September 26, 1941, whereby Pacific Gas and Electric Co. agreed to the occupancy 
of a portion of the lands within project No. 184 by certain of the project works of 
project No. 1650 so long as the same are operated in such manner as not to 
interfere in any way with project No. 184. 

The Under Secretary of Agriculture, acting for the Secretary of Agriculture, 
who has supervision over the Eldorado National Forest, has reported on the 
application. 

The Acting Secretary of the Interior has reported on the application. 

The Department of Fish and Game of the State of California has reported on 
the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a new license for the project. 

2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Eldorado Na- 
tional Forest was created or acquired. 

(5) The installed capacity of the project is approximately 27 horsepower with 
maximum output estimated at about 17 horsepower and the energy generated 
thereby is used by the applicant for lighting, power, and heating his resort. 

(6) The amount of annual charges to be paid by the licensee under the license 
for the purposes of reimbursing the United States for the costs of administration 
of part I of the act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19, 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders : 

(A) This new license is issued to Haven W. Jorgensen under sections 4 (e) 
and 15 of the act for a period of 10 years, effective as of June 17, 1952, for the 
operation and maintenance of minor project No. 1650 upon lands of the United 
States within the Eldorado National Forest, subject to the terms and conditions 
of the act which is hereby incorporated by reference as a part of this license 
(except that the terms and conditions of part I of the act referred to in finding (8) 
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above are hereby waived to the extent therein specified), and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof: and subject to the following special conditions set forth herein as 
additional articles : 

Article 15. The licensee shall reconstruct the powerhouse and transmission line 
in a manner satisfactory to the Forest Service. 

Article 16. The licensee shall construct, maintain, and operate such protec- 
tive devices and comply with such reasonable modifications of the project struc- 
tures and operation in the interest of fish and wildlife resources as may be pre- 
scribed hereafter by the Commission upon the recommendation of the Secretary 
of the Interior. 

Article 17. The agreement between Pacifie Gas and Electric Co., licensee for 
project No. 184, and Curtis M. Rocca, dated September 26, 1941, is hereby incor- 
porated by reference as a part of this license. 

Article 18. The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the cost of adminis- 
tration of part I of the act, $5; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoy- 
ment of its lands, $5. 

(C) Exhibit F (F. P. C. No. 1650-1) is approved as part of this license. 

(I>) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Adopted: August 21,1952. Issued: August 25, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Classification No. 115 
Docket No. DA-768—California—J. C. Parker 


An application was filed by J. C. Parker, of Del Loma, Calif., for restoration 
to mineral entry, requiring a determination under section 24 of the Federal 
Power Act with respect to the following-described lands: Humboldt meridian, 
California: T.5 N., R. 7 E., sec. 21, NEYZNEWY, NWYNWY% 

The lands are within the Trinity National Forest and are withdrawn in power 
site classification No. 115, dated September 21, 1925. 

The lands are located between mile 50 and mile 51.2 of the survey of the Trinity 
River. The land in the NEYNE\ is crossed by the Trinity River and that in 
the NWYNW ¥ lies immediately north of the river. 

Portions of the lands may be affected by development of the water power 
resources of the river under some of the various suggested plans. However, 
the attractiveness of this stretch of the river for power development is some- 
what diminished by the fact that it is paralleled by an improved highway (U. S. 
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No. 299), a considerable portion of which would be flooded under the various 
suggested plans for development of the river, necessitating very expensive high- 
way relocation. 

Pending future possible development, use of the lands for mining purposes as 
hereinafter provided will not affect materially their power value. 

Interested federal and state officials have reported on the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, for mining purposes only, subject to the provisions of section 24 of the 
Federal Power Act, as amended; subject to the stipulation that, if and when the 
lands are required wholly or in part for purposes of power development, and 
structures, machinery, or improvements placed thereon which shall be found to 
interfere with such development shall be removed or relocated as may be neces- 
sary to eliminate interference with power development without expense to the 
United States or its permittees or licensees; and subject to the further stipula- 
tion that the United States, its permittees or licensees shall not be held liable 
for any damage to structures, machinery, or improvements placed thereon re- 
sulting from the construction, operation or maintenance of hydroelectric power 
facilities authorized by the United States. 

The above-described lands will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of res- 
toration, and no preference right to the lands is acquired by the filing of the 
application for restoration or by this action taken by the Commission with re- 
spect to the lands. 


Adopted: August 19,1952. Issued: August 20, 1952. 


Order requiring the production of records and data by Union Producing Co. 
United Gas Pipe Line Co. 
Docket Nos. G—1142 and G-2019 


By order issued October 13, 1948, the Federal Power Commission instituted a 
general investigation, pursuant to the provisions of the Natural Gas Act, particu- 
larly section 5 thereof, to determine whether any rate, charge, service or classi- 
fication, demanded, observed, charged, or collected by United Gas Pipe Line Co., 
for or in connection with the transportation or sale of natural gas subject to the 
jurisdiction of the Commission, and any rule, regulation, practice, or contract 
affecting such rate, charge, service or classification are unjust, unreasonable, 
unduly discriminatory or preferential. 

By order issued on August 1, 1952, the Commission, pursuant to the authority 
contained in section 4 of the Natural Gas Act, suspended United Gas Pipe Line’s 
proposed rate schedules PL-8, T-1, T-2, and T-38 providing for increased rates 
and charges as set forth in United Gas Pipe Line Company’s proposed F. P. C. 
gas tariff, original volume No. 1, including the applicable general terms and con- 
ditions together with the preexisting contract statements pertinent thereto and 
United Gas Pipe Line’s proposed notices of cancellation. By such order the Com- 
mission further provided that public hearings thereon be held at a time and 
place and at a date to be fixed by further order of the Commission concerning the 
lawfulness of the rates, charges, classifications, or services subject to the juris- 
diction of the Commission which were suspended. 
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On August 11, 1952, B. P. Stockwell, representing the Federal Power Com- 
mission, requested by letter that certain specified records and data relating to 
Union Producing Co. properties be made available for examination and study 
by the staff of the Commission in connection with a field examination of the 
books, records, and accounts of United Gas Pipe Line Co., to determine the total 
estimated remaining recoverable gas reserves under all properties of Union 
Producing Co. as of any given date and to determine the depletion rate by 
years. On August 13, 1952, Union Producing Co. advised the Federal Power 
Commission by letter signed by H. R. Bennett, vice president, that Union 
Producing Co. had given careful consideration to the request of August 11, 1952, 
and upon advice of its counsel declined to accede to the request of the Com- 
mission’s representative, B. P. Stockwell. 

Upon being advised of such refusal by Union Producing Co., the Commission 
under date of August 20, 1952, dispatched the following telegram to Union 
Producing Company : 

Reurlet August 13, pursuant to the provisions of section 8 (¢), section 14 
and other provisions of the Natural Gas Act, it is requested that you make 
available to Mr. B. P. Stockwell the records and data specified in his request 
No, E-207, dated August 11, 1952, in furtherance of the Commission's gen- 
eral rate investigation at docket No. G-1142. This is, however, without 
prejudice to any questions which may be present involving the extent of 
the Commission’s jurisdiction over Union Producing Co. or the treatment 
to be accorded by the Commission to any elements in the general rate 
investigation of United at docket No. G—1142 and other dockets consolidated 
therewith. Please advise by return telegram whether you will comply 
with the request. By direction of the Commission. 

On August 21, 1952, Union Producing Co., by its vice president, H. R. Bennett, 
advised the Commission by wire as follows: 

Re your telegram August 20th requesting that we make available to Mr. 
B. P. Stockwell the records and data specified in his request Number E-207 
dated August 11, 1952, we have given careful consideration to your request 
and have again reviewed and discussed this matter and your request with 
our counsel and on their advice we respectfully decline to comply with 
your request for the reasons set forth in our letter to you dated August 
13, 1952. 

Union Producing Co. and United Gas Pipe Line Co. are wholly owned sub- 
sidiaries of United Gas Corp., and Union Producing Co. produces and sells 
large volumes of natural gas to United Gas Pipe Line Co. which is transported 
in interstate commerce by the latter and sold at rates and under terms and 
conditions specified in rate schedules filed with the Federal Power Commission, 
in states other than the states of production for resale for ultimate public con- 
sumption for domestic, commercial, industrial, and other uses. 

The Commission finds: 

The records and data relating to Union Producing Co. properties requested of 
such company by letter dated August 11, 1952, attached hereto as Exhibit “A” 
and made a part hereof by reference, are relevant, material, and necessary to 
the inquiry and investigation in docket No. G-1142, as well as other dockets 
consolidated therewith, and the rate suspension proceedings in docket No. 
G—2019. 

The Commission orders: 

Under and by virtue of the jurisdiction and authority specified in section 
8 (c), section 14, and other pertinent provisions of the Natural Gas Act, Union 
Producing Co. be and it is hereby directed to produce and make available, on 
or before September 2, 1952, at the offices provided for the Commission’s staff 
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by United Gas Pipe Line Co. in Shreveport, La., for inspection and analysis by 
B. P. Stockwell and other members of the staff of the Commission, all the records 
and data specified in letter request No. E-207, dated August 11, 1952, and at- 
tached hereto as exhibit “A.” 






































Adopted: August 21,1952. Issued: August 22, 1952. 





ExHibBIt A.—Federal Power Commission General Investigation—United Gas Pipe 


Line Company— F. P. C. Docket No. G—1142. 





Request for Books, Records, etc., of Union Producing Company 
Attention: Mr. R. E. Hull 


Please furnish the following records and data relating to Union Producing Co. 
properties : 
The principal records and data desired are as follows: 
1, Leasehold maps which identify all properties of the company used to produce 
gas in any form, or which are held for future development. 
List of all gas wells operated by Union Producing Co. 


bo 


3. Structure maps for all producing zones on company properties. 

4. Isopach maps for all producing zones. 

5. Well completion data. 

6. Production data by individual wells and/or leases. 

7. Enough electric logs to spot check isopach data and prepare an independent 
estimate of the gas reserves. 

8. Basic reservoir data, porosity, connate water, pressure, temperature, ete. 

9. Reservoir pressure data, for zones in which it is not possible to prepare an 


isopach map, these data must be sufficiently detailed to prepare curves of 
cumulative production vs. pressure decline. 

10. Information pertaining to the estimated abandonment pressure for the various 
zones. 

11. In cases of associated or dissolved gas reserves, sufficient data pertaining to 
the oil reservoir and production characteristics to estimate the remaining gas 
reserves. 

A suitable place to work is desired for as many as five people, to examine these 
maps, logs, ete., and to prepare production and pressure records. 
FEDERAL POWER COMMISSION 
Purpose: To determine the total estimated remaining recoverable gas reserves 
under all properties as of any given date, and to determine the depletion rate by 
years. 


Requested Aug. 11, 1952. 
NI iio cid siraaseiccaecntlkinceei By (s) B. P. STocKWELL 
I cipher 


A prompt reply to this request is desired, as we have five men here, ready to 
start work on this project. 
Order amending order issuing a certificate of public convenience and necessity 
Lake Shore Pipe Line Co. 
Docket No. G-—1236 


On February 15, 1951, the Commission issued a certificate of public convenience 
and necessity to Lake Shore Pipe Line Co. (Lake Shore), authorizing natural- 
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gas service in the northeastern Ohio area. This certificate was issued upon the 
following condition, among others: 


(A) (vi) Lake Shore Pipe Line Co. shall submit at least 60 days prior 
to the commencement of operation, rate schedules and service agreements 
in the form satisfactory to the Commission for the transportation and sale of 
natural gas which shall provide rates for firm service which will produce 
charges not in excess of those which would result from a demand charge of 
$3 per M. c. f. per month and a commodity charge of 19.4 cents per M. c. f. 


On July 11, 1952, as amended on August 20, 1952, Lake Shore filed a petition re- 
questing that the above condition be modified to permit the filing of an initial 
rate which will produce charges not in excess of those which would result from 
a demand charge of $3.10 per M. ec. f. per month and a commodity charge of 21.8 
cents per M. c. f. and to permit the filing of such rate schedules and service agree- 
ments 30 days prior to the commencement of operation. 

The requested increase in the initial rate is based entirely on an increase in 
purchase gas cost over that required of Lake Shore at the time of hearing. It 
also appears that the initial service by Lake Shore will be available on or about 
September 26, 1952 and that natural gas should be rendered as soon as possible. 

Lake Shore’s petition has been served upon all parties to the proceeding and 
no opposition to the request has been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order issued on February 15, 1951, accompanying opinion in Docket No. G—1236 
10 F. P. C. 22, be amended as hereinafter provided. 

The Commission orders: 

Paragraph (A) (vi) of the Commission's order issued February 15, 1951, in 
docket No. G—1236, be and the same hereby is amended to read as follows: 

Lake Shore Pipe Line Co. shall submit at least 30 days prior to the com- 
mencement of operation, rate schedules and service agreements in the form 
satisfactory to the Commission for the transportation and sale of natural 
gas which shall provide rates for firm service which will produce charges 
not in excess of those which would result from a demand charge of $3.10 
per M. c. f. per month and a commodity charge of 21.8 cents per M. ec. f. 


Adopted: August 26,1952. Issued: August 27, 1952. 


Order amending license (minor-part) 
»acific Gas & Electric Co. 
Project No. 1061 


Application was filed on September 11, 1939 by Pacific Gas and Electric Co., 
licensee for minor-part project No. 1061, located on South Fork Stanislaus River 
in Tuolumne County, Calif., and affecting in part lands of the United States 
within the Stanislaus National Forest. 

The application sought amendment of the license to show replacement of the 
powerhouse with a modern structure containing new electrical equipment and 
replacement of about one-third of the penstock with new pipe. The static head 
on the plant was increased from 930 feet to 1,155 feet by elimination of the surge 
box, thus increasing the power capacity from 1,860 horsepower to 2,300 horse- 
power. The amendment involved no change in the amount of lands of the 
United States occupied by the project. 


804039—57——-79 
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Commission action on the application for amendment has been deferred pend- 
ing disposition of a proceeding involving Pacific Gas and Electric Company’s 
licensed project No. 708, known as the Melones Project, whose capacity value and 
energy output is contributed materially to by project No. 1061. That proceeding 
was disposed of by Commission order issued February 26, 1952. 

The Acting Chief, Forest Service, acting for the Secretary of Agriculture, 
who has supervision over the Stanislaus National Forest, has reported on the 
application. 

The Commission finds: 

(1) The minor-part license, amended as hereinafter provided, will not inter- 
fere with the purposes for which the Stanislaus National Forest was created or 
acquired, and will not alter any of the basic facts upon which the license was 
issued. 

(2) The maps and specifications designated as exhibit K—sheet 4A (F. P. C. 
No. 1061-8; P. G. & E. No. 48682) and amended exhibit M, conform with the Com- 
mission’s rules and regulations and should be approved as part of the minor-part 
license of the project, and exhibit K—sheet 4 (F. P. C, No. 1061-5; P. G. & E. No. 
44421) and exhibit M, both of which are superseded, should be eliminated from 
the minor-part license for the project. 

The Commission orders: 

(A) The minor-part license for Pacific Gas and Electric Company’s project 
No. 1061 is hereby amended, effective as of February 20, 1940, the date the re- 
developed project was placed in commission, to provide for the replacement of the 
powerhouse and part of the penstock. 

(B) The exhibits described in finding (2) above as conforming with the Com- 
mission’s rules and regulations are hereby approved as part of the license for the 
project as amended, and the exhibits described in finding (2) above as having 
been superseded are hereby eliminated from the license as amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this amend 
ment. In acknowledgment of the acceptance of this amendment, it shall be 
signed for the licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


Adopted: August 26,1952. Issued: August 29, 1952. 


Order issuing new license (minor) 
Glen Ashmead and C. W. Ashmead 
Project No. 1824 


Application was filed October 31, 1950, by Glen Ashmead and C. W. Ashmead, 
of Stehekin, Wash., for a new license under the Federal Power Act (hereinafter 
referred to as the act) for constructed minor project No. 1824, located on Purple 
Creek in Chelan County, Wash., and affecting lands of the United States within 
the Chelan National Forest. 

The project—the license for which expired March 31, 1951—is former minor 
project No. 1141 improved, occupying 0.53 acre of lands of the United States, and 
consists of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a concrete diversion dam on Purple Creek, 
an 8-inch and 10-inch steel pipeline about 1,313 feet long, an 8-foot by 8-foot 
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frame powerhouse on Lake Chelan and a short transmission line to the applicants’ 
resort hotel ; 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and all 
rights, and interests the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 

The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the application for license, and which is 
described as follows: 

Exhibit F.—(F. P. C. No. 1824-2), a map entitled “Hydroelectric power pro- 
ject of Glen Ashmead and C. W. Ashmead, Stehekin, Wash.,” signed by Glen 
Ashmead and C. W. Ashmead, and filed with the Commission on July 16, 1952. 

The license for project No. 1141, which was issued to E. O. Blankenship on 
April 2, 1931, for a period of 10 years and surrendered April 1, 1941 (the effec- 
tive date of the license for project No. 1824), had been previously transferred to 
George F. Miller and Emil H. Miller, and, effective as of February 2, 1989, the 
interest of Emil H. Miller was transferred to George F. Miller. The license for 
project No. 1824, which was issued to George F. Miller on April 1, 1941, for a 
period of 10 years was transferred as of June 1, 1945, to Peter E. Miller, and as 
of January 20, 1947, from the latter to Glen Ashmead and G. W. Ashmead, the 
present applicants. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chelan National Forest, has reported on the application. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported on the application. 

The Departments of Fisheries and Game of the State of Washington have 
reported on the application. 

The Commission finds: 

(1) The applicants are citizens of the United States and have submitted 
satisfactory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Chelan National 
Forest was created or acquired. 

(5) The installed capacity of the project is about 12 horsepower and the energy 
generated thereby is used by the applicants for domestic purposes in their resort 
hotel. 

(6) The exhibit described and designated in the second paragraph of this order 
conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Section 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a): 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 
(a), insofar as it relates to the determination of fair value. 
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The Commission orders: 

(A) This new license is issued, without charge, to Glen Ashmead and C. W. 
Ashmead under sections 4 (e) and 15 of the act for a period of 10 years, effective 
as of April 1, 1951, for the operation and maintenance of minor project No. 1824 
upon lands of the United States within the Chelan National Forest, subject to 
the terms and conditions of the act which is hereby incorporated by reference as 
a part of this license (except that the terms and conditions of part I of the act 
referred to in finding (7) above are hereby waived to the extent therein specified), 
and subject to such rules and regulations as the Commission has issued or 
prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof. 

(C) The exhibit described and designated in the second paragraph of this 
order is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
licensees and returned to the Commission within 60 days from the date of 
issuance of this order. 


Adopted: August 26, 1952. Issued: August 29, 1952. 


Determination for highway material site under section 24 of the Federal Power 
Act 


Land Withdrawn in Power Site Reserve No. 280 
Docket No. DA-410—Oregon—Oregon State Highway Department 


Application was filed by Oregon State Highway Commission for a highway ma- 
terial site under the act of November 9, 1921 (42 Stat. 212-216), requiring a de- 
termination under section 24 of the Federal Power Act with respect to the 
affected portions of the following described land only: Willamette meridian, 
Oregon: T. 26 S., R. 6 W., sec. 8, lot 1 except the west 660 feet thereof. 

The subject land is withdrawn in power site reserve No. 280, June 4, 1912, and 
its power value arises from its location in the flowage area along the South 
Umpqua River to which it is adjacent. 

Development of the power site does not appear to be imminent and use of the 
land in the meantime for a material site by the Oregon State Highway Commis- 
sion will not materially injure or destroy the said land for power development 
purposes. 

Interested Federal officials have reported favorably on the application. 

The Commission determines: 

The value of the affected land above described will not be injured or destroyed 
for power development purposes by location thereon of a proposed material site, 
subject to the provisions of section 24 of the Federal Power Act, and subject to 
the stipulation that when and if the land is required for purposes of power de- 
velopment by the United States or its permittees or licensees, the State of Oregon 
shall remove or relocate any and all structures from the portion of the land af- 
affected without costs or damages to the United States, its permittees or licensees. 


Adopted: August 26,1952. Issued: August 27, 1952. 
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Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 87 


Docket No. DA~—769-California—Bureau of Land Management, United States 
Department of the Interior 


The Bureau of Land Management, United States Department of the Interior, 
has requested that a determination be made under section 24 of the Federal 
Power Act with respect to the following described land: Mount Diablo meridian, 
California: T. 6 N., R. 13 E. see. 17, NEYNEYSE\. 

The subject land is withdrawn in power site reserve No. 87 created July 2, 1910. 

The power value of the land consists of its use as a location for any tunnels or 
conduits in connection with the suggested Railroad Flat dam site and reservoir. 
The tract above described is located about 3 miles downstream from the said dam 
site and it lies north of the bank of the South Fork Mokelumne River. 

There are no known plans for the immediate development of any power projects 
affecting the land. Pending possible power development the use of the land for 
other purposes will not injure or destroy its value for power development. 

Interested Federal officials and State officials have reported on the application. 

The Commission determines: 

The value of the land hereinbefore described will not be injured or destroyed 
for purposes of power development by entry, location or selection under the public 
land laws, subject to section 24 of the Federal Power Act, as amended. 

The above-described land remains in the status of withdrawal insofar as the 
application for homesite entry is concerned, until the Bureau of Land Manage- 
ment, Department of the Interior, issues a formal order of restoration, and no 
preference right to the land is acquired by the filing of the application for 
restoration, or by virtue of this action taken by the Commission. 


Adopted: August 26,1952. Issued: August 27, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 261 
Docket No. DA-771-California—Dewey Mose 


An application was filed by Dewey Mose of West Point, Calif. for a determina- 
tion under section 24 of the Federal Power Act with respect to the following 
described land: Mount Diablo meridian, California: T. 6 N., R 13 E., see. 2, 
lot 10 

The subject land is withdrawn in power site reserve No. 261 on December 1, 
1913. 

The land is located near the summit of the divide between the Middle and 
North Forks of the Mokelumne River so far removed from the river or any of 
its tributaries or branches and so elevated above these water courses as to be 
without power value except as a possible site for transmission line location. The 
water power resources of the North Fork appear to be fully developed under 
license in project No. 137 so as to preclude any speculation as to any future use 
of this land for diversion by conduit to another project and under an application 
for project No. 593 on the Middle Fork it was found that the subject land would 
have little or no value with respect to it. 

Interested Federal officials have reported on the application and State offi- 
cials have registered no objection to the application. 


’ 
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The Commission determines: 

The value of the land hereinbefore described will not be injured or destroyed 
for power development purposes by entry, location or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended. 

The above-described land remains in the status of withdrawal insofar as the 
application for homesite entry is concerned, until the Bureau of Land Manage- 
ment, Department of the Interior, issues a formal order of restoration, and no 
preference right to the land is acquired by the filing of the application for 
restoration, or by virtue of this action taken by the Commission. 


Adopted: August 26,1952. Issued: August 28, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 87 
Docket Nos. DA-770 and DA-779-California—Virgil M. Airola and Hazel Avise 


Applications were filed by Virgil M. Airola of San Andreas, Calif., and Hazel 
Avise of California for restoration to location for mining purposes requiring a 
determination under section 24 of the Federal Power Act with respect to the 
following described land: Mount Diablo meridian, California: T. 6 N., R. 13 E., 
sec.9, NW% SW'4. 

The subject land is withdrawn in power site reserve No. 87, created December 
20, 1909 and made permanent by Executive order, July 2, 1910; further reserved 
in part for conduit location pursuant to filing of an application for license 
(minor part) for project No. 874 which license was revoked by court decree 
September 21, 1943. 

The subject land is crossed by the Middle Fork Mokelumne River, the greater 
portion thereof lies on the south bank thereof. Use of the land has been limited 
to the license above mentioned and future power development of the river 
at this point, according to the only suggested plan for development, is the possible 
diversion of the water near West Point to the proposed Railroad Flat Reservoir 
on the South Fork. The point of diversion would probably be about 2 miles up- 
stream from this land which would not be affected thereby. However, in the 
plan for ultimate development of the water power resources in this area the 
subject land may have value for conduit location, but such use is very remote. 

Pending any future use of the land for power purposes its value will not be 
injured or destroyed by other uses and occupations. 

Interested Federal and State officials have reported on the application. 

The Commission determines: 

The value of the land hereinbefore described will not be injured or destroyed 
for power development purposes by entry, location or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended. 

The above described land is to remain in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal order of restoration, 
and no preference right to the land is acquired by the filing of the application for 
restoration, or by virtue of this action taken by the Commission. 


Adopted: August 26,1952. Issued: August 28, 1952. 
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Findings and order issuing certificutes of public convenience and necessity, direct- 
ing interconnection of natural gas transportation facilities and sale of natural 
gas, and permitting and approving abandonment of natural gas facilities and 
service 

Mississippi River Fuel Corp., St. Charles Gas Corp., Arkansas Louisiana Gas Co., 

Interstate Natural Gas Co., Inc., and Hope Producing Co. 


Docket Nos. G—1281, G-1454, G-1490, G—1505, G-—1510, G—1524, G—-1653, G-1755, 
G—-1932, G-1739, G-1797, G-1822 


The proceedings in docket Nos. G-1281, G—1454, G-—1490, G—1505, G—1510, 
G-1524, G-1653, G-1755 and G-1932 involve applications of Mississippi River 
Fuel Corp. (Mississippi), filed in docket No. G—1281 on September 19, 1949, 
as amended January 30, May 15, June 16, August 17, and September 28, 1950, and 
May 20, 1952,. docket No. G-1454 on August 2, 1950, docket No. G-—1490 on 
September 22, 1950, as supplemented October 19, 1950, docket No. G—1505 on 
October 9, 1950, as amended May 20, 1952, docket No. G—1510 on October 16, 1950, 
as amended May 20, 1952, docket No. G-1524 on November 1, 1950, docket No. 
G-1653 on April 4, 1951, as supplemented May 1 and 7, 1951, Docket No. G—1755 
on July 31, 1951, as supplemented September 20, October 1, 9, 12, 19 and 23, 
1951, and docket No. G—1932 on April 4, 1952, as supplemented July 2, 1952, for 
certificates of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the acquisition, abandonment, relocation, con- 
struction and operation of certain natural-gas transmission pipeline facilities, 
subject to the Commission’s jurisdiction, designed to increase the rated daily 
sales capacity of Mississippi’s interstate natural-gas pipeline system from 266,000 
M. ec. f. to 450,000 M. ¢. f. per day. The facilities involved, most of which are 
already in operation pursuant to certificate authorizations (temporary cer- 
tificates in nearly all instances) heretofore issued by the Commission, are being 
used, or proposed to be used, to supply natural-gas service to some new customers 
and increase service to existing customers. 

The proceedings in docket No. G—1739 involves an application of St. Charles 
Gas Corp. (Gas Corp.), filed on July 11, 1951, pursuant to section 7 of the Nat- 
ural Gas Act, requesting an order directing Mississippi to establish at a point 
in Madison County, Ill, physical connection of its natural-gas transportation 
facilities with a pipeline which Gas Corp. proposes to extend to the city of St. 
Charles, St. Charles County, Mo., and to sell natural gas to Gas Corp. for re- 
sale in that city and its environs, and requesting a certificate of publie con- 
venience and necessity authorizing Gas Corp. to acquire, construct and operate 
certain natural-gas pipeline facilities from the proposed point of interconnec- 
tion with Mississippi's facilities in Madison County, IIL, to the city of St. Charles. 

The proceeding in docket No. G—-1797 involves an application of Arkansas 
Louisiana Gas Co. (Ark.-La.), filed September 20, 1951, pursuant to section 


1 After hearings, which were held commencing May 24 and concluding June 16, 1950, the 
Commission entered on July 27, 1950, its opinion and order, 9 F. P. C. 198, in part issuing 
a certificate covering only a part of the application as then amended in docket No. G—1281, 
and in part reopening the proceeding. 

2 The authorized capacity of 266,000 M. ¢. f. per day was provided by facilities covered 
by the certificates issued to Mississippi by the Commission's order dated March 1, 1944, 
in docket No. G-—291, 4 F. P. C. 535; by findings and order dated August 27, 1946, in 
docket No. G—583, 5 F. P. C. 742; opinion and order dated August 28, 1946, in docket No 
G-—713, 5 F. P. C. 206; presiding examiner’s initial decision and order dated November 6 
1947, which became effective on December 8, 1947, as final decision and order of the Com 
mission in docket No. G—863, 6 F. P. C. 280; and findings and order dated November 23, 
1948, in docket No. G—999, 7 F. P. C. 1045. 
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7 of the Natural Gas Act, requesting an order directing Mississippi to establish 
physical connection of its natural-gas transportation facilities at or near the 
town of Humnoke, Lonoke County, Ark., with facilities to be installed there 
by Ark.-La., and to sell natural gas to it for resale and distribution in the town 
of Humnoke and environs. 

The proceeding in docket No. G—1822 concerns the joint application filed on 
October 22, 1951, as amended January 9, 1952 by Interstate Natural Gas Co., Inc., 
and Hope Producing Co., pursuant to section 7 of the Natural Gas Act, for an 
order permitting and approving the abandonment of certain natural-gas trans- 
mission pipeline facilities used for rendering service to Mississippi and the 
abandonment of the sale of natural gas to Mississippi from and after September 
1, 1952. 

Pursuant to due notice public hearings were held in Washington, D. C., con- 
cerning the matters involved and the issues presented by the applications and 
other pleadings filed in the above-entitled proceedings, as follows: in docket No. 
G-1281 on May 24, 25, 26, June 14, 15 and 16, and September 20 and 22, 1950; 
in docket No. G—1454 on October 19, 1950; in docket No. G—1755 on October 16, 
23, and 24, 1951; in docket Nos. G-1281, G—1454, G-1490, G-1505, G-1510, G-1524, 
G-1653, G-1739, G-1755, G-1797 and G-—1882, on May 12, 13, 14 and 15, 1952; 
and in docket Nos. G—1281, G—1454, G-1490, G-1505, G-1510, G-1524, G—1653, 
G-1739, G-1755, G-1797, G-1822 and G-—1932, on July 14, 16, 17 and 18, 1952. 
The Commission’s orders entered March 25, May 15 and June 10, 1952 provided 
that the aforementioned consolidated hearings, pursuant to sections 5, 7, 15 and 
16 of the Natural Gas Act, as amended, and the Commission’s Rules of Prac- 
tice and Procedure (18 CFR, part 1), be held concerning, in addition to the mat- 
ters involved and issues presented by the applications and other pleadings filed 
in the enumerated dockets, the matters involved and issues related to, inter alia, 
the need, if any, for change in Mississippi's service rules and regulations, cur- 
rently in effect upon an interim basis, to govern Mississippi’s future deliveries 
and sales of natural gas; and the character, scope and provisions of any such 
changes to such service rules and regulations. 

All parties waived or concurred in the waiving and omission of the inter- 
mediate decision procedure, under the provisions of section 1.30 of the Commis- 
sion’s rules of practice and procedure (18 CFR 1.30). Opportunity has been 
afforded, to the extent requested by any parties, for the filing of briefs and 
proposed findings and conclusions, with supporting reasons. The time for their 
submittal, including any answer or reply briefs, expired on August 14, 1952. 

Several interveners were permitted to participate in these proceedings. Their 
identity is a matter of record. Of particular interest is the village of Dupo, II. 
(Dupo), which intervened in the proceedings at docket No. G-1932 and requested 
that Mississippi be directed and required to sell and deliver natural gas to it for 
resale in the village and its environs. Although Ark-La and Gas Corp. did not 
file petitions to intervene in docket No. G—1932, both filed applications pursuant 
to section 7 (a) of the Natural Gas Act, requesting that Mississippi be directed 
and required to sell and deliver natural gas to them for resale in Humnoke, 
Ark., and St. Charles, Mo., respectively, which applications were consolidated 
for hearing with, inter alia, docket No. G-—1932. In the circumstances here, to 
secure to Ark-La and Gas Corp. the substantial rights to which they are entitled 
under the Natural Gas Act, and to enable the Commission properly to determine 
all the issues presented on the consolidated record, the Commission finds that it 
is appropriate in carrying out the provisions of the act that Ark-La and Gas 
Corp. be considered and treated as interveners in docket No. G—1932, with the 
same rights and subject to the same conditions as other interveners herein. 
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See the Commission's opinion and order dated February 17, 1949, In the Matters 
of Texas Eastern Transmission Corp., et al., docket Nos. G—1003, et al., 8 F. P. C, 
139. 

MISSISSIPPI CERTIFICATE PROCEEDINGS 


(1) Docket No. G—1281 

The proceeding in docket No. G-1281 concerned initially the application filed 
by Mississippi on September 19, 1949, as amended January 30, May 15, and June 
16, 1950, for a certificate of public convenience and necessity, pursuant to section 
7 of the Natural Gas Act, for authorization: 

(a) Compressor Facilities —(1) To construct and operate 4,100 horsepower 
of additional compressor units in two previously authorized compressor stations 
as follows: 


Number Total 


Location of Units Rated HP 


Perryville, La 2 2, 100 
West Point, La i . 2 2, 000 
4 4, 100 


(2) To lease and operate seven new compressor stations with a total of 
28,380 horsepower, the new stations to be constructed by the Stupp Brothers 
Bridge and Iron Co. (Stupp Bros.), as follows: 


Number Total 


Location of Units Rated HP 


Fountain Hill, La- 4 3, 520 
Glendale, Ark 5 5, 500 
Carlisle, Ark - -- 4 4, 400 
Tuckerman, Ark _- 4 3, 520 
Biggers, Ark 4 4, 400 
Poplar Bluff, Mo-_- ; ' ‘amit 4 2, 640 
Twelvemile, Mo.....-..- cdaenll sid ee a 4 4, 400 

29 28, 380 


(b) Gas Scrubbers.—To construct and operate seven 66-inch gas scrubbers, 
one each downstream from the discharge of each of the proposed seven new com- 
pressor stations, and two 60-inch scrubbers downstream from Mississippi’s 
existing Perryville No. 2 and West Point No. 2 compressor stations. 

(c) Mississippi River Crossing Facilities—For the purpose of making addi- 
tional deliveries of gas to the Laclede Gas Co. in St. Louis, to construct and oper- 
ate approximately 4.6 miles of 12-inch pipeline, in a four-line manifold cross- 
ing of the Mississippi River, extending from a point on the east side of the 
Mississippi River in St. Clair County, Ill, to a point on the west side of the 


River in St. Louis County, Mo., in the vicinity of Laclede Gas Company’s coke 
plant; and to construct and operate approximately seven-tenths of a mile of 
24-inch pipeline to connect the east header of this new river crossing with 
: Mississippi’s Alton pipeline facilities. 
1 (d) Dubach-Perryville Pipe Line—To construct and operate approximately 
> 40 miles of 18-inch diameter pipeline extending from a point near Dubach, Lin- 
t coln Parish, La., easterly to a point of connection with the southern terminus 
2 of Mississippi's existing pipeline system at its Perryville compressor stations 
e near Perryville, Ouachita Parish, La., for the purpose of connecting to its system 


additional sources of natural gas supply. 
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After hearings, which were held commencing May 24 and concluding June 16, 
1950, the Commission by its opinion 9 F. P. C. 198, ordered entered July 27, 1950 
granted a certificate authorizing Mississippi to construct and operate the facili- 
ties described in subparagraphs (¢c) and (d) above, and authorizing also the 
continued operation of the 4,100 horsepower of additional compressor units 
described in subparagraph (a) (1) above, on the conditions stated in the order.’ 
The Commission found, among other things, that the proposed leasing arrange- 
ment of the facilities described in subparagraph (a) (2) above, was not in the 
public interest, and, further, that Mississippi had failed to show that it possessed 
a supply of natural gas reasonably adequate to render the service proposed. 
It found that there existed a public demand and market for the increased 
volumes of natural gas proposed to be made available. The Commission’s order 
provided that Mississippi be afforded an opportunity at further hearings to 
submit additional evidence in support of the G—1281 application. 

On August 17, 1950, Mississippi amended its G—-1281 application to request 
authority to acquire from Stupp Brothers such of the proposed seven stations 
as had been completed, namely, the Glendale, Biggers and Twelvemile stations, 
and requested authority for Mississippi to construct and operate the other pro- 
posed stations, namely, the Fountain Hill, Carlisle, Tuckerman and Poplar Bluffs 
stations. At the same time, Mississippi requested further hearings and a tem- 
porary certificate to operate the three Stupp stations and to commence con- 
struction of the remaining four stations involved. In support thereof Mississippi 
filed a “precedent agreement” with United Gas Pipe Line Co. (United) by which 
United agreed to enter into a contract to sell and deliver to Mississippi up to 
210,000 M. ec. f. of additional natural gas per day commencing February 2, 1952, 
contingent upon, among other matters, United obtaining a certificate of public 
convenience and necessity in accordance with its then pending application in 
Docket No. G—1447. 

On August 22, 1950, the Commission entered its opinion and order, 9 F. P. C. 
219, granting the requested temporary certificate upon the conditions, among 
others, that Mississippi supply gas to Fort Smith Gas Corp. for emergency serv- 
ice in Corning and Pocahontas, Ark., and that Mississippi file emergency service 
rules and regulations to govern its deliveries and sales of natural gas to all its 
customers. Such rules were subsequently filed and were allowed to become effec- 
tive, as of November 1, 1950, for a period extending to February 2, 1952. These 
were replaced by rules which the Commission, by its order dated January 31, 

1952, allowed to take effect on February 2, 1952, upon an interim basis. In addi- 
tion to the temporary certificate granted by the Commission’s opinion and order 
dated August 22, 1950, 9 F. P. C. 219, the Commission later granted to Mississippi 
in docket No. G-1281 the following temporary certificate authorizations: 

On September 14, 1950, to construct and operate, in lieu of the Mississippi River 
crossing facilities described in subparagraph (c) above, approximately 0.7 mile 
of 24-inch diameter pipeline from Mississippi’s Alton line to the east header 
of the land side of the main Mississippi River levee; four 12*4-inch light wall 
pipelines from the east header to the east bank of the Mississippi River; six 
10%-inch diameter pipelines across the Mississippi River proper; six 12%4-inch 
diameter pipelines from the west river bank to the west header on the Missouri 
side of the river; and approximately 900 feet of 24-inch diameter pipeline from 
the west header to the delivery station in the vicinity of Laclede Gas Company’s 
coke plant; and, 

*The certificate issued did not cover or grant authorization for the construction or 
operation of any of the gas scrubbers referred to and described in subparagraph (b) above, 
for the reason that gas scrubbers are auxiliary installations within the meaning of section 


or 


2.55 (a) of the Commission’s general rules and regulations (18 CFR 2.55 (a)). 
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On November 29, 1950, to operate its Fountain Hill, Carlisle, Tuckerman and 
Poplar Bluff compressor stations pursuant to Mississippi’s request of November 
24, 1950. 

There are pending for determination in the G-—1281 proceeding Mississippi's 
aforesaid amendment filed on August 17, 1950 to its application as theretofore 
amended in docket No. G—1281; its petition filed on September 28, 1950 for 
amendment of the certificate issued by the Commission's opinion and order 
dated July 27, 1950, to authorize the modified Mississippi River crossing fa- 
cilities temporarily authorized on September 14, 1950; and its motion filed 
on May 20, 1952 to further amend its application to eliminate therefrom any 
proposal for supplying gas for any communities not already being served gas 
from Mississippi’s system. 

(Il) Docket No. G—1454 

This proceeding concerns the application filed by Mississippi on August 2, 1950 
to construct and operate approximately 100 feet of 44-inch diameter pipeline 
and a metering and regulating station connecting with Mississippi's line No. 2 in 

Monroe County, Ill, for the purpose of delivering and selling natural gas to 
Illinois Power Co. for resale in Columbia, Ill. On October 19, 1950, after 
holding a shortened procedure hearing in accordance with 18 CFR 1.32 (b), 
the Commission issued a temporary certificate authorizing the construction and 
operation covered by the application. 
(III) Docket No. G-1490 

This proceeding concerns the application filed by Mississippi on September 
22, 1950, to construct and operate approximately 5.5 miles of 18-inch diameter 
pipeline, to extend southwesterly from its Dubach-Perryville pipeline (described 
in subparagraph (I) (d)) to the California Company’s gasoline plant in 

Lincoln Parish, La., and to construct and operate about 2 miles of 4-inch 
diameter pipeline connecting with the aforesaid Dubach-Perryville pipeline at 
a point approximately 21.5 miles west of Mississippi’s Perryville (Louisiana) 
compressor stations and extending southwardly into the Downsville gas field 
in Union Parish, La., for the purpose of connecting to Mississippi's system 
additional seurces of gas supply. On October 20, 1950 the Commission, upon 
request by Mississippi, issued a temporary certificate covering the applied 
for facilities. 
(IV) Docket No. G—1505 

This proceeding concerns the application filed by Mississippi on October 9, 1950 
for authorization to establish two additional delivery points to Arkansas Power 
and Light Co. near Egypt, Craig County, and West Point, White County, Ark., 
for the delivery and sale of natural gas to that company for resale in the un- 
incorporated communities named. Mississippi proposed, for service to Egypt, 
a two-inch diameter tap line and a metering and regulating station, connect- 
ing with its Jonesboro lateral pipeline in the vicinity of Egypt, and for service 
to West Point, metering facilities at Mississippi's regulator station, located on 
its line No. 1, then serving Kensett and Searcy, Ark. 

On October 18, 1950 the Commission, upon request by Mississippi, granted 
a temporary certificate for the construction and operations covered by the 
G-1505 application. On May 20, 1952, Mississippi filed a motion to amend this 
application, to substitute the name of MidSouth Gas Company in place of 
Arkansas Power and Light Co., wherever the same appears in the application. 
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(V) Docket No, G—1510 

This proceeding concerns the application filed by Mississippi on October 16, 
1950 for authority to establish two additional delivery points to Arkansas 
Power and Light Co. near Bradford, White County, and College City (Walnut 
Ridge Airport), Lawrence County, Ark., respectively, and a delivery point to 
the city of Altheimer, Jefferson County, Ark., for the delivery and sale of 
natural gas for resale in the said communities, and for such purposes, for 
authority to construct and operate a 2-inch diameter tap line and a metering 
and regulating station connecting with Mississippi's line No. 1 near Bradford, 
Ark., a 2-inch diameter tap line and a metering and regulating station connect- 
ing with Mississippi's line No. 1 near College City, Ark., and a 2-inch diameter 
tap line and a metering and regulating station connecting with Mississippi’s 
line No. 2 near Altheimer, Ark. 

On October 20, 1950 the Commission, upon request by Mississippi, issued a 
temporary certificate for the construction and operations covered by the G-1510 
application. On May 20, 1952 Mississippi filed a motion to amend this applica- 
tion, to substitute the name of MidSouth Gas Co. in place of Arkansas Power and 
Light Co., wherever the same appears in the application 
(VI) Docket No. G-1524 

This proceeding concerns the application filed by Mississippi on November 
1, 1950 for authority to construct and operate a gas turbine-driven centrifugal 
compressor unit at a point upon its No. 1 line between its Twelvemile compressor 
station and its Merrimec measuring station near St. Louis, Mo., for the purpose 
of making available the maximum volume of gas possible from “line-pack” 
storage at the market end of Mississippi's pineline system to meet hourly peaks. 
This facility has been designated by Mississippi as its Bonne Terre compressor 
station. On November 28, 1950 the Commission, upon request by Mississippi, 
granted a temporary certificate authorizing the construction and operation 
covered by the application. 

(VII) Docket No. G—1653 

This proceeding concerns the application filed by Mississippi on April 4, 1951 
for a certificate authorizing, for the purpose of connecting to its system addi- 
tional sources of gas supply, the construction and operation of: 

(a) A natural gas transmission pipeline approximately 98 miles in length, 
beginning in Lincoln Parish, La., at the southwestern terminus of Mississippi's 
existing Perryville-California Co. pipeline authorized in docket Nos. G—1281 and 
G-1490, and extending westwardly to the Woodlawn gas field in Harrison 
County, Tex., the said pipeline to consist of approximately 5 miles of 18-inch 
and 93 miles of 16-inch diameter pipe, and 1.1 miles of 12-inch diameter pipe 
in two lines across the Red River. 

(b) Approximately 11 miles of 10-inch diameter natural gas transmission 
pipeline beginning at a point on the proposed line to the Woodlawn field approxi- 
mately 14 miles east of the Woodlawn field line terminus, and extending south- 
wardly to the Waskom field in Harrison County, Tex. 

(c) Approximately 200 horsepower compressor facilities to be installed on 
the Perryville-California Co. pipeline at the California Company gasoline plant. 
On May 29, 1951 the Commission, upon request by Mississippi, granted a tem- 
porary certificate authorizing the construction and operation of the proposed 
facilities. 
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(VIII) Docket No. G-1755 
This proceeding concerns the application filed by Mississippi on July 31, 1951 
for a certificate authorizing, for the purpose of connecting to Mississippi's system 


an additional source of gas supply, the construction and operation of approxi- 
mately 13 miles of 12-inch diameter natural-gas transmission pipeline extending 
from a point of interconnection with Mississippi's California Co.-Woodlawn pipe- 
line near Bellevue, La., southwardly to the Sligo field in Bossier Parish, La. 
Hearings were held upon this application commencing on October 16 and con- 
cluding on October 24, 1951. On October 30, 1951, the Commission entered its 
findings and order issuing, upon request by Mississippi, a temporary certificate 
authorizing the construction and operation of the proposed facilities. 
(IX) Docket No. G—1932 

This proceeding concerns the application filed by Mississippi on April 4, 1952, 
as amended by the supplement filed thereto on July 2, 1952, pursuant to section 7 
of the Natural Gas Act, for authorization to abandon, relocate, construct and 
operate certain natural-gas transmission pipeline facilities, as follows: 

(a) To relocate, construct and operate 21 additional compressor units totaling 
17,345 horsepower in seven existing compressor stations and in one new com- 
pressor station to be constructed near Ste. Genevieve, Mo., as follows: 


| Proposed Additions 


| 4 Present - Total 
| Location Main Line No. 2 . : was i . 
Station HP) No.of | Rated HP| Total [Station HE 

units per unit rated HP 
Fountain Hill, Ark 3, 520 4 880 3, 520 7, 040 
Glendale, Ark 5, 500 1 1, 100 1, 100 6, 600 
9 > 

Carlisle, Ark 4, 400 ‘ 2 : o 2 oe } 8, 600 
West Point, Ark 5, 000 1 1, 000 1, 000 6, 000 
Tuckerman, Ark 3, 520 3 625 1, 875 5, 395 
Biggers, Ark ‘ 4, 400 2 1, 000 2, 000 6, 400 
Poplar Bluff, Mo-- ; 2, 640 2 625 1, 250 3, 890 
Ste. Genevieve, Mo 4 600 2, 400 2, 400 


Total.- os sansiinhnnaiel 28, 980 


46, 325 


The four additional units for Fountain Hill, and the two 1,100 horsepower 
units for Carlisle, are proposed to be purchased and installed by Mississippi 
and the 15 units (11,625 horsepower) for the other stations are proposed to be 
removed from Mississippi’s existing Perryville, La., Stations Nos. 1 and 2 and 
relocated and installed in the aforementioned six existing stations (9,225 horse- 
power) and one new station (2,400 horsepower). 

(b) To abandon and retire three compressor units totaling 1,500 horsepower 
at its Perryville stations which, Mississippi alleges, are no longer in serviceable 
condition. 


On July 24, 1952 the Commission, upon request by Mississippi, granted a tem- 


porary certificate authorizing the construction, relocation and operation of the 
: facilities covered by the application as supplemented. 
All of the facilities involved have been constructed and are in operation 


with the exception of the proposed compressor facilities covered by the appli- 





eations in docket Nos. G—1653 and G—1932. The cost of the facilities as esti- 
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mated by Mississippi, and actual construction costs, as presented at the hearings, 
may be summarized as follows: 









Cost 


} 
Estimated | Actual 
| 








I) Docket No. G-1281 
(a) 14,300 horsepower in new Glendale, Biggers and Twelvemile 

stations constructed by Stupp Brothers ce $2, 717, 000 1 $2, 311, 900 

(b) Facilities constructed by Mississippi-_- --- sitet 6, 047, 323 | 7, 470, 048 


Total G-1281 act edie hecda acta diaawad 8, 764, 323 | 9, 781, 948 







(IT) Docket No. 


G-1454_.._. 






























a 6, 360 (2) 

(III) Docket No. G-1490____- 320, 702 | 350, 212 
(IV) Docket No, G-1505_-__-- hie 3 : " - Send 4 6,710 | (2) 
(V) Docket No. G-1510___-- Sicvistonnihosneatamen ; 11, 660 | (2) 

(VI J 06 =e ceatetee psaiectecdiaabe 220, 000 | 265, 146 

(VII) Docket No. G-1653 

(a) Compressor facilities ‘ nih . will 44, 100 (3) 

(b) Other facilities ‘ 2 . 5, 580, 117 | 4, 913, 941 

Total G-1653 it icdetiato tee p ioe stilaiia ds ieteadaeshleid tae eect 5, 624, 217 | 4, 913, 941 

(VIIT) Docket No. G-1755__._- ak wie etee mim : . 446, 846 | 427, 416 
(IX) Docket No. G-1932__. 4 ee Sais # ------| 42,357, 132 | (3) 

0 neie bhi Pais 4 bated | 17,757, 950 | 15, 738, 663 


Deduct: 
(II), (IV) and (V) 2 eee eae a eed z ingen San a (24, 730) | 
(VII) (a) and (IX) 3 (2, 401, 232) 

Total estimated cost for facilities for which actual costs were presented 15, 331, 988 

Difference between actual and estimated costs Sint diee : 406, 675 


$15, 738,663 | $15, 738, 663 


! Purchase price that Mississippi proposes to pay Stupp Brothers for acquisition of three stations, which, | 
according to record, is the sum of the actual installation cost of the stations plus a 5 percent fee to Stupp ; 
Brothers, amounting to $110,000. 

? Facilities constructed but actual costs not reported at hearings. 

3’ Facilities not constructed at time of hearings. 

4 Estimated increase in net plant investment according to Mississippi. It estimates the total plant to be 
added is $3,353,924, the total plant to be removed from the Perryville stations is $1,849,874 (representing 
$1,387,996 material and $461,878 installation costs), cost of such removal will be $139,500, and the total ma- 
terials salvage will amount to $1,136,292, of which $787,600 will be reused in the G-1932 construction and 
$348,692 will be material to stock. 





There remain to be constructed the compressor facilities applied for in docket 
Nos. G-1653 and G-1932. The cost of such facilities, estimated at approximately 
$2,401,232 by Mississippi upon the basis of its recent construction experience, 
appears reasonable. From the financial data of record it is evident that the 
company is in a position to finance this remaining construction as well as the 
acquisition, at the proposed purchase price of $2,311,900, from Stupp Brothers 
of the Glendale, Biggers and Twelvemile compressor stations. Mississippi al- 
ready has constructed and financed the other facilities involved in these pro- 
ceedings at an indicated overall cost of approximately $13,450,000. 

A system sales capacity of 450,000 M. ¢. f. per day is projected by means of 
the facilities proposed in the instant Mississippi certificate proceedings. The 
company claims that the facilities already installed and in operation provide it 
with a “rated daily sales capacity” of 400,000 M. c¢. f., and that the facilities 
proposed in Docket No. G—1932 will increase such capacity to 450,000 M. c. f., 
exclusive of any gas that may become available from the Waterloo field gas 
storage project which the company has under development pursuant to certifi- 


*The evidence discloses that in the past winter heating season Mississippi delivered 
and sold during several months, on an average daily basis volumes substantially exceeding 
its claimed rated capacity of 400,000 M. c. f. 
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cate authorization heretofore issued in docket No. G—1581.5 Upon assumed 
daily sales of 450,000 M. c. f., the evidence is that Mississippi’s gas supply re- 
quirements will approximate 473,900 M. ¢. f., including estimated fuel require- 
ments of 23,900 M. ec. f. The design of the additional facilities appears reason- 
ably adequate for increasing Mississippi’s system sales capacity to at least 
450,000 M. ec. f. per day. 

The evidence is clear that there is a public need, demand and market for the 
increased volumes of natural gas proposed to be supplied by Mississippi. Con- 
siderable data were presented by Mississippi regarding the estimated peak-day 
and annual gas requirements of all classes of customers, including estimates for 
the years 1952 through 1956. Certain actual data for the years 1948-51 were 
also presented. The estimates were based principally upon data from its utility 
customers purchasing from Mississippi gas for resale for domestic, commercial 
and other uses. The record also includes data and estimates presented respect- 
ing the estimated needs of Ark.-La, Gas Corp., and Dupo, for undertaking natural- 
gas service in Humnoke, Ark., St. Charles, Mo., and Dupo, Ill., respectively. From 
the market and other data of record it appears that the acquisition, construction, 
relocation and operation of the projected facilities are economically feasible if 
it be assumed that adequate gas supplies will be available for rendering the 
expanded service over a sufficient period of time to justify the projected invest- 
ment in the proposed facilities. 

During the hearings that commenced herein on July 14, and concluded on July 
18, 1952, there was presented by Mississippi and other participants an agreement 
respecting allocation of gas to Mississippi’s customers upon the installation of 
the proposed facilities for providing a system capacity of 450,000 M. ec. f. per 
day. The agreed-to and proposed allocation makes provision for not only 
Mississippi's existing customers, but also for Ark-La for service in Humnoke, 
Ark., Gas Corp. for service in St. Charles, Mo., and Dupo for service in the 
village of Dupo, IIl., should the Commission find it to be in the public interest 
and authorize Mississippi to supply the gas required for undertaking service 
in these communities. The agreement presented also provides that the agreed- 
to allocation be made effective for only the 1952-53 winter heating season, the 
said allocation to continue through only March 31, 1953, or until such time as 
Mississippi’s aggregate sales capacity exceeds 450,000 M. c. f., whichever occurs 
first. 

The allocation agreement presented contemplates that the volumes agreed upon 
be substituted for, or inserted in lieu of, the volumes specified in the emergency 
service rules and regulations contained in first revised sheets Nos. 18a, 18b, and 
18¢, of Mississippi’s F. P. C. gas tariff, original volume No. 1, which emergency 
service rules and regulations are currently in effect upon an interim basis pur- 
suant to the Commission’s order dated January 31, 1952. The volumes of gas 
provided in Mississippi’s currently effective emergency service rules and regu- 


5 Mississippi, according to its ‘Waterloo underground natural gas storage project report 
on exploratory operations and potentialities,” filed in docket No. G-1581 on May 29, 1952, 
apparently had not developed a satisfactory storage reservoir in the Waterloo field as of 
the time of that report. The Company states, however, in that report that it is continuing 
its exploratory work and testing of the field with the view to developing, if possible, its 
estimated potentiability of providing 100,000 to 125,000 M. ec. f. per day for several days 
after commencement of withdrawals from a full reservoir, if utilization of the entire field 
can be made possible. 
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lations, and the volumes agreed upon at the hearings 
as follows: 


herein, may be summarized 


Maximum Daily Quantities (M. ce. f.) 


Present Proposed | Increase 
rules rules (decrease) 








ee I DD os sas neve eamacbieaeane 10, 500 1 12, 300 1, 800 
City of Altheimer, Ark............... pati dihidiceadaes patieaincieas 210 | 400 190 
Ft. Smith Gas Corp......- fo enh a age < oe 2, 102 2, 700 598 
Illinois Power Co__....--- sadam oe 7 ee 36, 328 2 45,000 8, 672 
Laclede Gas Co__......--- Sees a8 268, 000 300, 000 32, 000 
MidSouth Gas Co-. ° seca te i inches pineal 22, 790 | 22, 250 | (540) 
Missouri Natural Gas Co-.-__-- ‘ ‘ ened . 14, 998 21, 000 | 6, 002 
Public Utilities Co. (Crossett, Ark.) .........--..------- re 1, 500 | 1, 600 | 100 
Seller (Miss.) anenoncs visiiicdhasiiamciesiioe ° ; i 35, 429 35, 000 | (429) 
St. Charles Gas Corp . ied eeabeebiees 3750 | 750 
Union Electric Power Co gniieie Si aingh = seaalGictieadl 8, 143 | 9, 000 857 
Village of Dupo, Il. SS a ae Deere tes rata | (2) 


ite Sbcaacee tide i iti thle ia zee woes 400, 000 450, 000 | 50, 000 



























1 Humnoke, Ark., to be served by Ark.-La. out of the allocation of 12,300 M. c.f. The peak-day require- 
ments for Humnoke, as estimated by Ark.-La., will approximate 65 M. c. f.,85M.c. f.,90 M.c. f., 100 M. ¢. f 
and 110 M. c. f., in the first second, third, fourth, and fifth years, respectively. 

2 The allocation to Illinois Power of 45,000 M. c. f. includes a quantity of gas for the village of Dupo, Tl 
It appears that 2,000 M. c. f. was reserved for Dupo by Mississippi and other participants who presented the 
proposed allocation agreement, with the exception of Illinois Power. The agreement, according to Illinois 
Pow er, is that the 45,000 M. c. f. proposed for it be reduced by only some amount representing the first 
year’s requirements of Dupo in the event the Commission should decide that such community should be 
served. Illinois Power expressed a willingness to serve Dupo if the Commission would allot Illinois Power 
the 45,000 M. c.f. The aforementioned 2,000 M. c. f. exceeds Dupo’s peak requirements, which, according 
to its estimates, will approximate 337 M. ce. f., 685 M. c. f., 915 M. ¢. f£., 1,017 M. ec. f. and 1,100 M. ¢. f., in the 
first, second, third, fourth, and fifth years, respectiv ely. 

3 If Gas Corp’s application should be denied, the agreement is that the 750 M. c. f. is to be spread pro rata 
among Mississippi's utility cutomers. Gas Corp’s peak-day requirements for natural eas. as shown by its 
estimates, will approximate 500 M. ec. f., 1,040 M. ec. f., 1,550 M. ec. f., 2,360 M. ec. f. and 2,360 M. ec. f., in the 
first, second, third, fourth and fifth years, respectively. 

























The evidence of record relating to the requests of Ark.-La. Gas Corp. and 
Dupo, for supplies of natural gas for resale and distribution in Humnoke, Ark., 
St. Charles, Mo., and the village of Dupo, Ill., respectively, and in the environs 
of these respective communities,© warrants the conclusion that the supplying 
of natural gas by Mississippi for such service in these communities would be 
in the public interest. It further appears that the undertaking of natural-gas 
service in these communities is feasible, subject to, however, in the case of 
St. Charles, the issuance to Gas Corp. in docket No. G-1739 of a certificate of 
public convenience and necessity upon the terms aad conditions as hereinafter 
provided and ordered, and further, in the cases of St. Charles and Dupo, an 
allotment, from the approximately 50,000 M. c. f. per day of additional capacity 
to be provided by Mississippi’s G-1932 facilities, of their third year’s estimated 
peak-day requirements for natural gas, namely, approximately 1,550 M. ec. f. to 
Gas Corp. for St. Charles, and 915 M. ec. f. to Dupo for that community. 

Upon the basis of the evidence, the Commission concludes that an alloca- 
tion, from the capacity to be provided by the G—1982 facilities, of 1,550 M. ec. f. 
and 915 M. ec. f. to Gas Corp. and Dupo, respectively, is reasonable and that it 
is in the public interest to require Mississippi to supply the same as herein- 
after ordered. Since the respective first year’s peak requirements of Gas Corp. 
and Dupo, as disclosed by the record, are estimated at 500 M. ¢. f. and 337 
M. c. f., it appears appropriate that only such quantities be provided therefor 
in any revised emergency service rules and regulations to be made effective 


6It is understood from the record herein that the request of Gas Corp. relates to the 
city of St. Charles and its environs in St. Charles County, Mo., and does not include any 
part of St. Louis County, Mo. 
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for governing Mississippi's deliveries and sales during the 1952-53 winter 
heating season. Upon consideration of the foregoing and the record, the Com- 
mission finds that it is reasonable, and that public convenience and necessity 
require, that there be provided in Mississippi’s emergency service rules and 
regulations, to be effective during the 1952-53 winter heating season, to and 
including March 31, 1953, or until such time as Mississippi’s system sales capacity 
exceeds 450,000 M. c. f., whichever occurs first, the maximum daily quantities 
of gas specified hereinbelow : 





TABLE I 
Quantities 
Name (M. e. f. per 
day) 

Arkansas Louisiana Gas Co.-_-.-- iat = i 12, 300 
City of Altheimer, Ark cinta ak 7 aciiebeteniate 400 
Ft. Smith Gas Corp...---- ai bdinaeebie 7 siniceihleaies 2, 700 
Illinois Power Co.......--- PARAS St? ae oes | i 44, 663 
Laclede Gas Co__..-..- i een jatuanihete se ae 300, 000 
MidSouth Gas Co... a a ee See aaa | 2 22, 790 
Missouri Natural Gas Co S a ai | 2 20, 710 
Public Utilities Co. (Crossett, Ark.) - .. Se ace 1, 600 
Seller (Miss.) —_ anees ee poatiausebel 35, 000 
St. Charles Gas Corp... iiabmmmsicandans j a piped 1 500 
Union Electric Power Co..-- canis sa hatasiin cin eneae 9, 000 


1 337 


450, 000 


Village of Dupo, Ill... -.....---- meiitis 


in scicnccidenciaensnncantetnstuminincumpptinatwtteaeamataniamanael 


1 In the event that Mississippi’s sales capacity is not increased beyond the 450,000 
M. c. f. per day proposed in docket No. G-1932 and the Waterloo storage project (docket 
No. G-1581) is not successful, it may be necessary in the future to reduce the daily 
volume made available herein to Illinois Power Co. to 43,000 M. c. f. per day in order 
to provide 1,550 M. ¢c. f. per day to Gas Corp. for St. Charles and 915 M. ec. f. per day for 
Dupo. See footnote 2 in preceding table, supra, p. 1228. 

2 MidSouth Gas Co. is the only customer to whom a decrease is proposed in daily 
capacity. It appears only equitable that it receive a volume at least equal to that 
provided by the present rules. In order to provide a portion of the required volume, 
it also appears equitable to reduce to a slight degree the 40 percent increase in volume 
proposed for Missouri Natural Gas Co. 


Accordingly, the order issued herein will so provide. 


A question is raised by the record, in connection with the proposed acquisition 
by Mississippi from Stupp Brothers of the Glendale, Biggers and Twelvemile 
compressor stations at a purchase price of $2,311,900, concerning the accounting 
to be made by Mississippi upon its books and records in the event such acquisi- 
tion is authorized. The proposed purchase price for these stations, which Mis- 
sissippi has been operating since 1950 under a lease agreement with Stupp 
Brothers and under the temporary certificate granted by the Commission's 
opinion and order entered August 22, 1950 in docket No. G—1281, 9 F. P. C. 219, 
appears reasonable. The record shows that Mississippi proposes, if it is author- 
ized to acquire these stations, to make the following accounting entries: 


- Sub Acct. No. Account | Debit Credit 
BS ions dina pntats ....| Gas plant in service sie Sueathae : Bigot Ls — ‘a 
391 i ..| Gas plant purchased - $2, 311, 900 | a x 
120 healt sini Wen sin Rediatiaiis tice aera = dae -----| $2,311,900 
100. 1 _ . . 2 Gas plant in service ‘opiate ; ccbitiomatitees “ ae 
352.1 and 354.1 Transmission plant...........-.-- ; ----.| 2,311,900 x 
100.1 és Gas plant in service ; seiaasiceaien 


We ee Gas plant purchased _ 5 eabaguiaeac "2,311, 900 


The Commission staff recommends that a certificate authorization be issued 
to Mississippi to acquire these stations upon the condition, among others, that 


304039—57 80 
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an appropriate accounting adjustment be recorded by Mississippi upon its books 
and records to reflect depreciation upon the stations during their operation up 
to the date of the acquisition. 

The record shows that Mississippi acknowledged at the hearings herein 
that if these stations had been constructed by it instead of Stupp Brothers, 
and if Mississippi had had title thereto since the commencement of their 
operation, the company would have accrued depreciation upon its books at a 
rate of 3% percent. This is the rate of depreciation which Mississippi currently 
charges upon its owned compressor station facilities. Notice is taken of the 
treatment accorded these stations by both Mississippi and the Commission 
staff in the rate proceeding, In the Matter of Mississippi River Fuel Corpora- 
tion, docket No. G—1641, wherein there was included in the rate base an adjust- 
ment to reflect the purchase of the compressor stations involved, including 
an adjustment for depreciation, and wherein there were included in the cost 
of service, in lieu of rental payments, depreciation at the 3% percent rate, 
return and taxes associated therewith. This treatment with respect to these 
stations was accepted by the Commission in its opinion and order issued August 
4, 1952, in Docket No. G—1641, 11 F. P. C. 288. 

In view of the foregoing and the circumstances involved herein, it is con- 
cluded that it is reasonable and required by public convenience and necessity 
that a condition be attached to the certificate, hereinafter issued authorizing 
the acquisition of the said stations, requiring Mississippi to record, upon its 
books incident to such acquisition, an appropriate adjustment reflecting depreci- 
ation covering the period the stations have been operated under lease. It is 
deemed sound accounting and in the public interest that such adjustment 
should provide for charging to earned surplus the depreciation upon the facilities 
during their operation under lease, for if the stations had been owned, Missis- 
sippi would have recorded the depreciation as an expense. Accordingly, the 
order issued herein will require that the company submit, for Commission 
approval, appropriate accounting entries covering the acquisition hereinafter 
authorized, the said entries to provide for recording, among other things, 
an adjustment covering accrued depreciation during the operation of the stations 
up to the date of acquisition. 

The most important matter presented for consideration in the instant Missis- 
sippi certificate proceedings concerns the adequacy of the gas supply showing 
made by Mississippi in support of its proposed system expansion. The impor- 
tance of an adequate gas supply showing has been stressed by the Commission 
in certificate proceedings, since every certificate of public convenience and neces- 
sity under the Natural Gas Act must be based upon appropriate findings, among 
others, that the applicant for such certificate is “able and willing properly to 
do the acts and to perform the service proposed.” “An adequate gas supply,” 
as the Commission stated in its opinion and order of June 24, 1952, In the 
Matter of Northern Natural Gas Company, Docket No. G-1618, 11 F. P. C. 123, 
“is the bedrock upon which such findings must be grounded.” 

“A gas supply can be considered adequate,” as the Commission further stated 
in the Northern case, supra, “only if the volume available is sufficient to meet 
the demand requirements for the service proposed, if such volume is assured 
over a sufficient period of years to justify the expenditures required for the 
eonstruction of the proposed pipe-line project, and if that assurance of a con- 
tinuing supply of natural gas meets the requirements of public convenience 
and necessity. Generally, a supply of natural gas should be assured for a 
period approximating 15 to 20 years, dependent upon the particular facts in- 
volved, if the pipe-line project is to be economically sound and in the public 
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interest and if the natural-gas company is to be in position to meet its obliga- 
tions to investors and provide dependable service to consumers.” 

With respect to Mississippi’s certificate application in docket No. G-1281, the 
Commission, in its opinion and order entered July 27, 1950, 9 F. P. C. 219 found 
that Mississippi had failed to show that it possessed a supply of natural gas 
reasonably adequate to render the service there proposed. That order provided 
that Mississippi be afforded an opportunity, at future hearings, to present evi- 
dence that it had acquired or possessed a reasonably adequate supply of natural 
gas. 

Prior to 1950, as related in the opinion, 9 F. P. C. 198, Mississippi obtained its 
gas supply from United Gas Pipe Line Co., Arkansas Louisiana Gas Co., and the 
following in the Monroe gas field of Louisiana; United Carbon Co., Southern 
Carbon Co., Interstate Natural Gas Co., Inc., and Hope Producing Co. The gas 
supplied by United was produced from the Carthage gas field in Texas and other 
fields and the gas supplied by Ark-La was produced from various Louisiana gas 
fields other than Monroe, all such gas being delivered at or near Mississippi's 
Perryville compressor stations. The record here reveals that its Monroe field 
contracts expired on February 2, 1952; Interstate and Hope seek in docket No. 
G-1822, permission to discontinue their service as of September 1, 1952; Missis- 
sippi’s 5-year contract with Ark-La runs to March 26, 1953, and from year to year 
thereafter unless canceled by either party ; and the primary term of its old United 
agreement is due to expire on November 1, 1966. The Ark-La agreement pro- 
vides for a daily quantity of 12,500 M. c. f. and the said United agreement covers 
195,000 M. ec. f. per day. 

At the 1950 hearings Mississippi showed that it had entered into eleven, 
20-year term, contracts for the purchase of gas from the Dubach area, and the 
Lisbon, Unionville, D’Arbonne and Ruston gas fields in north Louisiana 
(exs. 15-25). The reserves available to Mississippi under these contracts, 
according to its expert witness, Edwin P. Ogier, were estimated to be approxi- 
mately 206.032 billion cubic feet (14.9 pounds per square inch absolute) as of 
October 1, 1950. 

At the 1952 hearings Mississippi showed that it had entered into additional 
gas purchase contracts, covering the purchase of gas in the Choudrant, D’Arbonne, 
Downsville, Dubach, Hico-Knowles, Lisbon, Ruston, Sligo, and Unionville gas 
fields in Louisiana, and the Waskom and Woodlawn gas fields in Texas 
(exs. 45-85). These contracts are for primary terms of 20 years and provide 
prices ranging between 10.88 cents and 12.46 cents per M. c. f. (14.9 pounds per 
square inch absolute) at the beginning of their terms, and thereafter, higher 
prices are specified. Mississippi also presented a gas purchase contract entered 
into with United under date of December 1, 1951 (ex. 86), whereunder United 
has contracted to supply up to 150,000 M. c. f. of gas per day, in addition to 
supplying 195,000 M. ¢c. f. of gas per day under its earlier contract. The primary 
term of the new United contract expires March 1, 1977, and the rate provided is 
a demand charge of $1.30 per M. c. f. per month and a commodity charge of 12.5 
cents per M. c. f. (15.025 pounds per square inch absolute). 

The record contains estimates (exs. 87-89, 95-98, 109 and 110), presented by 
Mr. W. C. Spooner, an expert petroleum geologist, of the gas reserves dedicated 
and available to Mississippi under its contracts (exs. 15-25 and 45-85) to 
purchase gas in the Choudrant, D’Arbonne, Downsville, Dubach, Hico-Knowles, 
Lisbon, Ruston, Sligo, Unionville, Waskom, and Woodlawn gas fields. The gas 
thus committed is referred to as Mississippi’s “field gas” or “field volumes”, 
and the gas committed under the United, Ark-La and Monroe field contracts is 
referred to as Mississippi’s “contract volumes”, in the gas reserve data pre- 
sented herein. The gas supplies that Mississippi estimates as available for, 
and the quantities of gas that it estimates as required by, its system with a daily 
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sales capacity of 450,000 M. ec. f., for the years 1952 through 1971, may be sum- 
marized as follows: 


TABLE II.—Billions of cubic feet per year (14.9 PSIA) 
———$$ —_——_—_— be 
Contract Volumes 2 Totals Ranging 
Field ! = — | Require- 
Volumes | ments 
From— From— To— 


sik cata . : 54. 894 | 110. 786 | 5. 9833 55. 6 160. 8773 | 145. 000 
1953 eet 3. 976 111. 657 . 8663 58. 63: 157. 842: 140. 000 
eat 961 | 110. 595 8728 | 55. 5! 160. 8338 | 129. 000 
1955_. hota . 551 | 110. 595 9. 0129 55. 146 163. 5639 | 130. 000 
1956...._.- . 579 110. 898 | 22. 632 52. 164. ¢ 130. 000 
1957..... 35. 639 110. | 25. 2808 5. 234 | 160. 9195 130. 000 
1958 “ 34. 334 110. 25.925 | . 924 160. 25¢ 130. 000 
1959 ie 31. 190 110. 5.925 | 41. 785 157. 115 130. 000 
1960 : 30. 029 | 110. 26. 2 . 92 56. 296 130. 000 
1961. : | 29. 190 110.£ 25.925 | 39. 785 f 130. 000 
1962__- oe | 29. 190 | 110. 25.925 | 39. 785 | 11 130. 000 
RR detest te iaad 28. 799 110. £ 25.925 | 39. 36 154. 72 130. 000 
a caigascacs 27. 473 | 110. 26 | 38. 371 | 153. 74: 130. 000 
Be ek cr oecaas 22. 852 | 110. 59% 925 | 33. 148. 130. 000 
1966... Ta 20. 639 | 110. 59% 25.925 | 31. 234 | 146. 56 130. 000 
1967_- 5 a 19. 405 | 110. 595 25.925 | 30. 000 | 145. 3: 130. 000 
1968. 5a oat 19. 102 110. 898 26. | 30. 000 | 145. 373 130. 000 
1969 c 19. 405 | 110. 595 5.925 | 30.000 | 145.3: 130. 000 
1970__- i 14. 508 | 115. 492 25. 925 30. 000 140. 433 130. 000 

14. 330 | 115. 670 25. 925 30. 000 | 140. 25: 130. 000 








608.046 | 3 2, 214.337 | 42, 463.6332) § 2, 823. 383 | °% 3, 071. 6792 | 2, 624. 000 





1 Estimated by Mr. Spooner as available to Mississippi under its gas purchase contracts (exs. 15-25 and 
45-85) in Choudrant, D’Arbonne, Downsville, Dubach, Hico-Knowles, Lisbon, Ruston, Sligo, Waskom 
and Woodlawn gas fields. 

2 Includes 5.637 billion cubic feet as available in 1952 and 1953 under Ark-La contract, 14.905 billion cubic 
feet in 1952 from Monroe Field contracts, and balance—more than 99 percent—under United contracts. 

3 Assumes United will supply 195,000 M. c. f. per day after expiration on November 1, 1966, of primary 
term of old United contract (Item E), and assumes United will supply 72 percent of 150,000 M. ce. f.-per-day 
contract (Ex. 86) during years 1953 through 1969, 80.9 percent in 1970, and 81.3 percent in 1971. 

4 Makes same assumption as in footnote 3 above with reference to old United contract and assumes maxi- 
mum contract quantity under new United contract will be supplied from 1958 through 1971, and 
approximately 27.6 percent thereof in 1952, 70.5 percent in 1953, 81.6 percent in 1954, 87.4 percent in 1955, 
93.4 percent in 1956 and 98.8 percent in 1957. 

5 Approximately 77.7 percent assumed as available from United. 

6 Approximately 79.5 percent assumed as available from United. 


Mississippi’s estimates of its gas supplies and requirements as set forth in 
table II, supra, in terms of annual volumes for the years 1952 through 1971, 
if converted to daily averages for each of the years, may be summarized as 
follows: 


TABLE III.'—Average millions of cubic feet per day (14.9 PSIA) 


| | Contract Volumes | Totals Ranging 
| Field |_ sig al aa acl 


Volumes ments 
From— To— | From To— | 


Year 


| 

1952 padeedaask 149. 98 275. 36 289. 57 425. 36 439. 56 

RScht a: coicc mae etiie ansknsseaeneewamcien 305. 91 303. 74 434. 61 432. 

1954... ae paiimammad 2 123. 18 303. 00 317. 46 426. 18 440. 6 

1955... eee ees 122. 06 303. 00 326. 06 425. 06 448. 

1956_..- - eat as dnadecictass 113. 60 303. 00 335.06 | 416.60 | 448.66 ( 

Winns a ae coke | 97. 64 303. 00 343. 23 400. 64 440. § 356. 16 

1958... - cuienieenewie ienae cane 94. 07 303. 00 345. 00 397. 07 439. 356. 16 

1959__- ae ‘ ; . 85. 45 303. 00 345. 00 388. 4: 430. 4! 356. 16 

= ntbabiid é ikea 82.05 303.00 | 345.00 385. OF 427. 05 5.19 

1961 ‘ aa | 79. 97 303. 00 345. 00 q ¢ 424. ¢ 16 

ee... ad fea 79. 97 303. 00 345. 00 382. ¢ 424. 356. 16 

1963 eS <M eiatedatie eatin 78. 90 303. 00 345. 00 381. ¢ 423. | 356. 16 

1964. __- 75.06 | 303.00 345. 00 378. 06 420. 06 | 355. 19 

1965 A | 62.61 | 303.00 345. 00 365. 6 407. 356. 16 

1966_ -- Suite escetuthias = | 56.55 | 303.00 345. 00 359. 5: 401. 55 356. 16 
53. 16 303. 00 345. 00 356. 16 398. 16 356. 16 
52.19 303. 00 345. 00 355. 1¢ 397.19 355. 19 
53. 16 303. 00 34! 356. 16 398. 16 356. 16 
39. 75 316. 42 345. 356. 16 384. 75 356. 16 
39. 26 316. 90 345. 356. 16 384. 26 . 16 
83. 24 303. 13 337. 2: 386. | 420.49 359. 21 


2converted to daily averages) are appli- 
cable to table III. 
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On the basis of Mississippi's estimates of gas supplies and requirements, as 
summarized in tables II and III, supra, in terms of annual volumes for the years 
1952 through 1971, and daily averages for each of these years, it appears that 
the supplies of natural gas indicated as available to Mississippi are adequate 
to meet its estimated requirements for gas. The estimates pertaining to the 
so-called “field volumes” presented by Mr. Spooner appear reasonable. No 
reserve or deliverability studies were presented with respect to the so-called 
“contract volumes” which constitute the major part of the estimated gas supply 
available to Mississippi. More than 99 percent of the so-called “contract 
volumes,” as indicated in tables II and III, represents supplies of gas which 
Mississippi estimates will be available to it from United under two con- 
tracts, one for 195,000 M. c. f. per day, the primary term of which expires on 
November 1, 1966, and the other for 150,000 M. c. f. per day, the primary term of 
which expires on March 1, 1977. In its estimates, summarized in the aforesaid 
tables, Mississippi has assumed it would have available from United up to 
the full contract volumes specified in those contracts, even beyond the date 
of expiration of the primary term of the 195,000-M. c. f.-per-day contract. Under 
the 150,000-M. c. f.-per-day contract, provision is made for United to deliver 
to Mississippi less than the full contract volume should a shortage of gas render 
United unable to supply “the full gas requirements of all of its customers,” 
including Mississippi. In any event, so far as contractual commitments are 
concerned, United is committed to supply Mississippi until November 1, 1966, 
a total of 345,000 M. c. f. of gas per day, and thereafter, it is committed to 
supply 150,000 M. ¢c. f. per day until March 1, 1977. Of course, it is not to be 
assumed that upon the expiration of the primary terms of these gas purchase 
contracts that Mississippi will not have gas available from United thereafter, 
in view of the provisions of section 7 (b) of the Natural Gas Act, which are 
applicable to United and its service to Mississippi. In connection with United’s 
ability to supply gas to its customers, notice is hereby taken of the following 
Commission opinions and orders: 

Opinion and order dated February 26, 1951, In the Matters of United Gas Pipe 
Line Company, et al., Docket Nos. G—1447, et al., 10 F. P. C. 35; opinion and order 
dated November 2, 1951, In the Matters of, inter alia, United Gas Pipe Line 
Company, Docket Nos. G—1681, et al., 10 F. P. C. 391; and opinion and order dated 
July 24, 1952, In the Matters of, inter alia, United Gas Pipe Line Company, 
Docket Nos. G-1869 and G—1879, 11 F. P. C. 227. 


In the last mentioned opinion and order, in issuing certificates to United in 
docket Nos. G—1869 and G—1879, the Commission found that United had com- 
mitments for a supply of natural gas reasonably adequate to meet its con- 
tractual obligations to its customers and the demands that it is reasonable 
to be assumed will be made upon its system, and that it had made a satis- 
factory showing of sufficient gas supply to warrant the issuance of certificates 
authorizing the construction and operation of the facilities as described in 
the applications therein. On the basis of the foregoing and the evidence of 
record herein, it appears reasonable to conclude that Mississippi has available 
gas supplies ranging from approximately 2.8 to 3 trillion cubic feet as sum- 
marized in tables II and III, supra. 

The evidence indicates that Mississippi’s forecast of estimated gas require- 
ments, which are summarized in tables II and III, supra, as approximating 
2.6 trillion cubic feet for the years 1952 through 1971, may understate the re- 
quirements reasonably to be anticipated. Mississippi has estimated that its 


1234 FEDERAL POWER COMMISSION 


annual gas input requirements will approximate 145 billion cubic feet during 
1952, declining to approximately 130 billion cubic feet by the year 1955, and 
that such requirements during the remaining years covered by the estimates 
will remain at approximately 130 billion cubic feet, on the assumption that 
the Mississippi system’s sales capacity will be and remain 450,000 M. c. f. per 
day. The record discloses that its system gas input requirements aggregated 
135.461 billion cubie feet of gas during the year 1951, including 128.051 billion 
ecubie feet of sales and 7.410 billion cubic feet for company use and loss and 
unaccounted for gas. Mississippi has estimated that its anticipated annual 
sales from the 450,000-M. ¢. f.-per-day-capacity system will decline from sales 
of 136.5 billion cubic feet in 1952 to approximately 122.9 billion cubic feet in 
1956. It estimates an increase in annual utility sales of approximately 8.9 
billion cubic feet, and a decline in its annual direct sales of nearly 22.5 billion 
cubie feet during this period. Data presented by Mississippi, however, include 
estimates that there will exist market demands in these same years exceeding 
substantially the volumes of anticipated sales which the company has esti- 
mated—these market demands, if they should materialize and were to be served 
by Mississippi, would require expansion of Mississippi's system to a greater 
capacity than that proposed in docket No. G—1932. From its past experience 
and the high load factor at which Mississippi has actually operated in the 
past, it would appear that the company’s estimates of anticipated sales for 
its proposed 450,000-M. ec. f.-per-day-system capacity are probably low; however, 
it cannot be said with certainty that they, even if somewhat underestimated, 
do not provide a criterion for testing the adequacy of the company’s gas supply 
showing. 

Upon the basis of the foregoing and the record herein, it is deemed reasonable 
to conclude Mississippi has shown that it has commitments for a supply of 
natural gas reasonably adequate to meet the annual sales requirements esti- 
mated for its 450,000-M. c. f.-per-day system as proposed in these proceedings. 
The evidence shows that the estimated maximum daily input requirements of its 
proposed system, upon assumed daily sales of 450,000 M. ec. f., will approxi- 
mate 473,900 M. c. f., including estimated fuel requirements of 23,900 M. ec. f. 


=, 


It appears from the gas availability and deliverability estimates presented in 


the record that under Mississippi's gas supply contracts it has a reasonably 
adequate supply for meeting such requirements for a sufficient number of years 
in the future to warrant the issuance of the certificates authorizing the acquisi- 
tion, construction, relocation and operation of the facilities covered by its 
amended and supplemented applications in these proceedings. 


Sr. CHARLES GaAs Corp. PROCEEDING 


The proceedings in docket No. G-1739 concerns the application filed on July 
11, 1951, as supplemented on July 7, 1952, requesting : 


(a) An order pursuant to section 7 (a) of the Natural Gas Act directing 
Mississippi to establish a physical connection of its natural gas transportation 
facilities in Madison County, Ill., with a connecting pipe line which Gas Corp. 
proposes to acquire and construct extending from the aforesaid connection 
in Madison County, IL, to the city of St. Charles, St. Charles County, Mo., and 
directing Mississippi to sell natural gas to Gas Corp; and 

(b) A certificate of public convenience and necessity pursuant to section 7 (c) 
and (e) of the Natural Gas Act authorizing: (1) the acquisition, through 
purchase, from Shell Pipe Line Corp. (Shell) of approximately 71,000 feet 
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(13.447 miles) of an existing pipe line of various diameters,’ the use of which 
as an oil line was discontinued in 1949 and which is now under contract to Gas 
Corp; (2) the construction of approximately 47,000 feet (7.955 miles) of 85<-inch- 
inch (or in part 10-inch) diameter pipe line, and approximately 3,000 feet (0.568 
mile) of 65-inch diameter welded pipe line; and (3) the operation of such pipe- 
line facilities by Gas Corp. from a point of connection with the pipeline system 
of Mississippi in Madison County, IIL, to the city of St. Charles, St. Charles 
County, Mo. 

Gas Corp. owns and operates a gas distribution system in the city of St. 
Charles, Mo., serving propane-air gas (925 btu). In proposes to discontinue 
the distribution of propane-air gas and, in substitution thereof, to distribute 
natural gas in St. Charles and its immediate environs in St. Charles County, 
Mo., using its existing propane-air gas facilities for peak-shaving purposes. 
According to the data presented by Gas Corp., its peak-day requirement in 1951 
was 147 M. c. f. and its annual sales totaled 13,520 M. c. f. If natural gas is 
made available, Gas Corp. estimates its requirements will be approximately as 
follows: 


Peak requirements (M. ec. f.) 








Annual 

Year Aaa = require- 

r i ) i ments 

Natural Peak Total | (M.c.f)! 

gas shaving | ee 

a Sia ea = = _ = a = ve a a ae Ss 

hdc ane ar ar ahidvak dmnticindaabanea deme be <m 50 109 600 99, 500 
ns siissitisicurk aba Giniastidlinnd tteoenannnaiecncalndeiammnanmaciamb aniaaikiad | 1, 040 169 1, 200 164, 500 
ese Sa ee . ss are Seaton *e PAINE TA 1, 550 376 1, 926 228, 000 
I sediinc casi ciaaigh tncinbnsd dh Readaiibieg | 2, 360 238 2, 598 291, 500 
Dv idgdiisiakncinne i‘ 2, 360 238 2, 598 291, 500 


1 Estimated net quantities of natural gas, including sales, company use and unaccounted for gas, but 
deducting estimated peak shaving with propane-air gas in the amounts of 1,000 M. c. f. in the first year, and 
of 1,500 M. c. f. annually thereafter. 


From the record it appears that the above estimates are conservative and that 
Gas Corp.’s requirements for natural gas may exceed the above estimates, par- 
ticularly on peak days, which may necessitate greater peak saving than the 
Company has forecast. 

The estimated capital cost of Gas Corp.’s proposed project is $350,000, exclu- 
sive of additions to its existing gas distribution system in the city of St. Charles, 
Mo. According to its presentation at the hearings, Gas Corp. proposes to finance 
the proposed pipeline project as well as additions to its distribution system, prin- 
cipally through the sale of additional first mortgage 4 percent bonds, in the 
amount of approximately $256,000, by a 4 percent loan in the amount of $30,000, 
by sale of $42,000 of subordinated 4 percent debentures, to be purchased by its 
common stockholders, and by sale of common stock in the amount of $58,000. At 
the hearings Gas Corp. presented a purchase contract with the Northwestern 
Mutual Life Insurance Co. (Northwestern), the holder of its present first mort- 
gage indebtedness, providing, under the conditions therein stated, for the re- 
financing of such indebtedness by the issuance of $430,000 of sinking fund bonds, 
4 percent series, due 20 years from date, of which approximately $174,000 is 


7 This existing Shell pipe line extends in a westerly direction from a point in Madison 
County, Il., crosses the bottom of the Mississippi River, and continues to a point on the 
southern boundary of the right-of-way of the Wabash Railroad near the east end of 
Lambert-St. Louis Municipal Airport, St. Louis County, Mo., and is comprised of the 
following segments: (a) approximately 3,600 feet of 16-inch O. D. (0.25-inch wall), welded 
pipe line; (b) approximately 11,600 feet of 85-inch O. D. (partly 0.300-inch, 0.375-inch 
and 0.500-inch wall) welded pipe line in the Mississippi River crossing; (c) approximately 
6,800 feet of 10%-inch O. D. (0.365-inch wall) pipe line; and (d) approximately 49,000 
feet of 10%-inch O. D. (0.365-inch wall) lapwell threaded and coupled pipe. 
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to be applied to the prepayment of the principal amount of Gas Corp.’s present 
first mortgage indebtedness, the balance of approximately $256,000 to be used 
in connection with financing of the proposed project. Gas Corp. also presented 
an agreement whereunder its stockholders have agreed to purchase $42,000 of 
subordinated 4 percent debentures and $58,000 of common stock to provide 
$100,000 of additional funds for financing the proposed project. 

The Northwestern bond purchase agreement, which Gas Corp. presented in 
evidence, includes, among other things, a requirement that Gas Corp. have a 
contract, for a term of not less than 20 years, with Mississippi for the purchase 
of natural gas in quantities sufficient to supply the requirements of the Com- 
pany’s St. Charles distribution system. No such contract with Mississippi was 
presented in evidence. In its brief filed on July 30, 1952, Gas Corp. stated that, 
subsequent to the hearing herein, it has proceeded to renegotiate its loan agree- 
ment with Northwestern and has a tentative agreement, subject to confirma- 
tion by Northwestern’s Finance Committee and Law Department, whereby the 
requirement that Gas Corp. has a 20-year contract for a supply of gas will be 
waived and, in lieu thereof, a provision will be made that Gas Corp. have a gas 
supply from Mississippi under the necessary authorization of this Commission, 
and of any applicable state regulatory authority, which will give Gas Corp. 
a supply, subject to emergency service rules and regulations approved by this 
Commission, sufficient to make Gas Corp.’s project economically feasible; that 
such amendment is also to provide that Gas Corp. have a letter of intent from 
Mississippi to the effect that when new contracts are made available, Gas Corp. 
will receive the same type of contract as is offered to Mississippi’s other gas 
utility customers; and, among other changes, that the interest rate is proposed 
to be 414 percent instead of 4 percent. 

Laclede Gas Co., in its brief, filed on August 6, 1952, opposing the application of 
Gas Corp., takes the position that Gas Corp. has failed to make a showing of 
its ability to finance the project, and objects to Gas Corp. going outside the 
record to state what arrangements it has made with Northwestern since the 
hearings herein. In its reply brief, filed August 14, 1952, Gas Corp. contends 
that Laclede’s objection should not obscure the basic fact that Gas Corp. has 
a firm commitment for the purchase of its bonds, and states that the proposed 
amendment of the Northwestern bond purchase agreement has been approved 
by Northwestern’s Legal Department, and that its Bond Department will present 
the matter to its Finance Committee for final approval on or about August 19, 1952. 
Gas Corp. further states in its reply brief that, in view of the foregoing, the 
Commission will shortly be in a position to grant either a certificate without 
condition in regard to financing, or alternately, a certificate conditioned upon 
completion and approval of the final detailed amendment of the loan agreement. 
In the circumstances presented, the Commission deems that it is reasonable 
and in the public interest that there be attached to the issuance of the certificate, 
as hereinafter provided and ordered, a condition requiring Gas Corp. to submit 
to the Commission its amended plan of financing consistent with representations 
made in applicant’s reply brief, hereinabove mentioned. 

The old oil pipeline which Gas Corp. proposes to acquire from Shell, as here- 
inbefore described, is proposed to be used in place, and the new pipeline is pro- 
posed to be constructed to connect this old line with Mississippi’s pipeline fa- 
cilities in Madison County, Ill., and to connect the said old oil line with Gas 
Corp.’s distribution facilities in St. Charles, Mo. Gas Corp. presented at the 
hearings contracts covering the purchase of the aforesaid line from Shell, and 
additionally, for the purchase of an additional 28,000 feet of 10%-inch O.D. 
(0.365-inch wall) lapweld threaded and coupled pipe. Gas Corp. proposes to 
remove and salvage, to the extent possible, this 28,000 feet of pipe and use the 
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same in the construction covered by its application. From the data in the record 
it appears that the pipeline which Gas Corp. proposes to acquire from Shell was 
partly constructed in 1918 and partly in 1927, and that all segments of the line 
to be acquired were taken out of service in September 1949. According to Shell, 
this pipe was operated at a pressure of 750 pounds per square inch up to the date 
that it was removed from service in 1949, and its records indicate that Shell ex- 
perienced three leaks due to corrosion and 18 collar leaks, all of which were 
repaired. 

Gas Corp. did not present evidence as to whether the old oil line to be pur- 
chased from Shell Pipe Line Corp. can be used or would be suitable for the trans- 
portation of natural gas, but on the contrary, asks that a certificate, if granted, 
be conditioned upon Gas Corp. making a test of the line showing its suitability 
for the proposed transportation of natural gas, similar to the condition which 
the Commission imposed in its opinion and order dated February 15,.1951, In 
the Matters of Lake Shore Pipe Line Co. et al., docket No. G—1236, et al., 10 F. P. 
C. 347. In the circumstances the Commission deems that it is reasonable and 
in the public interest to attach to the issuance of the certificate, in docket No. 
G-1739, as hereinafter provided and ordered, a condition similar to that imposed 
in the Lake Shore Pipe Line Co. case, supra. 

The evidence of record relating to the proposed project in docket No. G—1739, 
and the request by Gas Corp. for a supply of natural gas from Mississippi for 
service in St. Charles, as heretofore found, warrants the conclusion that the 
supplying of natural gas for such service by Mississippi would be in the public 
interest, and that the undertaking thereof by Gas Corp. is feasible, provided 
an allotment of 1,550 M. c. f. per day is made to Gas Corp. from the capacity to 
be added by Mississippi's G—1932 facilities. From the data and estimates in the 
record it appears that an allotment of that quantity of natural gas would assure 
the feasibility of Gas Corp’s undertaking natural-gas service in St. Charles. 
Upon the introduction of natural gas, Gas Corp. estimates that it will be able 
to reduce its retail rates for gas service below the rates it is currently charging 
for its propane-air gas service. Upon consideration of the foregoing and the 
record, it is concluded that public convenience and necessity require the issu- 
ance of a certificate in docket No. G-1739 upon the terms and conditions as 
hereinafter provided and ordered. 


INTERSTATE AND Hope ABANDONMENT PROCEEDING 


The proceeding in docket No. G—1822 concerns the joint application filed on 
October 22, 1951, as amended January 9, 1952, and supplemented March 28, 
1952, by Interstate Natural Gas Co., Ine., and Hope Producing Co. (Interstate 
and Hope), pursuant to section 7 (b) of the Natural Gas Act, for an order per- 
mitting and approving the abandonment of certain facilities, subject to the 
jurisdiction of the Commission, and the abandonment of the sale and delivery 
of natural gas to Mississippi, from and after September 1, 1952. 

Interstate and Hope, under a contract dated August 1, 1929, jointly agreed to 
sell to Mississippi a certain percentage of its natural-gas requirements. This 
contract originally was for a term of 20 years but was subsequently extended 
to February 2, 1952. After the passage of the Natural Gas Act, the said con- 
tract: was filed by Interstate as a rate schedule with the Commission pursuant 
to the provisions of the act, and designated as rate schedule F. P. C. No. 4. 
Interstate now has on file with the Commission its F. P. C. gas tariff, first revised 
volume No. 1, issued March 28, 1950, effective April 28, 1950. Said gas tariff 
superseded the contract of August 1, 1929, but the same remains in effect as a 
service agreement under said F. P. C. gas tariff in accordance with the state- 
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ment of effective provisions filed with the tariff. After Interstate filed said 
contract of August 1, 1929 as a rate schedule, Hope filed a concurrence in said 
rate schedule of Interstate, and now has on file its F. P. C. gas tariff, original 
volume No. 1, issued May 31, 1950, effective July 3, 1950. Said gas tariff super- 
seded the contract of August 1, 1929, but the same remains in effect as a service 
agreement under said F. P. C. gas tariff in accordance with the statement of 
effective provisions filed with the tariff. 

Interstate and Hope both have been and are selling natural gas from the 
Monroe gas field in Louisiana to Mississippi pursuant to the contract dated 
August 1, 1929, as amended, the term of which contract expired on February 2, 
1952. Though it expired on February 2, 1952, Interstate and Hope agreed, as 
set forth in the amendment filed on January 9, 1952 to their application, to con- 
tinue to supply to Mississippi, until September 1, 1952, whatever gas they 
might have available but without any commitment as to any specific quantity. 

Interstate and Hope’s commitment to supply gas to Mississippi, and its right 
to purchase gas therefrom, under the aforesaid contract of August 1, 1929, as 
amended, was limited to gas to be produced from the Monroe gas field in 
Louisiana. Based upon the evidence of record, it is apparent that Interstate 
and Hope do not have sufficient volumes of gas available to continue service to 
Mississippi and serve adequately their other customers. Mississippi states 
that it does not desire further to receive from Interstate and Hope an uncertain 
supply of gas. It appears Mississippi has a reasonably adequate supply of 
natural gas from other sources from which to meet the requirements of its 
expanded system as authorized by the certificates issued in these proceedings. 

Upon consideration of the foregoing and the evidence of record, it is concluded 
that public convenience and necessity permit abandonment of the facilities 
and service covered by the amended and supplemented application of Interstate 
and Hope, and accordingly, that permission and approval of such abandonment 
should be granted, effective as of September 1, 1952, as hereinbefore provided 
and ordered. 

FURTHER FINDINGS AND ORDER 


In reaching its findings, conclusions, and decision herein, the Commission 
has considered the evidence of record, and the briefs filed, including the pro- 
posed findings and conclusions submitted by parties to these proceedings. On 
the basis of the record herein, the proposed findings and conclusions submitted 
for the Commission’s consideration are hereby rejected except so far as the 
same have been adopted in these findings and order, Upon consideration of 
the foregoing and the entire record, the Commission further finds: 

(1) It is appropriate in carrying out the provisions of the Natural Gas Act 
to grant the aforesaid motions filed by Mississippi on May 20, 1952, in docket 
Nos. G-1281, G—1505, and G-1510, for amendment of the application in the said 
dockets. 

(2) It is appropriate in carrying out the provisions of the Natural Gas Act 
to grant Mississippi’s aforesaid petition, filed on September 28, 1950, in docket 
No. G-1281, for amendment of the certificate issued by the Commission’s opinion 
and order issued July 27, 1950, 9 F. P. C. 198, to authorize the modified Mississippi 
River crossing facilities for which temporary certificate authorization was 
granted September 14, 1950. 

(3) Mississippi River Fuel Corp. (Mississippi), a Delaware corporation hav- 
ing its principal place of business at St. Louis, Mo., owns and operates a 
natural-gas transmission pipeline system located in the States of Texas, Louisi- 
ana, Arkansas, Missouri and Illinois, and by such operations Mississippi is 
engaged in the transportation and sale of natural gas in interstate commerce 
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for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas cofmpany” within the meaning of 
the Natural Gas Act as heretofore found by the Commission in its order of 
March 1, 1944, In the Matter of Mississippi River Fuel Corporation, docket No. 
G-291, 4 F. P. C. 535. 

(4) The facilities, authorization for the acquisition, relocation, construction 
and operation of which is sought herein, which are more fully described in the 
amended and supplemented applications and record, in docket Nos. G—1281, 
G-1454, G-1490, G-1505, G—1510, G-—1524, G-1653, G-—-1775, and G-19382, are 
proposed to be used for the transportation and sale of natural gas for re- 
sale in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of Mississippi's existing interstate natural-gas pipeline system, 
and the said acquisition, relocation, construction thereof by Mississippi are 
subject to the requirements of subsections (c) and (e) of section 7 of the Nat- 
ural Gas Act, as amended. 

(5) Mississippi is able and willing properly to do the acts and to perform 
the service hereinafter authorized and conditioned, and to conform to the 
provisions of the Natural Gas Act and requirements, rules and regulations 
of the Commission thereunder. 

(6) The proposed acquisition, relocation, construction and operation by Missis- 
sippi of the facilities covered by the amended and supplemented applications 
at docket Nos. G—1281, G-—1454, G—1490, G—1505, G-1510, G-1524, G-1653, G—1755, 
and G-—1932, are required by public convenience and necessity and certificates 
therefor should be issued as hereinafter ordered, upon the terms and conditions 
contained in the order, which terms and conditions are reasonable and are 
required by the public convenience and necessity. 

(7) The facilities which Mississippi proposes to abandon, as more fully 
described in its supplemented application at docket No. G—1932, are used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Mississippi's existing inter- 
state natural-gas pipeline system, and the abandonment and removal thereof 
by Mississippi are subject to the requirements of subsection (b) of section 7 
of the Natural Gas Act. The public convenience and necessity permit the aban- 
donment and retirement of the aforementioned facilities, and permission therefor 
and approval thereof should be given as hereinafter ordered. 

(8) St. Charles Gas Corp. (Gas Corp.), applicant in docket No. G-1739, upon 
commencement of operation of the facilities herein authorized, will be engaged 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and, therefore, will be a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(9) The facilities which Gas Corp. proposes to acquire and to construct, as 
more fully described in the supplemented application and record in docket No. 
G-1739, will be used for the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and opera- 
tion thereof by Gas Corp. are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(10) Gas Corp. is able and willing properly to do the acts, and to perform 
the service hereinafter authorized and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(11) The proposed acquisition, construction and operation by Gas Corp. of 
the facilities covered by the supplemented application in docket No. G—1739 are 
required by the public convenience and necessity and a certificate therefor should 
as hereinafter ordered, upon the terms and conditions contained 
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in the order, which terms and conditions are reasonable and are required by 
the public convenience and necessity. 

(12) Since Arkansas Louisiana Gas Co. (Ark-La) and Gas Corp. have herein 
been considered and treated as interveners in docket No. G—-1932 and, as herein- 
after ordered, Mississippi is to supply natural gas to Ark-La and Gas Corp. for 
service in Humnoke, Ark., and St. Charles, Mo., respectively, the application 
filed by Ark-La in docket No. G-1797, and the application filed by Gas Corp. 
in docket No. G-1739, to the extent the same request relief under subsection 
(a) of section 7 of the Natural Gas Act, should be dismissed as hereinafter 
ordered. 

(13) The facilities proposed by Interstate Natural Gas Co., Inc., and Hope 
Producing Co., as described in the joint amended and supplemented applica- 
tion in docket No. G-1822, are used for the transportation and sale of natural 
gas for resale in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of Interstate and Hope’s existing natural-gas facilities, 
and the abandonment of such facilities and the services rendered by means 
thereof is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act. The public convenience and necessity permit the abandon- 
ment of such facilities and services, as more fully described in the aforesaid 
amended and supplemented application in docket No. G-—1822, and permission 
for and approval of such abandonment should be given as hereinafter ordered. 

(14) The action and provisions of the order hereinafter entered are appro- 
priate and necessary in carrying out the provisions of the Natural Gas Act. 

The Commission orders: 

(A) The certificate of public convenience and necessity issued by the Com- 
mission’s opinion and order entered July 27, 1950, in docket No. G-1281, 9 F. P. C. 
198, be and the same is hereby amended to authorize Mississippi River Fuel 
Corp. (Mississippi), to construct and operate, in lieu of the Mississippi River 
crossing facilities referred to and described in paragraph first numbered (3) 
of the aforesaid opinion and order, the following facilities: 

Approximately 0.7 mile of 24-inch diameter pipe line from Mississippi's 
Alton line to the east header of the land side of the Mississippi River levee, 
four 12-inch diameter pipe lines from the east header to the east bank of 
the Mississippi River; six 10%4-inch diameter pipe lines across the Mississippi 
River proper; six 12-inch diameter pipe lines from the west river bank to 
the west header on the Missouri side of the Mississippi River; approximately 
900 feet of 24-inch diameter pipe line from the west header to a point in the 
vicinity of Laclede Gas Co.’s coke plant. 

(B) The aforesaid motions fiiled on May 20, 1952 by Mississippi for amend- 
ment of the applications in docket Nos. G-1281, G—1505 and G-—1510, be and the 
same are hereby granted. 

(C) Certificates of public convenience and necessity be and the same are hereby 
issued authorizing Mississippi : 

(1) To acquire, construct, and operate the facilities hereinbefore described and 
not heretofore authorized, which are more fully described in the amended and 
supplemented application and the record in docket No. G—1281; and, 

(2) To construct, relocate and operate the facilities hereinbefore described, 
which are more fully described in the amended and supplemented applications 
and the record in docket Nos. G—1454, G-1490, G-1505, G-1510, G-1524, G-1653, 
G-1755, and G-1932; 


subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(D) As conditions attached to the exercise of the rights granted under the 
certificates issued herein, Mississippi shall : 
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(1) Establish physical interconnections of its natural-gas transmission pipe- 
line facilities, including such metering and regulating facilities as shall be neces- 
sary to make the deliveries of natural gas specified below, in Madison County, 
Ill., with the proposed natural-gas facilities of St. Charles Gas Corp. (Gas Corp.), 
and, in St. Clair County, Ill., with the proposed natural-gas facilities of the village 
of Dupo, Ill. (Dupo); and at these respective interconnections, make available 
not less than, and sell and deliver not more than, unless otherwise ordered by 
the Commission, the volumes of natural gas as specified hereinbelow : 

(a) 1,550 M. ¢. f. per day, to Gas Corp., for transportation to, and distribution 
and resale in, the city of St. Charles and its environs in St. Charles County, Mo. ; 
and 

(b) 915 M. ec. f. per day, to Dupo, for distribution and resale in the village of 
Dupo and its environs in St. Clair County, Ill. 

Provided, however: The provisions of this order shall not be construed to 
require Mississippi, during the 1952-53 winter heating season, or at any time on 
or before March 31, 1953, to make available, or to sell and deliver, natural gas 
in volumes exceeding 500 M. c. f. per day to Gas Corp., or 337 M. c. f. per day to 
Dupo; and, Provided, further: The natural-gas service herein authorized and 
directed to be rendered to Gas Corp. and Dupo shall be subject to, inter alia, 
any service rules and regulations hereafter prescribed or made effective by the 
Commission to govern Mississippi's deliveries and sales of natural gas; 

(2) Establish a physical interconnection of its natural-gas transportation 
pipeline facilities, including necessary metering and regulating facilities, in 
Lonoke County, Ark., with the proposed natural-gas facilities of Arkansas 
Louisiana Gas Co. (Ark-La), and sell and deliver natural gas to Ark-La for dis- 
tribution and resale in the town of Humnoke and its environs in Lonoke County, 
Ark.; Provided, however: The natural-gas service herein authorized and directed 
to be rendered to Ark-La shall be subject to, inter alia, any service rules and 
regulations hereafter prescribed or made effective by the Commission to govern 
Mississippi's deliveries and sales of natural gas. 

(3) Unless otherwise ordered by the Commission for good cause shown, com- 
plete the acquisition, construction, and relocation of all facilities herein author- 
ized at such time as will permit all such facilities being placed in operation on 
or before January 1, 1953; 

(4) Thirty days before the date upon which it is estimated by Mississippi 
that its designed system sales capacity will exceed 400,000 M. c. f. per day, as 
a result of facilities authorized herein, Mississippi shall file revisions to its 
emergency service rules and regulations embodied in first revised sheets Nos. 
18a, 18b, and 18¢e of its F. P. C. gas tariff, original volume No. 1, as follows: 

(a) First revised sheet No. 18a. 

(1) The last sentence of the first paragraph shall be revised to substitute the 
estimated date that Mississippi’s designed system sales capacity will exceed 
400,000 M. c. f. per day, in lieu of February 2, 1952; and to substitute 450,000 
M. ec. f. in lieu of 400,000 M. ce. f. 

(2) The table under “step two” shall be deleted and the data shown in table I 
hereof (supra p. 1229) shall be substituted in lieu thereof. 

(b) First revised sheet No. 18b. 

(1) The first sentence shall be revised to substitute 450,000 M. ec. f. in lieu of 
400,000 M. c. f. 

(c) First revised sheets Nos. 18a, 18b, and 18e. 

(1) The effective date shall be the estimated date that Mississippi’s designed 
system sales capacity will exceed 400,000 M. ec. f. per day. 

(5) Submit to the Commission, in writing and under oath: 
(a) Within 30 days rext following the consummation of the acquisition and 
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the completion of the construction and relocation of the facilities herein 
authorized, an original and four conformed copies of a report setting forth by 
dockets and major units or facilities therewithin, the completion dates of the 
acquisition, construction and relocation of the facilities involved, together with 
the dates of the commencement of operation of the respective facilities; and, 

(b) Within 6 months next following the consummation of the acquisition 
and completion of the construction and relocation of the facilities herein author- 
ized, an original and four conformed copies of a report showing the actual 
costs of such acquisition, construction and relocation, by operating units, and 
showing separately the actual cost of labor, materials, right-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items involved, together with a statement showing and 
explaining the cause for any differences between the actual cost and estimates 
of cost relied upon by Mississippi in these proceedings. 

(6) Submit, in substance and form satisfactory to the Commission, within 6 
months next following the consummation of the acquisition of the facilities 
herein authorized, Mississippi's proposed accounting entries recording, in 
accordance with the requirements of the Commission’s findings herein and its 
Uniform System of Accounts prescribed for natural gas companies (18 CFR, 
chapter I, subchapter F), the aforesaid acquisition of facilities, the said entries 
to provide for recording, among other things, an adjustment covering accrued 
depreciation during the operation of the facilities involved up to the date of 
acquisition, and the said entries to be accompanied by a statement, in writing 
and under oath, setting forth fully the basis therefor; and, 

(7) Not utilize the facilities herein authorized for the transportation and sale 
of natural gas, subject to the jurisdiction of the Commission, to any new cus- 
tomers except upon specific authorization granted by the Commission, and 
such facilities shall not be used for the transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, to any customers except as 
specifically authorized by the Commission. 

(FE) Permission and approval be and the same are hereby granted to Missis- 
sippi for the abandonment and retirement of the facilities hereinbefore referred 
to, all as more fully described in the supplemented application and record in 
docket No. G—1932. 

(F) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing St. Charles Gas Corp. (Gas Corp.) to acquire, con- 
struct, and operate the facilities hereinbefore referred to, which are more fully 
described in the supplemented application and record in docket No. G—1739, 
for the transportation of natural gas as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(G) As a condition attached to the issuance of the certificate herein, Gas 
Corp. shall: 

(1) Conduct appropriate and proper tests of the existing pipeline facilities 
which it proposes to acquire from Shell Pipe Line Corp. and shall, within 30 
days next following the date of the issuance of this order, submit to the Com- 
mission, in writing and under oath, a full report with respect to the character, 
nature and results of such tests, together with estimates of construction costs, 
rate base, and cost of service based on the additional data if any changes in such 
items result from the tests: and, 

(2) Submit to the Commission its amended plan of financing the project in 
docket No. G—1739, including a showing of a firm commitment from Northwestern 
Mutual Insurance Co. for the purchase of applicant’s first mortgage bonds in 
the principal amount of $430,000. 

(H) The Commission reserves the right to reopen the record for reconsidera- 
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tion of the record, its findings, and order herein, upon receipt of the informa- 
tion and submittals required by the next preceding paragraph of this order. 

(1) As conditions attached to the exercise of the rights granted under the 
certificate herein, Gas Corp. shall: 

(1) Unless otherwise ordered by the Commission for good cause shown, com- 
plete the acquisition and construction of all facilities herein authorized at such 
time as will permit all such facilities being placed in operation on or before 
January 1, 1953; 

(2) Submit to the Commission, in writing and under oath: 

(a) Within 15 days next following the consummation of the acquisition and 
the completion of the construction of the facilities herein authorized, a report 
setting ferth the completion dates of such acquisition and construction, together 
with the date of the commencement of operations ; and, 

(b) Within 6 months next following the consummation of the acquisition and 
the completion of the construction of the facilities herein authorized, an original 
and four conformed copies of a report showing the actual costs of such acquisi- 
tion and construction, by operating units, and showing separately the actual cost 
of labor, materials, right-of-way, damages, surveys, engineering, inspection, 
overhead, interest during construction, contingencies, and all other items of cost, 
together with a statement showing and explaining the cause for any difference 
between actual cost and estimates of cost relied upon by Gas Corp. in these 
proceedings ; and, 

(3) Submit, in substance and form satisfactory to the Commission, within 6 
months next following the consummation of the acquisition of the facilities herein 
authorized, Gas Corp’s proposed accounting entries recording, in accordance with 
the requirements of the Commission’s Uniform System of Accounts prescribed for 
natural gas companies (18 CFR, chapter I, subchapter F), the aforesaid acquisi- 
tion of facilities. 

(J) As a further condition to the exercise of the rights granted under each 
of the certificates issued herein to Mississippi, and under the certificate condi- 
tionally issued herein to Gas Corp., the certificates issued are not transferable, 
and they, each of them, shall be effective so long as the respective certificate 
continue the operations hereby authorized in accordance with the provisions and 
requirements of the Natural Gas Act, this order, and of any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 

(K) The application in docket No. G-1739, so far as it requests relief under 
subsection (a) of section 7 of the Natural Gas Act, and the application in 
docket No. G—1797, requesting relief thereunder, be and the same are hereby 
dismissed. 

(L) Permission and approval be and the same are hereby granted to Inter- 
state Natural Gas Co., Inc., and Hope Producing Co. for the abandonment of the 
facilities hereinbefore referred to and the service rendered by the operation 
thereof, all as more fully described in their joint amended and supplemented 
application and the record in docket No. G—1822. 

(M) This order is without prejudice to the authority of this Commission, or 
any other regulatory body, with respect to rates, contracts, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost, or any valuation of property claimed 
or asserted. 


Adopted: August 28, 1952. 





Issued: September 2, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Gas Lateral Co. 
Docket No. G-1986 


On June 30, 1952, Gas Lateral Co, (applicant), an Illinois corporation having 
its principal place of business at 134 East Main Street, Decatur, Il1L., filed 
an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of a 4-inch pipeline, approximately 1.6 miles in length, extending from a point 
of connection with the pipeline of Texas Illinois Natural Gas Pipeline Co. 
(Texas Illinois) near Monticello, Ill., to a point of connection with the distri- 
bution system to be constructed by Illinois Power Co. (Illinois Power), appli- 
eant’s parent company, in Monticello, Ill. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
August 25, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that on June 6, 1952, the Commission issued its order in 
docket No. G-1875, In the Matter of Texas Illinois Natural Gas Pipeline Com- 
pany, 11 F. P. C. 1033, granting a certificate of public convenience and necessity 
to Texas Illinois authorizing, inter alia, the sale and delivery by Texas [Illinois 
of a maximum volume of 575 M. ¢. f. of natural gas a day to Illinois Power 
for resale in Monticello, IIL, conditioned upon Illinois Power obtaining cer- 
tificate authority for such sale, “or establishing that such certificate is not 
required.” 

The record further shows that applicant is a wholly-owned subsidiary of 
Illinois Power and was formed solely for the purpose of transporting natural 
gas for the account of Illinois Power. Applicant’s proposed or actual opera- 
tions, in addition to those involved herein, are set forth in the application and 
findings in docket No. G—1809. 

Estimated cost of construction of the proposed 4-inch pipeline is $20,610, and 
the construction is to be financed by issuance of stock to and a cash advance 
from Illinois Power. 

The Commission finds: 

(1) Applicant, an Illinois corporation having its principal place of business 
at Decatur, IL., upon construction and operation of the facilities hereinbefore 
described, and upon construction, acquisition, and operation of certain facili- 
ties covered by a certificate of public convenience and necessity issued by the 
Commission on May 29, 1952, in docket No. G-—1809, will be engaged in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and will, therefore, be a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and the construction and operation thereof by applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 
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(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
issued authorizing applicant to construct and operate the facilities hereinbe- 
fore described, all as more fully described in the application in this proceeding 
and the exhibits appended thereto, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities hereinbefore described 
and the final total costs thereof, together with the date of commencement of 
operation of the facilities hereinbefore described. 

(C) Applicant is authorized to transport no more than 575 M. ec. f. of natural 
gas a day unless otherwise ordered by the Commission, in accordance with 
the terms and conditions of its proposed F. P. C. 
No. 1, which is marked exhibit G-3 in its application. 

(D) This certificate is not transferable and shall be effective only so long as 


gas tariff, original volume 


applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
| orders heretofore issued by the Commission. 


Adopted: August 28, 1952. Issued: August 29, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Hope Natural Gas Co. 
Docket No. G—1946 


On April 22, 1952, Hope Natural Gas Co. (applicant) filed an application, 
which was supplemented on June 23, 1952, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
construction and operation of approximately 32.9 miles of natural-gas trans- 
mission pipeline, consisting of 20.4 miles of 8-inch, 3.2 miles of 10-inch and 
9.3 miles of 12-inch pipe extending in a southerly direction from applicant's 
present system south of its Oscar Nelson Compressor Station in Wyoming 
County, W. Va., to a point in Buchanan County, Va. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 26, 1952, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the application has been 
received. 

Applicant proposes, by means of said facilities, to extend its existing pipe- 
line system through Wyoming and McDowell Counties, in West Virginia, and 
into Buchanan County, in Virginia, in order to obtain new supplies of natural 
gas from recently developed gas producing acreage in those counties. The pro- 
posed pipeline together with the existing facilities is designed to transport 
approximately 20,000 M. c. f. per day of natural gas from the Buchanan County 
gas field, 5,000 M. c. f. per day of natural gas from the McDowell County gas 
field, and 20,000 M. c. f. per day of natural gas from gas fields in Wyoming 
County, into applicant's Oscar Nelson Compressor Station to augment appli- 
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cant’s existing gas supplies and the peak day deliverability of its existing 
system. The additional gas will be sold in applicant’s existing market areas. 
The gas supply dedicated to this project is reasonably adequate to justify the 
construction and operations proposed. 

The estimated total overall capital cost of the proposed facilities is $1,165,080, 
of which $412,600 is for the cost of pipe and valves, aud the balance represents 
other construction costs. Applicant proposes to pay for the cost of the proposed 
facilities from cash on hand. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Co., a West Virginia corporation, having 
its principal place of business at Clarksburg, W. Va., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the State 
of West Virginia, is engaged in the production of natural gas in West Virginia, 
and the purchase of natural gas produced in the States of West Virginia and 
Texas, and in the transportation and sale of such gas in interstate commerce 
for resale for ultimate public consumption in states other than those in which 
the gas is produced; by such operations applicant is engaged in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of April 27, 1943, in docket No. G—-290, 3 F. P. C. 994. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, as an integral part of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant as 
proposed in its application are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The construction and operation of the facilities, hereinbefore described, 
as proposed by applicant are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the data of completion of the construction of the facilities herein authorized, 
and the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: August 28,1952. Issued: August 29, 1952. 
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Order authorizing issuance of common stock and denying application for 
exemption from competitive bidding requirements of the Commission’s rules 


California Electric Power Co. 
Docket No. E-6448 


California Electric Power Co. (applicant), incorporated under the laws 
of the State of Delaware, doing business in the States of California and Nevada, 
and having its principal business office in Riverside, Calif., filed an application 
with the Federal Power Commission on August 4, 1952, for an order authorizing 
the issuance and sale of common stock pursuant to section 204 of the Federal 
Power Act and requesting that the issuance and sale of such common stock be 
exempted from the requirements of sections 34.la (b) and (c) of the Commis- 
sion’s general rules and regulations regarding competitive bidding. 

Applicant proposes to issue, on or about October 8, 1952, 350,000 shares of its 
$1 par value common stock and to sell the same through negotiations with 
underwriters for the private placement thereof. The proceeds from the issuance 
and sale of such common stock are to be used to redeem its outstanding 5% 
percent and 5.60 percent convertible preference stocks and to discharge certain 
short term bank loans. 

On May 29, 1952, applicant requested authorization to negotiate for the private 
placement of the common stock proposed to be issued. On June 10, 1952, the 
Commission granted the request without prejudice to the consideration on the 
merits of an application for exemption from the competitive bidding require- 
ments if such an application should be filed. 

Written notice of the aforesaid application has been given to the Public 

‘tilities Commission of California, and the Public Service Commission of Ne- 

> vada and to the Governors of each of those States. Notice has also been given 
l by publication in the Federal Register on August 13, 1952 (17 F. R. 7372) stating 

that any person desiring to be heard or to make any protest with reference to the 
- application should file a petition or protest on or before August 27, 1952. No 


e protest, petition or request to be heard in opposition to the granting of the appli- 

Z cation has been received. 

r The Public Utilities Commission of California by letters dated August 14 and 
20, 1952, advised that the application to issue 350,000 shares of common stock 

l, filed by applicant with that agency was scheduled for hearing August 25, 1952, 

i and that it did not desire to make any representations concerning the application 

l- pending before this Commission. 


The Public Service Commission of Nevada by letter dated August 15, 1952, 
states that it has no objection to granting applicant authority to issue 350,000 


Vv shares of its $1 par value common stock on or apout October 8, 1952. 

n- The Commission finds: 

1s (1) The applicant, a corporation, is a public utility within the meaning of 
to section 204 of the Federal Power Act subject to the jurisdiction of the Commission 
T. as heretofore described and set forth in the Commission’s order of January 
h, 15, 1952, in California Electric Power Company, docket No. E-6397, 11 F. P. C. 725. 
d, (2) The proposed issuance and sale of 350,000 shares of common stock described 


above will constitute an issuance of securities within the purview of section 204 
nS of the Federal Power Act. 
th (3) Applicant is not organized and operating in a State under the laws of 
or Which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Act, and the proposed issue is, therefore, not 
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exempt by virtue of that section from the requirements of section 204 of the 
Federal Power Act. 

(4) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of applicant and compatible with 
the public interest which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The applicant has not made sufficient showing to warrant the requested 
exemption of the issuance and sale of the proposed common stock from the 
requirements of sections 34.la (b) and (c¢) of the Commission's general rules 
and regulations regarding competitive bidding. 

The Commission orders: 

(A) The proposed issuance and sale of 350,000 shares of $1 par value common 
stock for the purposes specified in the application hereby is authorized, subject 
to the provisions of this order. 

(B) The applicant’s request for exemption of the proposed issuance and sale 
of the common stock from the requirements of sections 34.la (b) and (c) of 
the Commission’s general rules and regulations hereby is denied. 

(C) This order shall not become effective until the applicant shall have 
amended its application by filing the data and information specified in section 
34.2 (k) (2) (i) of the Commission’s rules in accordance with the last sen- 
tence of section 34.2 (k) (2) (ii) thereof, and the Commission by subsequent 
order has approved the proposed method of complying with the competitive 
bidding requirements. 

(D) When and if this order becomes effective the proposed issuance and sale at 
competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3), of the rules relating to compliance with com- 
petitive bidding requirements and section 34.2 (k) (4) relating to affiliation. 
and shall have either filed the amendments required by these two latter sections 
or shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have found the showing made by the amendments 
to be satisfactory and shall have approved the price to be received by the 
applicant for the common stock by further order. 

(E) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days of the date of this order. 

(F) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(G) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: August 28,1952. Issued: August 29, 1952. 
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Order issuing license (minor part) 
City of Springville, Utah 
Project No. 2031 


Application was filed July 20, 1949, as supplemented November 16, 1951, by 
the city of Springville, Utah, for a minor-part license under the Federal Power 
Act (hereinafter referred to as the act) for parts of a complete hydroelectric 
development, designated as project No. 2031, to be located on Bartholomew 
Creek, a tributary to the Left Fork of Hobble Creek, in Utah County, Utah, 
and affecting lands of the United States within Uinta National Forest. 

The parts or project works of the complete development consist of about 
4,800 feet of concrete pipe and appurtenances to collect water from Bartholomew 
Springs in Bartholomew Canyon and from the Middle Fork of Bartholomew 
Creek, about 2,685 feet of 16-inch steel pressure pipe, and 1.07 miles of trans- 
mission line from the powerhouse to the applicant’s Hobble Creek plant (all 
of which occupy a right-of-way 40 feet wide across lands of the United States 
within Uinta National Forest); together with all other structures, equipment, 
or facilities used or useful in the maintenance of the project works and located 
upon the project area; the project area, boundary, and project works being 
more specifically shown by a certain map which formed part of the application 
for license and later revised in accordance with information received from 
the applicant, and which is designated and described as follows: 

Eehibit K.—(F. P. C. No. 2031-1) a map in one sheet entitled “Springville 
Municipal Corporation Power and Water Project” received in the Commission 
July 20, 1949 and revised in accordance with information from applicant filed 
November 16, 1951. Map is unsigned and has been designated in the Com- 
mission as exhibit K. 

The Chief, Forest Service, and an Under Secretary of the Interior, have 
reported on the application, as supplemented. 

The Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of 
the Territory of Utah and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary to 
effect the purposes of a minor-part license for the minor parts of the project. 

(2) No conflicting application is before the Commission. 

(3) The minor parts of the project do not affect any Government dam, nor 
will the issuance of a minor-part license therefor. as hereinafter provided, 
affect the development of any water resources for public purposes which should 
be undertaken by the United States itself. 

(4) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with the purposes for which the 
Uinta National Forest was created or acquired. 

(5) The amount of annual charges to be paid by the licensee under the minor- 
part license for the purpose of reimbursing the United States for the costs of 
administration of part I of the act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands, including the transmission line right-of-way, 
is reasonable as hereinafter fixed and specified. 

(6) The exhibit designated and described in the second paragraph of this 
order conforms with the Commission’s rules and regulations and should be 
approved as part of the minor-part license. 

(7) The parts of the project affecting the lands of the United States involved 
are minor parts only of a complete project. 
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(8) It will be in the public interest to waive the following terms and con- 
ditions of part I of the act: 

Sections (4) (b), except the second section thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (¢), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued under section 4 (e) and 10 (i) of the 
act to the city of Springville, Utah (hereinafter referred to as the licensee) 
for a period of 50 years, effective as of the first day of the month in which 
the license properly accepted is filed with the Commission, for the construction, 
operation and maintenance of minor-part project No. 2031, subject to the terms 
and conditions of the act which is hereby incorporated by reference as a part 
of this license (except that the terms and conditions of part I of the act referred 
to in finding (8) above are hereby waived to the extent therein specified), and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) The exhibit referred to in paragraph (6) above is approved as part of 
this license. 

(C) This license is subject also to the following terms and conditions desig- 
nated as articles herein: 

Article 1. No substantial change shall be made in the map described and 
designated as exhibit K (F. P. C. No. 2031-1) and approved by the Commission 
in its order as part of the license until such change shall have been approved 
by the Commission: Provided, however, that if the licensee or the Commission 
deems it necessary or desirable that said approved exhibit be changed, there 
shall be submitted to the Commission for approval amended, supplemental, 
or additional exhibit or exhibits covering the proposed change which, upon 
approval by the Commission, shall become a part of the license and shall super- 
sede, in whole or in part, such exhibit or exhibits theretofore made a part of 
the license as may be specified by the Commission. 

Article 2. The project area and project works shall be in conformity with 
the approved exhibit referred in article 1 hereof. If the licensee shall contem- 
plate any substantial alteration in or addition to the project area or project 
works, the licensee shall submit to the Commission for approval amended, sup- 
plemental, or additional exhibits as provided in article 1 hereof to show and 
describe such alteration or addition, together with the statement in writing 
setting forth the reasons which necessitate or justify such alteration or addi- 
tion. Except when emergency shall require for the protection of life, health, 
or property, no substantial alteration or addition not in conformity with the 
approved exhibits shall be made to any dam or other project works under the 
license without the prior approval of the Commission ; and any emergency altera- 
tion or addition so made shall thereafter be subject to such modification and 
change as the Commission may direct. 

Article 3. The construction, operation, and maintenance of the project works 
under this license, whether or not conducted upon lands of the United States, 
shall be subject to the inspection and supervision of the Regional Engineer, 
Federal Power Commission, at San Francisco, Calif., who shall be the authorized 
representative of the Commission for such purposes. The licensee shall furnish 
to said representative such information as he may require concerning the con- 
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struction, operation, and maintenance of the project, and of any alteration 
thereof, and shall notify him of the date upon which work with respect to 
any construction or alteration will begin, and as far in advance thereof as 
said representative may reasonably specify, and shall notify him promptly in 
writing of any suspension of work for a period of more than one week, and of 
its resumption and completion. The licensee shall allow said representative 
and other officers or employees of the United States, showing proper credentials, 
free and unrestricted access to, through, and across the project lands and project 
works in the performance of their official duties. 

Article 4. The licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making 
provision, for avoiding inductive interference between any project transmis- 
sion line or other project facilities constructed, operated, or maintained under 
the license, and any radio installation, telephone line, or other communication 
facility installed or constructed before or after construction of such project 
transmission line or other project facility and owned, operated, or used by 
such agency of the United States in administering the lands under its juris 
diction. None of the provisions of this article is intended to relieve the licensee 
from any responsibility or requirement which may be imposed by other lawful 
authority for avoiding or eliminating inductive interference. 

irticle 5. The licensee shall clear and keep clear to an adequate width lands 
of the United States along conduits and electric power lines, and shall dispose 
of all temporary structures, unused timber, brush, refuse, or inflammable mate- 
rial resulting from the clearing of the lands or from the construction and mainte- 
nance of the project works. The clearing of the lands and the disposal of the 
material shall be done with due diligence and to the satisfaction of the author 
ized representative of the Commission. 

irticle 6. Timber on lands of the United States cut, used or destroyed in 
the construction and maintenance of the project works or in the clearing of 
said lands shall be paid for in accordance with the requirements of and at the 
current stumpage rates applicable to the sale of similar timber by the agency 
of the United States having jurisdiction over said lands; and all slash and debris 
resulting from the cutting or destruction of such timber shall be disposed of 
as the officer of such agency may direct. 

irticle 7. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States having jurisdiction over the gov- 
ernment lands involved, to prevent and suppress fires on or near lands occupied 
under the license. 

Article 8. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 

Article 9. The licensee shall interpose no objections to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit, or body of water, natural or artificial, used by the licensee in the oper 
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ation of the project works covered by the license, or to the use by said parties 
of water for sanitary and domestic purposes from any stream or body of water, 
natural or artificial, used by the licensee in the operation of the project works 
and covered by the license. 

Article 10. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the licensee any right of 
use, occupancy, or enjoyment of the lands of the United States other than for 
the construction, operation, and maintenance of the project as stated in the 
license. 

Article 11. If the licensee shall cause or suffer essential project property to be 
removed or destroyed or to become unfit for use, without replacement, or shall 
abandon or discontinue good faith operation of the project for a period of three 
years, or refuse or neglect to comply with the terms of the license and the lawful 
orders of the Commission mailed to the record address of the licensee or its 
agent, the Commission will deem it to be the intent of the licensee to surrender the 
license, and after not less than 30 days public notice, may in its discretion 
terminate the license. 

Article 12. Upon abandonment of the project the licensee shall remove all 
buildings, equipment and power lines from lands of the United States and restore 
said lands to a condition satisfactory to agency having jurisdiction over the lands 
and shall fulfill such other obligations under the license as the Commission may 
prescribe. 

Article 13. The right of the licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end 
of the license period, unless a new license is issued pursuant to the then existing 
laws and regulations. 

Article 14. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of part I of the act, $5; 

(ii) For the purpose of reimbursing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used only for transmission line right- 
of-way, $7; and 

(iii) For the purpose of reimbursing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission line right-of-way only, $3.42. 

Article 15. The licensee shall commence construction of the project within 
one year of the effective date of this license, shall diligently prosecute such 
construction and complete such construction within two years of the effective 
date of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Adopted: August 28,1952. Issued: September 4, 1952. 
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Order issuing new license (major) 
Utah Power & Light Co. 

Project No. 675 


Application was filed February 11, 1952, by Utah Power & Light Co., of 
Salt Lake City, Utah, fur a license under the Federal Power Act (hereinafter 
referred to as the act) for constructed major project No. 675, known as the 
Battle Creek plant, located on Battle Creek, a tributary of Utah Lake, in Utah 
County, Utah, and affecting lands of the United States within the Wasatch 
National Forest, and lands patented subject to the provisions of section 24 
of the Federal Water Power Act. 

The project—the original license for which expired May 31, 1952—occupies 
76.10 acres of lands within the Wasatch National Forest, 41.06 acres of which 
are patented subject to the provisions of section 24 of the Federal Water Power 
Act, and consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by exhibit J (I. P. C. No. 675-2) which formed part of the applica- 
tion for license and exhibit K & L (F. P. C. No. 675-1) which formed part of 
the expired license and which are designated and described as follows: 

Lehibit J—(¥. P. C. No. 675-2), a lithograph map in one sheet showing the 
transmission system and location of all power plants owned and operated by 
Utah Power & Light Co., and dated January 17, 1952; and 

Exhibit K &€ L.—(¥. P. C. No. 675-1), a map and drawing in one sheet en- 
titled “Detail map of Battle Creek project of Utah Power & Light Co. show- 
ing location of dam, powerhouse, lands, centerline of pipe and power lines, and 
general design drawings,” and signed by D. C. Green, vice-president and gen- 
eral manager on October 19, 1925. 

(b) Project structures, comprising a small diversion dam and intake located 
on Battle Creek in the NEYNWY, of sec. 24, T.5 S., R. 2 EL, S. L. B. & M.; 
a small diversion dam and intake located on Blue Cliffs Creek in the NW44NW%4 
of sec. 24, T.5 S., R. 2 B., S. L. B. & M.; a small forebay reservoir; a power- 
house containing one 4,800-horsepower doublerunner Pelton impulse turbine 
connected to a generator with a capacity of 2,400 kilowatts; a wood stave pipe 
line 24 inches in diameter and about 2 miles long, running to the reservoir; 
a steel penstock about 1 mile long from the reservoir to the powerhouse; a 
tailrace about SOO feet long; electrical facilities connecting the plant to the 
applicant’s transmission system; and appurtenant project facilities; the loca- 
tion, nature, and character of which are more specifically shown by the exhibits 
hereinbefore cited and by a certain other exhibit which formed part of the 
expired license and which is designated and described as follows: 

Erhibit M.—A statement in two sheets entitled “General description and 
specifications of mechanical, electrical and transmission equipment,” and signed 
by D. C. Green, vice-president and general manager on October 19, 1925. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
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or acquiesced in by the Commission; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or opera- 
tion of the project. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wasatch National Forest, has reported on the applica- 
tion. 

The Secretary of the Interior has reported on the application. 

The Public Service Commission of the State of Utah has reported on the 
application. 

The Fish and Game Commission of the State of Utah was notified of the filing 
of the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Maine and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes of 
a new license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Wasatch National 
Forest was created or acquired. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the administrative annual charge is 3,200 horse- 
power, and the energy generated thereby is distributed through the applicant’s 
existing transmission system for public utility purposes. 

(7) The amount of annual charges to be paid under the license for the pur- 
poses of reimbursing the United States for the costs of administration of part I 
of the act, and for recompensing it for the use, occupancy, and enjoyment of its 
lands, and lands patented subject to the provisions of section 24 of the Federal 
Water Power Act, is reasonable as hereinafter fixed and specified. 

(8) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This new license is issued to Utah Power & Light Co. under sections 4 (e) 
and 15 of the act for a period of 25 years, effective as of June 1, 1952, for the 
operation and maintenance of project No. 675 upon lands of the United States 
within the Wasatch National Forest, and lands patented subject to the pro- 
visions of section 24 of the Federal Water Power Act, subject to the terms 
and conditions of the act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-1, entitled “Terms and conditions of license for constructed major project 
affecting lands of the United States,” except for articles 19 and 20 thereof, which 
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terms and conditions are attached hereto and made a part hereof; and subject 
to the following special conditions set forth herein as additional articles: 

irticle 24. Subject to article 25 of this license, the net investment in the 
project as of the effective date of this license, namely June 1, 1952, shall be 
the same amount as the net investment as of May 31, 1952, as determined by 
the Commission in accordance with the act and the license issued for this project 
on June 13, 1927. 

Article 25. After the first 20 years of operation of the project under license, 
namely after May 31, 1947, 6 percent per annum shall be the specified rate of 
return on the net investment in the project for determining surplus earnings 
of the project for the establishment and maintenance of amortization reserves, 
pursuant to section 10 (d) of the act; one-half of the project surplus earnings, 
if any, accumulated after the first 20 years of operation under license, namely 
after May 31, 1947, in excess of 6 percent per annum on the net investment, 
shall be set aside in a project amortization reserve account as of the end of 
each fiscal year, provided that, if and to the extent that there is a deficiency 
of project earnings below 6 percent per annum for any fiscal year or years 
after the first 20 years of operation under license, the amount of such deficiency 
shall be deducted from the amount of any surplus earnings accumulated there- 
after until absorbed, and one-half of the remaining surplus earnings, if any, 
thus cumulatively computed, shall be set aside in the project amortization reserve 
account; and the amounts thus established in the project amortization reserve 
account shall be maintained therein until further order of the Commission. 

Article 26. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (3,200 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, and lands patented subject to the provisions of sec- 
tion 24 of the Federal Water Power Act, $152.20. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Adopted: August 28, 1952. Issued: September 4, 1952. 


Order dismissing incomplete application for amendment of license (major) 
and accepting surrender of license 


Elizabeth H. Graff, John H. Graff, and Elizabeth Graff Knight 
Project No. 1144 
An application was filed June 9, 1952, by John H. Graff and by Elizabeth Graff 


Knight, of Seattle, Wash., for herself and as executrix of the will of Elizabeth 
H. Graff (deceased) for surrender of the license for major project No, 1144 
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under license to Elizabeth H. Graff, John H. Graff, and Elizabeth Graff Knight. 

The project, which affected public lands of the United States in the vicinity 
of Seward in the Third Judicial Division, Alaska, consisted of a concrete diver- 
sion dam, a canal, an intake structure, a steel pipeline 7,336 feet in length, a 
powerhouse, a tailrace, and a 200-horsepower Diesel engine and 156 kilovolt 
amperes generator and appurtenances. 

The license for the project was issued July 15, 1933, to S. M. Graff effective 
January 1, 1932, for a period terminating June 10, 1970. 

Upon receipt of a copy of the decree of distribution of the estate of S. M. 
Graff (deceased), the Commission’s records were changed to show Elizabeth 
H. Graff, John H. Graff, and Elizabeth Graff Knight as the licensees for the 
project, effective as of June 9, 1943. 

Applicants state that the project has been abandoned and its continued opera- 
tion is not proposed. 

The annual charges under the license for the project have been paid through 
the year 1951 and the applicants are being requested to return their copy of 
the license instrument. 

There is pending before the Commission an incomplete application filed by the 
licensees on March 18, 1944, for amendment of the license for the project to 
show the project as constructed. 

The Commission finds: 

(1) No useful purpose will be served by continuing the pending incomplete 
application for amendment of license on the active docket of the Commission. 

(2) Public notice of the filing of the application for surrender of the license 
has been given, and no protests thereon have been received. 

(3) It is appropriate 





(a) To dismiss the pending March 18, 1944, incomplete application for amend- 
ment of the license for the project ; and 

(b) To accept surrender of the license for the project as hereinafter provided. 

The Commission orders: 

(A) The aforesaid March 18, 1944, incomplete application for amendment 
of the license for major project No. 1144 is hereby dismissed. 

(B) Surrender of the license for major project No. 1144 is hereby accepted, 
effective as of December 31, 1951. 


Adopted: August 28, 1952. Issued: September 4, 1952. 


Determination for highway material site under section 24 of the Federal 
Power Act 


Lands Withdrawn in Power Site Classification Nos. 392 and 404 


Docket No. DA-330-Colorado—Colorado State Highway Department 


An application was filed by Colorado Highway Department for a highway 
material site (Colorado 04472) as a source of material for highway construction 
under the act of November 9, 1921 (42 Stat. 212-216), requiring a determina- 
tion under section 24 of the Federal Power Act with respect to the affected 
portions of the following described land: Ute meridian, Colorado: T. 4S., R. 3 E., 
sec. 33, lot 15 (SEY4SE\), sec. 34, lot 13 (SWY4SWh). 

The subject lands are located near the Gunnison River in an area to be covered 
by the proposed Whitewater (Bridgeport) Reservoir, which is a major de- 
velopment of the proposed Colorado River storage project. One of the tracts is 
affected by power site classification No. 392 approved July 29, 1948, and the 
other tract is affected by power site classification No. 404 approved April 4, 1950. 


































APPENDIX—ORDERS 1257 


The development of the proposed project is remote and use of the subject 
lands as a source of highway material will not injure or destroy the power 
value pending possible future development. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed 
for purposes of power development by its use and occupancy as a material 
site for highway improvement purposes subject to the provisions of section 24 
of the Federal Power Act, and subject to the stipulation that when and if the 
land is required for purposes of power development by the United States or 
its permittees or licensees, the State of Colorado shall remove from the said 
land any and all structures, equipment or machinery from the affected portion 
of the land. 


Adopted: August 28, 1952. Issued: September 3, 1952. 


Findings and order permitting abandonment of facilities and issuing certificate 


of public convenience and necessity 


Allentown-Bethlehem Gas Co., Consumers Gas Co., The Harrisburg Gas Co., 
Lancaster County Gas Co. and The United Gas Improvement Co. 


Docket No. G-1910 


On March 6, 1952, Allentown-Bethlehem Gas Co. (Allentown), Consumers 
Gas Co. (Consumers), The Harrisburg Gas Co. (Harrisburg), Lancaster County 
Gas Co. (Lancaster) and The United Gas Improvement Co. (U. G. I.), herein- 
after sometimes collectively referred to as applicants, filed a joint application, 
as Supplemented and amended on April 18, April 30, and July 11, 1952, pursuant 
to section 7 of the Natural Gas Act. 

Allentown, Consumers, Harrisburg and Lancaster seek an order, pursuant to 
section 7 (b) of the Natural Gas Act, permitting and approving the abandon- 
ment of certain facilities and services of the aforementioned companies, as 
hereinafter described. 

The United Gas Improvement Co. seeks a certificate of public convenience 
and necessity, pursuant to section 7 of the Natural Gas Act, authorizing it 
to acquire and operate all of the facilities and to render the services proposed 
to be abandoned by Allentown, Consumers, Harrisburg and Lancaster, includ- 
ing the facilities of the Lebanon Valley Gas Co., under its proposed plan of 
merger. 

Applicants (Allentown, Consumers, Harrisburg and Lancaster) are subsidi- 
aries of U. G. I., which is a holding company registered with the Securities and 
Exchange Commission. The aforementioned subsidiaries are corporations organ- 
ized and existing under the laws of the Commonwealth of Pennsylvania and are 
engaged in the business of supplying and distributing a mixed gas in nine coun- 
ties located in southeastern Pennsylvania, extending from the Susquehanna River 
eastward to the Delaware River. Lancaster serves straight natural gas in a 
portion of the area which it serves. 

The proposal of the applicants will result in the complete dissolution of Allen- 
town, Consumers, Harrisburg and Lancaster, with U. G. I. performing all the 
present services and operations. 

The facilities (all of which are located in southeastern Pennsylvania) and 
services which are proposed to be abandoned by applicants (Allentown, Con- 
sumers, Harrisburg and Lancaster) and the facilities of Lebanon Valley Gas 
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Co., all of which are proposed to be acquired by U. G. I., are set forth in its 
application, and include the following pipelines and services; 
Allentown-Bethlehem Gas Co. 

Line from the 14-inch natural gas line of the Manufacturers Light and Heat 
Co. to Allentown's distribution plant at Didier, which was certificated by the 
Commission's order issued December 19, 1949, in docket No. G—1255, 8 F. P. C. 447. 

Lines from the distribution plant at Didier to Easton, Nazareth, Butztown, 
Bath, Allentown, Northampton, Greenawalds, Sterlingworth, Wescoesville, Em- 
maus, Macungie, Old Zionsville, Vera Cruz, Hellertown, Center Valley, Richland- 
town, Quakertown, Trumbauersville, Sellersville, Perkasie and Silverdale. 

Lines from the distribution plant at Easton to the center of the bridge 
crossing the Delaware River through which gas is supplied to City Gas Co. 
at Phillipsburg, N. J. The gas carried by such lines is sold by Allentown-Bethle 
hem Gas Co. to City Gas Co. of Phillipsburg, N. J., for resale by the latter 
company. 


Consumers Gas Co, 


Line from the natural gas line of the Manufacturers Light and Heat Co. 
near Millway to Consumer's distribution plant at Reading, which line was 
certificated by the Commission's order issued December 19, 1949, in docket 
No. G—1256, 8 F. P. C. 448. 

Lines from the distribution plant at Reading to Temple, Fleetwood, Kutz- 
town, Topton, Wernersville, Womelsdorf, Mohnton, Baumstown, Birdsboro, and 
Douglassville. 

Lines from Womelsdorf to connection points with the lines of the Lebanon 
Valley Gas Company at the Lebanon County-Berks County line. 

Line from Douglassville to the connection point with the line of the Philadel- 
phia Electric Co. near Pottstown. 

The Harrisburg Gas Co. 

Line from the natural gas line of the Manufacturers Light & Heat Co. near 
Billmeyer to Harrisburg’s distribution plant at Steelton, which line was certifi- 
eated by the Commission's order issued December 19, 1949, in Docket No. G—1254, 
8 F. P. C. 445. 

Lines from the distribution plant at Steelton to Hainton, Colonial Park, 
Harrisburg, Heckton, Enola, Shiremanstown, Mechanicsburg, Carlisle, New 
Market, Middletown, Royalton, Elizabethtown, and Marietta. 

Line from Steelton to the connection point with the line of the Lebanon Valley 
Gas Co. at the Dauphin County-Lebanon County Line. 


Lebanon Valley Gas Co. 


Lines from the connection point with the line of the Harrisburg Gas Co. 
at the Dauphin County-Lebanon County Line to Hummelstown, Palmyra, Camp- 
bellstown, Annville, Lebanon, and Avon. 

Lines from the connection points with the lines of Consumers Gas Co. at 
the Lebanon County-Berks County line to Myerstown, Richland, and Sheridan.’ 


Lancaster County Gas Co. 


(i) Line from the natural gas lines of Texas Eastern Transmission Corp. to 
Lancaster ; 

‘The map attached to applicants’ supplement filed on April 18, 1952, depicts the pipeline 
facilities proposed to be abandoned and all facilities to be acquired under applicants’ plan 
of merger. 

2 The facilities to be acquired from the Lebanon Valley Gas Co. will be an integral part 
of U. G. I.’s proposed transmission pipeline system under the company’s aforementioned 
plan of merger. 
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(ii) Line from the natural gas lines of Texas Eastern Transmission Corp. 
to Columbia ; 

(iii) Line from the natural gas lines of the Manufacturers Light and Heat 
Co. to Mount Joy; 

(iv) Line from the natural gas lines of the Manufacturers Light and Heat 
Co. to Manheim ; 

(v) Line from the natural gas lines of the Manufacturers Light and Heat 
Co. to Lititz.* 

Allentown (which also sells gas for resale to the City Gas Co. of Phillipsburg), 
Harrisburg and Lancaster are the sole distributors of gas in the communities 
and adjacent areas for which they are named; while Consumers is the sole 
distributor of gas in Reading, Pa., and adjacent areas. In addition, Consumers 
and Harrisburg provide all of the gas requirements of Lebanon Valley Gas Co., 
and affiliate, for resale in adjacent areas. 

Upon acquisition of the above-described facilities, U. G. I. proposes to continue 
operation of all such facilities and to render all the services “in exactly the 
same manner as they are presently being operated and rendered,” except that 
upon consummation of the merger there will no longer be any sale for resale 
to the Lebanon Valley Gas Co. by either Harrisburg or Consumers. 

Sale now being made by Allentown to City Gas Co. of Phillipsburg, N. J., will 
now be made by U. G. I. Upon receipt of the authorization herein sought, 
U. G. I. proposes to seek cancellation of the tariffs covering sales to Lebanon 
Valley Gas Co. and to file a new tariff covering sale of gas to City Gas Co. 
of Phillipsburg, which tariff will be identical to the tariff now on file, with the 
exception that the name “The United Gas Improvement Co.” will be substituted 
for that of “Allentown-Bethlehem Gas Co.” 

Allentown, Consumers, Harrisburg and Lancaster purchase their natural gas 
supply from the Manufacturers Light & Heat Co. In addition, Consumers 


* Deliveries of 


also purchases natural gas from the Philadelphia Electric Co. 
natural gas to Allentown, Consumers, Harrisburg and Lancaster were authorized 
by the Commission in its order issued June 1, 1948, Jn the Matter of Philadelphia 
Electric Company, Docket No G—1030, 7 F. P. C. 671, and In the Matter of The 
Vanufacturers Light and Heat Comjany, et al., Docket No. G-1247, by order of 
the Commission issued December 19, 1949, 8 F. P. C. 426. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 29, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The United Gas Improvement Co. states that its proposed plan of merger is 
for the purpose of achieving greater efficiency and economy in the operation of 
its facilities, to effect a tax saving, to enable its stockholders to hold directly 
their investment in properties of the subsidiary companies and to remove U. G. I. 
from the status of a holding company. The proposed plan provides for the fol- 
lowing: (1) Conversion of U. G. I. into a Pennsylvania public utility company, 
(2) merger into U. G. IL. of its public utility subsidiaries and dissolution of its 
one hundred percent controlled non-utility subsidiaries, and (3) disposal of all 
investments in other companies, with the exception of a note issued by the 
Delaware Coach Co. in the amount of $916,666.67. 

The United Gas Improvement Co. will carry out part one of the plan by taking 
over the operation of the Northern Liberties Gas Co. properties which are 
presently operated by the Philadelphia Gas Works Co. Part two of the plan 


>The facilities which Lancaster proposes to abandon were certificated by the Commis 
sion’s order, issued December 19, 1949, in docket No. G-1253, 8 F. P. C. 443. 

The gas delivered to Consumers by Philadelphia Electric Co. is a mixture of natural 
and manufactured gas, 
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will be effected by the merger into U. G. I. of its seven subsidiaries ° whereupon 


U. G. I. will remain the only surviving corporation. All assets and liabilities of 
the subsidiaries will be taken up by U. G. I. and all rights of the subsidiaries 
will be vested in U. G. I. 

It is proposed that no securities will be sold and all securities issued are to be 
exchanged for outstanding securities of the subsidiary companies. The sub- 
sidiaries now have outstanding seven series of bonds in the principal amount of 
$15,758,000, which bear various interest rates. It is intended that these bonds 
will be exchanged for identical amounts of the new bonds to be issued by U. G. I. 
with the same interest rates, maturities, redemptions and similar provisions 
contained in the now outstanding bonds. 

Under part three of the plan, U. G. I. proposes to dispose of all of its holdings 
in other companies within one year, with exception of the note of the Delaware 
Coach Co. in the amount of $916,666.67. It is the contention of U. G. I. that 
disposition of this note can be made only at a sacrifice. 

After consummation of the proposed plan, the capital structure of U. G. I. will 
be comprised of debt, preferred stock and common equity, as follows: 

Percent 
aristiciihe $17, 598, 000 25. 3 


Long term debt -___- 
Sa ar et a as a ed 2, 500, 000 3. 6 


Preferred stock__ 
Common equity: 
Common stock__--- 4 $18, 146, 727 
Earned surplus-- -- eure 28, 503, 571 
CE MR 6 bet a tainniirk melons 2, 869, 475 


49,519,773 71.1 


69, 617,773 100.0 


The Pennsylvania Public Utilities Commission, by its order dated June 16, 
1952, has approved the plan of merger as outlined herein. 

The United Gas Improvement Corporation's comprehensive plan, “which 
includes its proposed merger” as filed with the Securities and Exchange Com- 
mission, after hearings, is now awaiting decision. 

The Commission finds: 

(1) Allentown, Consumers, Harrisburg and Lancaster own and operate, 
among other facilities, a natural-gas transmission pipeline system located in 
the State of Pennsylvania, and by such operations the aforementioned appli- 
cants are engaged in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission and are, therefore, “natural-gas 
companies” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission’s orders issued December 19, 1949, in docket Nos. G—1253, 
G-1254, G-1255 and G-1256. Of the aforementioned companies, Allentown, 
Consumers and Harrisburg are also engaged in the sale of natural gas in 
interstate commerce for resale for ultimate publie consumption. 

(2) The properties described above, all as more fully described in the joint 
application, as supplemented and amended, in docket No. G—1910, include fa- 
cilities used in the transportation of natural gas in interstate commerce and 
in the sale in interstate commerce of natural gas for resale for ultimate public 
consumption, and the abandonment, under the plan of merger here proposed, 
of such facilities to the United Gas Improvement Co. is subject to the require- 
ments of subsection (b) of section 7 of the Natural Gas Act; similarly, their 


5 Allentown-Bethlehem Gas Co., Consumers Gas Co., The Harrisburg Gas Co., Lancaster 
County Gas Co., Lebanon Gas Co., Luzerne County Gas & Electric Corp., and The Phila- 
delphia Gas Works. 
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acquisition and operation by U. G. I. are subject to the requirements of sub- 
sections (ec) and (e) of section 7 of the Natural Gas Act. 

(3) The proposed abandonment by the applicants (Allentown, Consumers, 
Harrisburg and Lancaster) of the natural-gas facilities hereinbefore enumer- 
ated, and the acquisition and operation thereof by the United Gas Improve- 
ment Co. are in the public interest; and permission and approval to abandon, 
and authorization to acquire and operate the same should be given as hereinafter 
ordered and conditioned. 

(4) It is necessary and in the public interest for carrying out the provisions 
of the Natural Gas Act that appropriate action be taken to modify the orders 
of the Commission in docket Nos. G—-1030 and G—1247, to effectuate the transfer 
of the gas supply of Allentown, Consumers, Harrisburg and Lancaster to their 
successor in interest, the United Gas Improvement Co. 

(5) The United Gas Improvement Co., a Pennsylvania corporation, will, 
upon the acquisition and operation of the facilities above referred to, be en- 
gaged in the transportation and sale of natural gas in interstate commerce 
and will, therefore, be a “natural-gas company” within the meaning of the 
Natural Gas Act. 

(6) Applicant U. G. I. is able and willing properly to do the acts and to 
perform the services proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(7) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.52 (b) of 
the Commission’s rules of practice and procedure (18 C. F. R. 1.82 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(8) The present and future public convenience and necessity permit the 
abandonment under the plan of merger here proposed of the facilities of Allen- 
town, Consumers, Harrisburg and Lancaster, described herein. 

(9) The acquisition and operation by the United Gas Improvement Co. of 
the facilities described herein and more fully set forth in its application are 
required by public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) Allentown, Consumers, Harrisburg and Lancaster be and they are hereby 
granted permission and approval to abandon, under the proposed plan of 
merger above referred to, the facilities herein described, all as more fully 
set forth in the joint application, as supplemented and amended, filed by the 
aforementioned companies in this proceeding. 

(B) A certificate of public convenience and necessity be and if is hereby 
issued to the United Gas Improvement Co. to acquire and operate the facilities 
described above for the transportation and sale of natural gas for resale, all 
as more fully described in its application, as supplemented and amended, subject 
to the jurisdiction of the Commission upon the terms and conditions of this order. 

(C) The United Gas Improvement Co, shall file the necessary motions to 
modify the Commission’s orders issued in docket No. G-1030 and G—1247, to 
achieve the modification referred to in finding (4) above, within 30 days after 
the date of issuance of this order, unless extended by further order of the 
Commission. 

(D) The United Gas Improvement Co. shall, prior to commencement of 
the service herein authorized, file with the Commission a tariff and service 
agreement covering its proposed sale to the City Gas Co. of Phillipsburg, N. J., 
which tariff shall include a rate not in excess of that presently charged by 
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Allentown-Bethlehem Gas Co. and shall provide the same terms and conditions 
of service. 

(IE) The United Gas Improvement Co. shall file appropriate accounting entries 
recording the acquisition of the property of its predecessors in interest, above 
referred to, in conformity with the provisions of the Commission's Uniform 
System of Accounts prescribed for natural gas companies. 

(F) The United Gas Improvement Co. shall report to the Commission, in writ- 
ing and under oath, within 30 days from the effective date of this order, unless 
extended by further order of the Commission, the date of the abandonment of 
the facilities herein described and the date of acquisition and commencement of 
operation by the United Gas Improvement Co. 

(G) The certificate granted to the United Gas Improvement Co. is granted 
upon condition that U. G. I.’s comprehensive plan of merger be approved by the 
Securities and Exchange Commission, and the grant of the authorization herein 
shall be without prejudice to any action which may be taken by that Commission. 

(H) The authorization contained in paragraphs (A) and (B) hereof shall 
be deemed to be effective only upon a modification of the orders in docket Nos. 
G-1030 and G-1247, so that U. G. I. will become the recipient of the deliveries 
of natural gas presently supplied to its subsidiary companies (Allentown, Con- 
sumers, Harrisburg and Lancaster) by Philadelphia Electric Co. and The Manu- 
facturers Light and Heat Co. 

(1) The certificate issued hereby to the United Gas Improvement Co. is not 
transferable, and shall be effective only so long as it shall continue the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act and any pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission. 


Adopted: September 3,1952. Issued: September 4, 1952. 


Findings and order amending prior order and issuing certificate of public 


convenience and necessity 
Southern Natural Gas Co. 
Docket Nos. G—1308, G- 1676 


On April 23, 1951, Southern Natural Gas Co. (applicant) filed an application 
at docket No. G—1676, as amended on May 14, and June 1, 1951, for a certificate 
of public convenience and necessity, pursuant to section 7 of the Natural Gas 
Act, authorizing the construction and operation of the following facilities: 

(A) (1) A new 4,050 horsepower Gwinville compressor station and appurte- 
nances to be located on its south line in the Gwinville gas field, Jefferson Davis 
County, Miss. 

(2) A new 8400 horsepower Enterprise compressor station and appurtenances 
to be located on its south line at Enterprise, Clarke County, Miss. 

(3) A new 7,000 horsepower Gallion compressor station and appurtenances to 
be located on its south line at Gallion, Hale County, Ala. 

(4) Approximately 20 miles of 85-inch natural gas supply line extending 
north from a point in the Millhaven gas field to 9 point near applicant’s Perry- 
ville compressor station, all in Ouachita Parish, La. 

(5) Approximately 33 miles of 24-inch second loop line extending from a point 
on the discharge side of the Perryville compressor station to the Pioneer header 
in West Carroll Parish, La., together with an 860-foot crossing of the Boeff River 
consisting of four 12*%4-inch pipelines, 
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(6) Approximately 7 miles of 24-inch second loop line extending from the 
discharge side of applicant’s Onward compressor station to the east bank of 
the Little Sunflower River in Sharkey County, Miss. 

(7) Facilities necessary to reinforce applicant's line between its Onward and 
Pickens compressor stations to operate at 500 pounds per square inch gage. 

(S) Approximately 1,070 feet of 12%4-inch pipeline and 1,070 feet of 18-inch 
pipeline connecting the suction and discharge headers of applicant's MeConnells 
station to its north line at a point north of MeConnells station. 

(9) Substitution of approximately 108 miles of 14-inch pipeline extending 
from Bass Junction, near Macon, Ga., to Aiken, S. C. (Bass Junction-Aiken 
line), including river crossings at Ocmulgee, Oconee and Savannah Rivers, in 
place of 105 miles of 10°4-inch line previously authorized at docket No. G—1308. 

(10) Appropriate line taps, meter stations, pressure regulating facilities and 
appurtenances for the delivery and sale of natural gas to the following com- 
munities: Raleigh and Mize, Mississippi: Brent, Centerville, Fayette, Greens- 
boro, Albertville, Newbern, Hanceville, Fort Payne (for itself and for Collins- 
ville) and Rainbow City, Ala.; Austell, Powder Springs, Bowdon, Dallas, Dal- 
ton, Summerville, Trion, Fort Valley, Thomson, and Villa Riea, Ga. 

Pursuant to due notice, a public hearing ' was held in Washington, D. C., com- 
mencing on August 6, 1951, and concluding on August 13, 1951. 

The cities of Raleigh, Mississippi; Albertville, Fort Payne, Hanceville, Rain- 
bow City, Alabama Gas Corporation, for itself and as agent for the communities 
of Brent, Centerville, Greensboro and Newbern, Ala.; Cartersville, Dallas, Dalton, 
Fort Valley, Cobb County, Powder Springs, Austell, Villa Rica, Thomson, Ga.; 
Atlanta Gas Light Co., South Carolina Electric & Gas Co., Railway Labor Execu- 
tives Association, National Coal Association and United Mine Workers, and 
Fuels Research Council, Inc., were permitted to intervene in this proceeding. 

The time for the filing of proposed findings and conclusions was postponed 
to August 11, 1952, at the request of applicant in order to firm up its gas 
supply. By order of August 14, 1952, the Commission on motion of applicant 
omitted the intermediate decision procedure in this proceeding. 

The facilities described above in subparagraphs (A) (5) through (A) (8) 
inclusive are proposed to be constructed in lieu of the following facilities pre- 
viously authorized at docket No. G-1308: 

(B) (1) Approximately 21 miles of 24-inch second loop line between the 
Perryville compressor station and Pioneer Junction, all in Louisiana. 

(2) Approximately 14.4 miles of 24-inch second loop line between the Onward 
compressor station and the Big Sunflower River, all in Mississippi. 

(3) Additional compressor units totaling 4,000 horsepower at the Onward 
compressor station, Miss. 

(4) Additional compressor units totaling 2,600 horsepower at the Pickens 
compressor station, Miss. 

The cost of the above facilities proposed to be eliminated was estimated 
at $3,375,650. The cost of the facilities to be substituted in lieu thereof in 
this docket No. G—1676 is estimated at $2,860,000. 

In addition applicant now does not propose to construct the following facili- 
ties authorized at docket No. G-1308 designed to take natural gas from the 
Carthage field, Tex., at an estimated cost of $3,767,320: 

(C) (1) 29 miles of 12-inch and 5.8 miles of 8-inch pipeline extending from 


‘This proceeding was consolidated for purpose of hearing with an application filed by 
applicant to amend the order issuing a certificate of public convenience and necessity at 
docket No. G-1308. The order of October 30, 1951, disposed of the issues raised on the 
application to amend at docket No. G—1308. 
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the Carthage Corp. processing plant in the Carthage field to applicant’s Logans- 
port line, including river crossings and measuring stations. 


» 


(2) 64.1 miles of 14-inch pipeline looping applicant’s Logansport line, leav- 
ing approximately 14 miles of 14-inch line proposed to be installed and operated. 

(3) A new 1600 horsepower compressor station in the Logansport field. 

(4) 1200 horsepower at the Bienville compressor station. 

Applicant does not propose to construct and operate the facilities described 
above in subparagraph (A)(9), since applicant has filed an application at 
docket No. G-1907 to construct and operate a 16-inch line in lieu thereof. Hear- 
ings on said docket No. G-1907 are now in progress. 

Temporary authorizations to construct the facilities described above in sub- 
paragraphs (A)(2), (4), (5), (6), (7), and (8) have been granted. 

Upon completion of the proposed overall project, the total input capacity of 
applicant’s system will be 705,000 M.c.f. per day, and after deducting for fuel 
use and line loss, the daily delivery capacity is estimated to be approximately 
670,000 M. ec. f. per day, an increase of 115,000 M. c. f. per day over the presently 
authorized sales capacity. 

Applicant's estimated peak-day firm requirements in the first full year’s opera- 
tion of the proposed facilities including service to the communities mentioned 
herein and including 10,990 M. ¢. f. for customers to be supplied from the Bass 
Junction-Aiken line is 662,517 M. e¢. f. 

By order issued July 25, 1952, at docket No. G—1879, official notice of which 
is hereby taken, the Commission issued a certificate of public convenience and 
necessity authorizing United Gas Pipe Line Co. (United) to construct and operate 
facilities for the delivery of 100,000 M. ¢. f. of natural gas per day to applicant 
at Kosciusko, Miss., upon the terms and conditions therein stated. 

sy order issued June 38, 1952, at docket Nos. G—1750, G-1860 and G—-1873, 
official notice of which is hereby taken, the Commission authorized United to 
reduce the volumes of gas to be sold to applicant at Monroe, La., and to transport 
for the account of applicant the volumes of gas to be purchased by applicant from 
Southern Production Co. in the Carthage field. The transportation agreement 
with United will render unnecessary the construction of the facilities herein- 
before described in subparagraphs (C) (1) through (C) (4) inclusive. 

No evidence was introduced as to the need for gas by, or as to the economic 
feasibility of a gas supply for, the communities of Raleigh and Mize, Miss.; 
Fayette, Ala.; Trion, Villa Rica, Summerville, Austell and Powder Springs, Ga. 

The evidence introduced by the representatives of Alabama Gas Corporation as 
agent for Greensboro, Newbern, Brent and Centerville, Ala., largely consisted of 
the proposed contract between Alabama Gas Corp. and the Water Works Board 
of the town of Brent and between Alabama Gas Corp. and the Water Works 
Board of the city of Greensboro, under which the respective Water Works 
Boards are to construct the necessary transmission lines from applicant’s trans- 
mission system to the city gates, and sell the gas to Alabama Gas Corp. for 
distribution within the respective communities. Centerville would be served 
from the Brent lateral and Newbern from the Greensboro lateral. The amount 
of revenue bonds proposed to be sold to cover the construction costs of the 
transmission lines is not given. There is no estimate of the amount of gross 
revenue which will be earned, nor any estimate of the operating expenses. No 
estimate was made as to the net revenues nor whether the net revenues would 
be sufficient to service the bonds, either as to interest or principal. 

Staff counsel stated on the record (T. 344) as follows: 

I should like the record to show, Mr. Examiner, that there are no economic 
feasibility studies, so far as we can see, in this prepared testimony, as to 
service to these two communities, Brent and Greensboro, * * *. 
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Applicant itself has insisted that communities who seek natural-gas service 
from it be required to show on the record that the proposed municipal systems 
are economically feasible, so that applicant may have some reasonable assurance 
that the increased capacity of applicant’s system facilities will be utilized. 
The fact that Alabama Gas Corp. is a wholly owned subsidiary of applicant does 
not mean that the subsidiary is to be given preferred treatment by relieving it of 
its obligation to make the same type of showing on the record required of all 
other communities. Indeed, the representative of Alabama Gas Corp. stated that 
applicant must look to the respective Water Works Boards for any default 
in the obligation to purchase gas from applicant. Our conclusion that this 
record does not support a finding that service to Brent, Centerville, Newbern and 
Greensboro should be authorized in this proceeding is without prejudice to 
such communities making a showing of economic feasibility in another pro- 
ceeding. 

The cities of Dalton and Cartersville, Ga., are proposed to be served off 
applicant’s so-called Calhoun lateral pipeline. This lateral is presently used to 
sell gas for resale in the communities of Cedartown, Rome, Rockmart and 
Calhoun, Ga. Applicant additionally sells gas to Atlanta Gas Light Co. for resale 
to certain industrial customers in Cartersville but not to general service cus- 
tomers in that community. Applicant does not propose to make gas available 
to Dalton and Cartersville at the point on its Calhoun lateral nearest to these 
communities, but instead proposes to make gas available at a point near Cedar- 
town, requiring each of these two communities to parallel in part applicant’s 
Calhoun lateral from Cedartown northwardly. The segment of applicant's 
Calhoun lateral from Cedartown to Calhoun is approximately 37 miles of 8-inch, 
6-inch and 4-inch pipeline. The segment from its main transmission line to 
Cedartown is approximately 31.8 miles of 12-inch pipeline. The record shows 
that the present capacity of the Calhoun lateral is insufficient to meet the esti- 
mated firm requirements of applicant’s present customers served off the Cal- 
houn lateral in the 1953-54 peak season and that applicant would require addi- 
tional facilities to increase such capacity. Official notice is taken of the fact 
that in an application filed on March 3, 1952, at docket No. G—1907, hearings 
on which are now in progress, applicant proposes to loop in part its Calhoun 
lateral. It appears that decision as to service to Dalton and Cartersville may 
appropriately be determined at docket No. G—-1907 in order to avoid, if possible, 
the necessity of duplicate transmission lines. The communities of Cartersville 
and Dalton have been permitted to intervene at said docket No. G—1907. 

Service to the city of Thomson, Ga., is proposed to be made from the Bass 
Junction-Aiken line. We take official notice of the fact that this line is not 
to be constructed as proposed in this docket No. G—1676, but rather as pro- 
posed in said docket No. G—1907. 

The estimated cost of the proposed facilities, excluding the Bass Junction- 
Aiken line, is $9,265,000, to be financed by the issuance of notes and cash on 
hand. The issuance of applicant’s securities is subject to the jurisdiction of the 
Securities and Exchange Commission under the Public Utility Holding Com- 
pany Act of 1925. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of busi- 
ness at Birmingham, Ala., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Texas, Louisiana, 
Mississippi, Alabama and Georgia; and by such operations, applicant is en- 
gaged in the transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company’ 
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within the meaning of 















































1266 FEDERAL POWER COMMISSION 





the Natural Gas Act, as heretofore found by the Commission in its order of Oc- 
tober 6, 1942, in docket No. G—296, 3 F. P. C. 822. 

(2) The proposed facilities will be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of applicant’s existing pipeline system, and the con 
struction and operation thereof by applicant are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act, as amended. 

(3) The record does not support a finding that service to Raleigh and Mize, 
Miss.; Fayette, Brent, Centerville, Greensboro, Newbern, Ala.; Trion, Villa Rica, 
Summerville, Austell, Powder Springs, Dalton, Cartersville, Thomson, Ga., 
should be authorized herein. 

(4) Applicant should be authorized to sell and deliver natural gas for dis- 
tribution in the following communities under applicant’s appropriately filed 
F. P. C. gas tariff : 

Albertville, Hanceville, Fort Payne (for itself and Collinsville), Rainbow 
City, Ala.; Bowdon, Fort Valley and Dallas, Ga. 

(5) The construction and operation of the facilities hereinbefore described, 
excepting the Bass Junction-Aiken line and excepting the line taps (including 
appurtenant facilities) for the delivery and sale of gas to the communities listed 
in paragraph (3) above, are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(6) Applicant is able and willing properly to do the acts and perform the 
service authorized and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act and in the public interest that the order of May 18, 1950, issuing 
a certificate of public convenience and necessity to applicant at docket No. 
G-1308, 9 F. P. C. 756, should be amended by eliminating therefrom the au- 
thorization to construct and operate the facilities hereinabove described in 
subparagraphs (B) (1) through (B) (4), inclusive and (C) (1) through (C) 
(4) inclusive. 

(8S) The Commission having ordered the omission of the intermediate de 
cision procedure should forthwith render the final decision herein. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued in docket No. G—1676 authorizing applicant to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application, as amended, excepting the facilities referred to in paragraph (5) 
above, for the transportation and sale of natural gas subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) Applicant is hereby authorized to sell and deliver natural gas for dis- 
tribution in the following communities under applicant’s appropriately filed 
F. P. C. gas tariff: 

Albertville, Hanceville, Fort Payne (for itself and Collinsville), Rainbow 
City, Ala.; Bowdon, Fort Valley and Dallas, Ga. 

(C) Unless otherwise ordered by the Commission for good cause shown, 
the construction of the facilities herein authorized shall be completed and 
placed in operation on or before July 1, 19538. Applicant shall submit, to the 
Commission, in writing, under oath, commencing January 1, 1953, quarterly 
progress reports detailing the progress of the construction work and service 
rendered ; and upon completion of construction, advise the Commission the date 
thereof, together with the date of commencement of operations. 

(D) The order of May 18, 1950, issuing a certificate of public convenience 
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and necessity to applicant at docket No. G—1308, 9 F. P. C. 756, be and the 
same is hereby amended by eliminating therefrom the authorization to con- 
struct and operate the following described facilities : 

Approximately 21 miles of 24-inch second loop line between the Perryville 
compressor station and Pioneer Junction, all in Louisiana. 

Approximately 14.4 miles of 24-inch second loop line between the Onward 
compressor station and the Big Sunflower River, all in Mississippi. 

Additional compressor units totaling 4,000 horsepower at the Onward com- 
pressor station, Mississippi. 

Additional compressor units totaling 2,600 horsepower at the Pickens com- 
pressor station, Mississippi. 

29 miles of 12-inch and 5.8 miles of 8-inch pipeline extending from the Car- 
thage Corp. processing plant to applicant’s Logansport line, including river cross- 
ings and measuring stations. 

64.1 miles of 14-inch pipeline looping applicant’s Logansport line. 

A new 1,600 horsepower compressor station in the Logansport field. 

1,200 horsepower at the Bienville compressor station. 

(E) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 


Adopted: September 83,1952. Issued: September 4, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Michigan-Wisconsin Pipe Line Co. 
Docket No. G—1953 


On May 6, 1952, Michigan-Wisconsin Pipe Line Co. (applicant) filed an appli- 
eation for a certificate of public convenience and necessity pursuant to section 7 
of the Natural Gas Act, authorizing the construction and operation of (1) a 
34-inch loop line extending from a point adjacent to the existing main line of 
applicant and running for a distance of 1.3 miles parallel to the existing 2%-inch 
lateral line presently owned and operated by applicant to provide natural gas 
service to the St. Joseph Light and Power Co. for resale in Maryville, Mo.: (2) a 
65¢-inch lateral line extending from a point on the existing main line of appli- 
cant and running for a distance of 18.5 miles, terminating at the “city gate” 
station used to meter natural gas delivered to lowa Southern Utilities Co. for 
resale in Burlington, Iowa. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 29, 1952, respecting the matters involved and the issues presented by 
the application. No protests to the application have been received. 

The proposed construction and operation is intended to improve services to 
applicant’s customers and increase the efficiency and flexibility of operations of 
its lateral lines serving Maryville and Burlington, Iowa. 

The estimated cost of the proposed facilities is $292,000 and will be financed 
out of funds on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Detroit, Mich., owns and operates a natural-gas transmission pipeline system 
extending from the State of Texas to points in the States of Wisconsin and 
Michigan, and by such operations applicant is engaged in the transportation and 
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sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
‘“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 

(83) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.82 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding, for the transportation and sale of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of completion of the construction of the facilities hereinbefore described, 
together with the date of commencement of operation of such facilities. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: September 3, 1952. Issued: September 4, 1952. 


Findings and order authorizing and approving abandonment of facilities 
Cities Service Gas Co. 
Docket No. G—1987 


On June 30, 1952, Cities Service Gas Co. (applicant) filed an application with 
the Commission for permission pursuant to section 7 (b) of the Natural Gas Act 
to abandon approximately 9.2 miles of 6-inch and 8-inch gas pipeline beginning 
near the center of section 15, Township 26 South, Range 5 East, and extending 
southwesterly to the southwest quarter (SW4) of Section 23, Township 27 
South, Range 4 East: also, five (5) miles of 3-inch gas pipeline beginning at 
above 6-inch line in the Northeast Quarter (NE4) of Section 13, Township 27 
South, Range 4 East and extending easterly and southerly to the Northeast 
Quarter (NE) of section 22, Township 27 South, Range 5 East, all in Butler 
County, Kans. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 27, 1952, respecting the matters involved and the issues presented by 
the application. No protests to the application have been received. 

Applicant constructed the 6-inch and 8-inch line in 1906 to transmit produc- 
tion in the Butler County, Kans., field into the system of Wichita Natural Gas 
Co., a predecessor of applicant. The line provided a supply of gas to the 
Cities Service Oil Co. Haverhill field for oil production ; however, the Haverhill 
field is now being electrified, and, accordingly, the natural-gas pipeline is no 
longer needed. Applicant states that it can use the pipe in said lines in other 
parts of its system in regular maintenance and repair work. The city of 
Augusta at one time served by this pipeline is now served by the 12-inch line 
running from Wichita to Cambridge, and the city of El Dorado, also at one 
time served by this line, is now being served by the Wichita-Ottawa 20-inch line. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Texas, Oklahoma, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of December 28, 
1943, in docket No. G-298, 4 F. P. C. 471. 

(2) The facilities proposed to be abandoned and removed are used for the 
transportation and sale in interstate commerce of natural gas as integral parts 
of applicant’s existing pipeline system, and are subject to the requirements of 
section 7 (b) of the Natural Gas Act. 

(3) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 

Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(4) Public convenience and necessity permit the abandonment and removal of 
the facilities as proposed in the application. 

The Commission orders: 

(A) Applicant be and it is hereby authorized to abandon and remove the 
facilities as proposed in the application and upon the terms and conditions 
of this order. 

(B) Applicant shall report to the Commission in writing, under oath, the 
effective date of the abandonment and removal of the described facilities. 


tdopted: September 3, 1952. Issued: September 4, 1952. 


Order further amending license (major) 
The City of Seattle, Wash. 
Project No. 553 


Application was filed November 24, 1950 by the city of Seattle, Wash., licensee 
for major project No. 553, for amendment of license for the project located 
on Skagit River, in Whatcom County, Wash. 

The application, which seeks to reduce the authorized installed capacity of 
the Diablo portion of the project from 520,000 horsepower to the present instal- 
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lation of 160,000 horsepower, states, for reasons set forth therein but which 
would serve no useful purpose to recite herein, that further installation of gen- 
erating capacity at the Diablo plant cannot be economically justified. 

The effect of the amendment would be to decrease the authorized installed 
capacity of the entire project upon which the capacity portion of the annual 
charge for administration of part I of the Federal Power Act is based from 
860,000 horsepower to 653,000 horsepower. 

The Commission finds: 

The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

The Commission orders: 

(A) The license for the city of Seattle’s major project No. 553 is hereby 
further amended, effective as of January 1, 1951, to provide for the reduction 
in the authorized installed capacity of the entire project from 860,000 horsepower 
to 653,000 horsepower, so that article 24 (a) thereof shall read as follows: 

Article 24. (a) For the purpose of reimbursing the United States for the 
costs of administration of part I of the act, 1 cent per horsepower on the 
capacity (653,000 horsepower) plus 2%4 cents per thousand kilowatt-hours of 
gross energy generated by the project during the calendar year for which the 
charge is made. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of the 
amendment. In acknowledgment of the acceptance of this amendment, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


idopted : September 3,1952. Issued: September 5, 1952. 


Order issuing license (minor) 
William R. LaBarge 
Project No. 2081 


Application was filed April 9, 1951 and amended January 7, 1952 by William R. 
LaBarge, of Jacksonville, Oreg., for a license under the Federal Power Act 
(hereinafter referred to as the act) for constructed minor project No. 2081 
located on the Middle Fork, Applegate River, tributary to the Rogue River, in 
Siskiyou County, Calif., and affecting lands of the United States within the 
Rogue River National Forest. 

The project, which was completed in 1945, consists of : 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a smail concrete wing dam; a pipe conduit 
101 feet long: a shed containing a 2sS-inch Pelton water wheel connected to a 
28-kilowatt generator: a 15-foot tailrace; and two short transmission lines; and 

(c) All other structures, fixtures, and equipment or facilities used or useful 
in the maintenance and operation of the project and located on the project area, 
and all rights and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described by 
a certain map which formed a part of the application for license and which is 
designated and described as: 
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Erhibit K—(F. P. C. No. 2081-1), a map in one sheet entitled “Power Project 
of William LaBarge—Jacksonville, Oreg.,” signed William R. LaBarge on Octo- 
ber 28, 1950, and revised in the Commission in accordance with the applicant's 
letter filed on January 7, 1952. 

The Under Secretary of the Interior, the Chief, Forest Service, acting for 
the Secretary of Agriculture, who has supervision over the Rogue River Na- 
tional Forest, and the Director, Department of Fish and Game, State of 
California, have reported on the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a license for the project. 

( 


» 
(3 


) No conflicting application is before the Commission. 

) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Rogue River Na 
tional Forest was created or acquired. 

(5) The installed capacity of the project is one horsepower and the energy 
generated thereby is used in the applicant's residence. 

(6) The exhibit designated and described in the second paragraph of this 
order conforms with the Commission’s rules and regulations and should be 
approved as part of the license for the project. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
the Army and to public notice; 6, insofar as it relates to public notice and 
to the acceptance and expression in the license of terms and conditions of 
the act which are hereinafter waived; 10 (a); 10 (¢), insofar as it relates 
to depreciation reserves ; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power 
of condemnation is reserved; 15; 18, except insofar as it relates to fishways; 
19; 20; 22; and 23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This license is issued, without charge, to William R. LaBarge, of Jack- 
sonville, Oreg., for a period commencing January 1, 1945, and terminating 
December 31, 1954, for the operation and maintenance of minor project No. 2081 
upon lands of the United States, subject to the terms and conditions of the act 
which is hereby incorporated by reference as a part of this license (except 
that the terms and conditions of part I of the act referred to in finding (7) 
above are waived to the extent therein specified), and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-7, entitled “Terms and conditions of license for minor project affecting 
lands of the United States,” which terms and conditions described as articles 1 
through 14, are attached hereto and made a part hereof. 

(C) Exhibit K (F. P. C. No. 2081-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 318 (a) of 
the act, and failure to file such an application shall constitute acceptance of 
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this license. In acknowledgment of acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Adopted: September 3, 1952. Issued: September 5, 1952. 





Determination under section 24 of the Federal Power Act 
Land Withdrawn in Projects Nos. 263 and 301 
Docket No. DA-327-Colorado—Gunnar Dale I 


An application was filed by Gunnar Dale of Parshall, Colo., for a determina- 
tion under section 24 of the Federal Power Act with respect to the following 
described land: Sixth principal meridian, Colorado: T. 1 N., R. 78 W., see. 
18 SYNE. 

The subject land was withdrawn pursuant to the filing of an application for 
a preliminary permit on November 4, 1921, and docketed as project No. 2638 
which was rejected on March 13, 1923. A new application docketed as project 
No, 301 was filed on April 17, 1922, for the same power site and it too, was 
rejected November 27, 1934. 

The land lies near the Colorado River within the Kremmling reservoir site 
involved in both of the foregoing applications. More recently a development 
by construction of a dam at Gore Canyon has been suggested. In the event of 
development of either of the first two projects above indicated possibly 20 or 
30 acres of the subject land would be flooded. Development of the Gore Dam 
would have its diversion pool maximum elevation controlled by the elevations 
of the existing Denver and Salt Lake Railroad and Federal Highway No. 24 
which traverse the area. The existence of these improvements and the presence 
of the town of Kremmling, Colo., within the flowage area lessen the probability 
of any power development there within the near future. Any power develop- 
ment appears to be remote. 

In the meantime pending future developments use of the land for other 
purposes as proposed will not injure or destroy the land’s value for power 
development. 

Interested federal officials have reported on the application and state officials 
have interposed no objection to the application. 

The Commission determines: 

The value of the land hereinbefore described will not be injured or destroyed 
for purposes of power development by entry, location or selection under the 
public land laws, subject to the provisions of section 24 of the Federal Power 
Act as amended, and subject to the stipulation that the transferee agrees that 
the United States, its permittees or licensees shall not be liable for any damages 
to any structures or improvements of the transferee or those holding under or 
through him resulting from the taking or use of any portion of the land for 
the development, construction, operation and maintenance of any water-power 
development. 

The above-described land is to remain in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal restoration, and no 
preference right to the land is acquired by the filing of the application for 
restoration, or by virtue of this action taken by the Commission. 


Adopted: September 8, 1952. Issued: September 4, 1952. 
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Determination for highway right-of-way under section 24 of the Federal Power 
Act 


Lands Withdrawn in Power Site Reserve No. 137, Power Site Classification No. 
375, and Project No. 149 


Docket No. DA-125-Wyoming—Wyoming Highway Department 


An application (Wyoming 016426) was filed by the Wyoming Highway De- 
partment for a highway right-of-way under the act of November 9, 1921 (42 
Stat. 212, 216), requiring a determination under section 24 of the Federal Power 
Act with respect to the affected portion of the following described lands: Sixth 
principal meridian, Wyoming: T. 39 N., R. 94 W., sec. 5, lot 3, SYNE. 

The lands lie in the vicinity of the Big Horn River and of the Boysen dam 
and reservoir project now under construction by the Bureau of Reclamation, 
Department of the Interior. Lot 3 is withdrawn in power site reserve No. 137, 
dated July 2, 1910, based on temporary power site withdrawal of April 12, 1910, 
and a portion thereof was also reserved for transmission-line location, to which 
the Commission’s general determination of April 17, 1922, is applicable, pursuant 
to the filing on January 6, 1921, of an application for license for water-power 
project No. 149, which license was terminated on June 18, 1931. The land in the 
S1ZNE\ is withdrawn in power site classification No. 375, dated August 25, 1945. 

It appears that applicant proposes to use the lands for the relocation of a 
section of road, necessitated by construction of the Boysen dam and reservoir 
project. 

The lands were withdrawn for possible flowage use in connection with develop- 
ment of the Boysen unit of the Missouri Basin project. Although available 
records indicate that the highway right-of-way as relocated will be both beyond 
and above the flow line of the Boysen development, the lands still have potential 
power value. 

The contemplated use of the lands will not materially affect their power value. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the affected portion of the above-described lands not already 
legally occupied by virtue of rights acquired prior to the withdrawal of the 
lands for power purposes will not be injured or destroyed for purposes of power 
development by location thereon of the proposed highway right-of-way, subject 
to the provisions of section 24 of the Federal Power Act. 


{dopted ; September 3,1952. Issued: September 4, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 267 
Docket No. DA-744—California—Herbert W. Harms 


An application was filed by Herbert W. Harms through his attorneys of 
Oakland, Calif., requiring determination under section 24 of the Federal Power 
Act with respect to the following described land: Mount Diablo meridian, Cali- 
fornia : T.16N., R.10 E., See. 34, Lot 2 (0.24 acre). 

The subject land lies on the south rim of Bear River Canyon, about 0.5 of a 
mile south of and 580 feet above the site of the Dutch Flat Powerhouse of the 
Pacific Gas and Electric Co., and is withdrawn in power site reserve No. 267 
by Executive order of April 29, 1912, which included among other lands the 










1274 FEDERAL POWER COMMISSION 





N¥% of said section 34, and by interpretation No. 192 of August 17, 1932, the 
small tract of public land above described was included, although it is not a 
contiguous part of the large tract and it is far removed from the water course. 

There are no known plans for future power development involving the use 
of the subject land; therefore pending any possible future power development 
the use of the land for other purposes will not injure or destroy the value for 
power purposes. 

Interested federal and state officials have reported on the application. 

The Commission determines: 

The value of the land hereinbefore described will not be injured or destroyed 













for power development purposes by entry, location or selection under the public 





land laws, subject to the provisions of section 24 of the Federal Power Act, 





as amended. 

The above described land is to remain in the status of withdrawal insofar 
as the application for homesite entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal restoration, and no 
preference right to the land is acquired by the filing of the application for 
restoration, or by virtue of this action taken by the Commission. 









Adopted: September 2, 1952. Issued September 4, 1952. 









Order authorizing issuance of first mortgage bonds 






Pacific Power & Light Co. 






Docket No. E—6450 











Pacific Power & Light Co. (applicant), a corporation organized and existing 
under the laws of the State of Maine, qualified and authorized to do business 
as a foreign corporation in the States of Oregon and Washington, and having 
its principal business office at Portland, Oreg., filed its application on August 
11, 1952, and amendments thereto on August 13, 22 and 25, 1952, for an order 
pursuant to section 204 of the Federal Power Act authorizing the issuance of 
$7,500,000 principal amount first mortgage bonds. 

The applicant proposes to issue the $7,500,000 principal amount first mortgage 
bonds due 1982 under its mortgage and deed of trust dated as of July 1, 1947, 
to Guaranty Trust Co. of New York and Oliver R. Brooks, as trustees, as supple- 
mented, and as to be further supplemented and amended by a third supple- 
mental indenture to be dated as of September 1, 1952. 

Applicant proposes on or about September 13, 1952, publicly to invite sealed 
written proposals for the purchase of the bonds. All bids submitted in response 
to such public invitation will be opened on or about September 22, 1952. Ap- 
plicant proposes to accept the bid providing it with the lowest annual cost of 
money for the bonds. The bidder for the bonds will be required to specify the 
interest rate in multiples of 1% percent and the price, which must not be lower 
than 100 percent nor higher than 102% percent, of the principal amount. 

The proceeds from the issuance of the proposed bonds are to be used for the 

























construction, improvement and extension of the applicant’s electric utility fa- 
cilities estimated to require expenditures of approximately $24,000,000 in 1952. 

Written notice of the application was given to the Public Utilities Commis- 
sioner of Oregon, the Public Service Commission of Washington and to the 
Governor of each of those States. Notice of the application was also given by 
publication in the Federal Register on August 16, 1952 (17 F. R. 7519) stating 
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that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before September 1, 1952. 

The Public Utilities Commissioner of Oregon and Washington Public Service 
Commission by orders entered August 18 and 20, 1952, respectively, authorized 
the issuance and sale of said bonds at competitive bidding at a price to be 
approved by further order after receipt of notice of results of competitive 
bidding. 

The Commission finds: 

(1) The applicant, a corporation, is a public utility within the meaning of 
section 204 of the Federal Power Act subject to the jurisdiction of the Commis- 
sion as heretofore described and set forth in the Commission’s order of August 
8, 1944, in Pacific Power & Light Co., Docket No. IT—5904, 4 F. P. C. 680. 

(2) The proposed issuance and sale of $7,500,000 principal amount first mort- 
gage bonds described above will constitute an issuance of securities within the 
purview of section 204 of the Federal Power Act. 

(3) The applicant is not organized and operating in a State (Maine) under the 
laws of which its security issues are regulated by a State commission within 
the meaning of section 204 (f) of the Federal Power Act, and the proposed 
issuance of securities is, therefore, not exempt by virtue of that section from 
the requirements of section 204 of the act. 

(4) The proposed issuance and sale of the first mortgage bonds hereinafter 
authorized will be for a lawful object, within the corporate purposes of the ap- 
plicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of $7,500,000 principal amount first 
mortgage bonds for the purposes specified in the application, as amended, hereby 
is authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of the first mortgage bonds shall not 
be consummated until : 

(i) The applicant shall have amended its application by filing the data and 
information specified in section 34.2 (k) (2) (i) of the Commission’s rules in 
accordance with the last sentence of section 34.2 (k) (2) (ii) thereof, and 
the applicant shall have further amended its application pursuant to the re- 
quirements of section 34.2 (k) (3), of the rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) relating to affiliation, 
and shall have either filed the amendments required by these two latter sections 
or shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the interest rate and the price to 
be received by the applicant for the bonds, by further order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days of the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation or property 
claimed or asserted. 
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(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: September 5, 1952. Issued: September 8, 1952. 


Findings and order permitting and approving abandonment by sale and assign- 


ment of lease and issuing certificate of public convenience and necessity 
Mississippi Valley Gas Co. and Mississippi Gas Co. 


Docket No. G—1992 


On July 2, 1952, Mississippi Valley Gas Co. (Mississippi Valley), a Mississippi 
corporation having its principal place of business at Jackson, Miss., and Missis- 
sippi Gas Co. (Mississippi Gas), a Delaware corporation having its principal 
place of business at Meridian, Miss., sometimes referred to together as “appli- 


cants”, filed a joint application (1) for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing Mississippi 
Valley to acquire by purchase and assignment of lease and to operate certain 
transmission pipeline facilities presently owned or leased and operated by Missis- 
sippi Gas, and (2) for authorization pursuant to section 7 (b) of the Natural 
Gas Act for Mississippi Gas to abandon by sale and assignment of lease said 
transmission pipeline facilities and to abandon the service rendered therefrom. 
The joint application was supplemented by material filed by the applicants on 
August 11, 1952. 

Mississippi Valley proposes to acquire all the physical facilities, franchises, 
accounts receivable, contracts, and leases of Mississippi Gas, after which Missis- 
sippi Gas will no longer exist. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 9, 1952, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The transmission facilities owned and operated by Mississippi Gas and to 
be sold by Mississippi Gas to Mississippi Valley all more fully described in the 
application, consist of approximately 56 miles of 6-, 8-, and 10-inch pipeline 
extending from a connection with the facilities of Southern Natural Gas Co. 
near West Point, Miss., to Tupelo, Miss. ; 9.61 miles of 6-inch lateral line extend- 
ing from the West Point-Tupelo line to Okolona, Miss.; 5.97 miles of 10-inch 
lateral line extending from the West Point-Tupelo line to the Amory gas storage 
field; storage facilities and a 600 horsepower compressor station in the Amory 
gas storage field; and all farm taps, metering and regulating stations and other 
appurtenances connected to the aforementioned facilities. The facilities to be 
acquired by Mississippi Valley from Mississippi Gas by assignment of lease con- 
sist of approximately 99 miles of 2- to 8-inch pipeline, all as more fully described 
in the application, extending from the pipeline of Southern Natural Gas Com- 
pany near Louisville, Miss., to various communities in Choctaw, Webster, Cal- 
houn, Oktibbeha, and Chickasaw Counties, Miss. These facilities are owned 
by the North Central Natural Gas District and are presently operated under a 
lease agreement by Mississippi Gas under a certificate of public convenience and 
necessity issued in docket No. G-1861. Mississippi Gas also operates under the 
lease agreement numerous distribution systems attached to the 99-mile trans- 
mission line, which Mississippi Valley will also acquire and operate. North 
Central Natural Gas District has agreed to the assignment of the lease to 
Mississippi Valley. 
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In addition to the above, Mississippi Valley will purchase from Mississippi 
Gas and operate distribution systems in Meridian, Louisville, Macon, Brooksville, 
Starkville, Columbus, West Point, Aberdeen, Amory, Okolona, Nettleton, and 
Tupelo, Miss. 

Mississippi Gas makes no sale of gas for resale. All its sales of gas are made 
at retail. 

The gas supply for all the aforementioned towns is obtained from Southern 
Natural Gas Co. Mississippi Gas is a wholly owned subsidiary of Southern 
Natural Gas Co., which company desires to dispose of the subject properties in 
order to obtain a portion of the funds necessary for its projected $76,000,000 
expansion program (docket No. G-1907). In addition Southern wishes to take 
advantage of the opportunity to dispose of the facilities at this time on a 
satisfactory basis. 

Mississippi Valley presently owns and operates transmission and distribution 
facilities serving natural gas in a number of communities in northern Missis- 
sippi, and it states that substantial economies and the advantage of localized 
management can be attained through its operation of the facilities proposed to 
be transferred. 

Mississippi Valley proposes to operate the acquired facilities in the same 
manner as they are now operated, using its own personnel supplemented sub- 
stantially by the present personnel of Mississippi Gas. 

The proposed purchase price is approximately $3,521,000 subject to closing 
adjustments. This price represents the approximate original cost of the gas 
plant less accrued depreciation thereon, plus certain other assets acquired and 
certain liabilities assumed. 

Mississippi Valley proposes to finance the acquisition by bank loans totaling 
$3,400,000. Of this amount $1,150,000 is to be repayable in four annual install- 
ments commencing in 1953. The remaining $2,250,000 is to be repaid from funds 
realized from the sale to seven insurance companies of $2,750,000 principal 
amount of 4144 percent bonds. 

The Commission finds: 

(1) Mississippi Gas, a Delaware corporation having its principal place of 
business at Meridian, Miss., owns, leases, and operates certain natural-gas trans- 
mission pipelines and appurtenant facilities located wholly in the State of Mis- 
sissippi, and is engaged in the transportation of natural gas produced in Mis- 
sissippi and other States, and by such operations is engaged in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of March 
12, 1952 in docket No. G—1861, 11 F. P. C. 890. 

(2) Mississippi Valley, a Mississippi corporation having its principal place 
of business at Jackson, Miss., owns, leases, and operates certain natural-gas 
transmission pipelines and appurtenant facilities located wholly in the State 
of Mississippi, and is engaged in the transportation of natural gas produced in 
Mississippi and other States, and by such operations is engaged in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by this Commission in its order 
of March 11, 1952 in docket No. G-1865, 11 F. P. C. 884. 

(3) The transmission facilities hereinbefore described, all as more fully 
described in the application, as supplemented, are used and are proposed to be 
continued in use in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission. The abandonment thereof by 
sale and assignment of lease and the abandonment of service therefrom by 
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Mississippi Gas are subject to the requirements of subsection (b) of section 7 of 
the Natural Gas Act. The acquisition and operation thereof by Mississippi 
Valley are subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and the regulations of the Commission thereunder. 

(5) Public convenience and necessity permit the proposed abandonment by 
sale and assignment of lease of the facilities subject to the Commission’s juris- 
diction and an order permitting and approving the resulting abandonment of 
such jurisdictional facilities and service by Mississippi Gas should be issued as 
hereinafter ordered. 

(6) The proposed acquisition and operation of the jurisdictional facilities by 
Mississippi Valley are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered. 

(7) The public convenience and necessity require the attachment to the 
exercise of rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are responsible and necessary. 

(8) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) Mississippi Gas be and it is hereby granted permission and approval to 
abandon by sale and assignment of lease to Mississippi Valley its natural-gas 
facilities used in the transportation in interstate commerce subject to the 
jurisdiction of the Commission, of natural gas produced in Mississippi and other 
states, all as more fully described above and in the application as supplemented, 
and to abandon the service rendered thereby the moment such service is under- 
taken by Mississippi Valley. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Mississippi Valley to acquire from Mississippi Gas and 
operate the facilities referred to in (A) above, subject to the jurisdicton of the 
Commission, upon the terms and conditions of this order. 

(C) The exercise of the rights granted under the certificate hereby issued 
shall be and is hereby made subject to the following conditions: 

(i) Mississippi Valley shall report to the Commission, in writing and under 
oath, the date of acquisition of the facilities as herein authorized, as well as the 
date on which operation thereof commences. 

(ii) This certificate is not transferable and shall be effective only so long 
as Mississippi Valley continues the operations herein authorized in accordance 
with the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 


Adopted: September 9, 1952. Issued: September 10, 1952. 


Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G—1948 


On April 24, 1952, East Tennessee Natural Gas Co. (applicant) filed with 
the Commission an application, as supplemented on July 7, 1952, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
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Act, authorizing the construction and operation of a sales meter station located 
at a point on applicant’s existing 22-inch main transmission pipeline approxi- 
mately 3,000 feet south of the corporate limits of the city of Hartsville, Tenn. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
September 2, 1952, concerning the matters involved and issues presented by 
said application. No protest to the application has been received. 

Applicant proposes, by means of the metering facilities, to sell and deliver 
to the city of Hartsville, for resale, on a firm basis, its full requirements up 
to a maximum volume of 366 M. c. f. per day. 

The evidence shows that the city of Hartsville has a population of approxi- 
mately 1,500 people and is presently without natural gas service. The city 
proposes to install and operate its own distribution system serving the in- 
corporated area of Hartsville and its environs, and also to construct approxi- 
mately 3,000 feet of lateral pipeline connecting the city’s distribution system 
with applicant’s proposed metering station. 

The record further shows that the estimated maximum daily demand of 
Hartsville will be approximately 167 M. c. f. of gas in the first year of operation 
and 249 M. c. f. of gas in the first year, with corresponding annual requirements 
of 18,250 M. ec. f. and 31,579 M. ec. f., respectively. 

The total estimated cost of applicant’s proposed facilities is $6,500, which 
will be financed out of current funds on hand. 

The Commission finds: 

(1) Applicant, a Tennessee corporation with its principal place of business 
at Knoxville, Tenn., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the State of Tennessee, and by its 
operations is engaged in the transportation and sale of natural gas in inter- 
state commerce for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, “a natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of February 2, 1948, in docket No. G-S89, 7 F. P. C. 5. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s rules of practice and procedure (18 C. F. R. 1.82 (b)) having 
been satisfied, sufficient cause exists for the Commission to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation and sale of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 
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(B) Applicant shall report to the Commission, in writing and under oath, the 
date of the completion of the construction of the facilities hereinbefore described, 
together with the date of commencement of operations. 

(C) This certificate is not transferable, and shall be effective only so long 
as applicant continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: September 9, 1952. Issued: September 11, 1952. 


Findings and order issuing certificate of public convenicnee and necessity 
Philadelphia Electric Co. 
Docket No. G—2001 


On July 14, 1952, Philadelphia Electric Co. (applicant), a Pennsylvania cor 
poration having its principal place of business in Philadelphia, Pa., filed an 
application, as supplemented and amended, on August 11, 1952, for a certificate 
of public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of certain natural-gas transmis- 
sion pipeline facilities hereinafter described. 

Applicant seeks authorization to construct and operate the following described 
facilities: 

(a) Approximately 58,285 feet of 8%-inch O. D. main in Bucks County, Pa., 
extending from a point of proposed connection with the transmission main of 
Transcontinental Gas Pipe Line Corp. in Lower Makefield Township to a point 
of connection with a metering and regulating station on land of United States 
Steel Co. in said Falls Township. 

(b) Regulators, meters and appurtenant equipment at the aforementioned 
metering and regulation station. 

The facilities for which authorization is sought are to be used for the sale 
and delivery of natural gas on an interruptible basis to United States Steel 
Steel Co. at its “Fairless works” in Falls Township, Pa. 

Applicant estimates that its annual sales will approximate 5,395,400 M. ec. f. 
of natural gas. Such annual estimate assumes daily delivery to the United States 
Steel Co., on an interruptible basis, of a proposed maximum contract quantity 
of 23,500 M. c. f. per day’ during applicant’s off-peak months of May through 
October and of monthly quantities during the remainder of the year as follows: 


DT oi creirinitinicts 85, 800 M. ¢. f. ROR orien GE; Ce M €.t. 
Pebruary..._._...... 55, 760 M. c. f. November __..._... 248, 550 M.c. f. 
BRINN ia oencicceacs case aes 54, 980 M. ¢. f. December _...---- 2,240 M.c. f. 


Under the above-mentioned contract for interruptible straight natural-gas serv- 
ice between applicant and United States Steel Co., the total annual revenue from 
the proposed new facilities, the total annual fixed charges and the total annual 
operating expenses are estimated as follows: 


ee eee | 
re IE TD CI iis ii iirc ecient 59, 700 | 
Total annual operating expenses__._....____.-_____________ 5, 040 


1 Applicant has entered into a gas sales contract with the United States Steel Co. dated 
July 8, 1952, whereby United States Steel Co. agrees with respect to the above deliveries. 
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The estimated cost of the proposed facilities is $398,000 which will be financed 


by applicant out of its general funds. 
Temporary authorization to construct and operate the above facilities for the 


transportation and delivery of natural gas on an interruptible basis to United 


States Steel Co. was granted on August 14, 1952. 
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the application as amended. 
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Commission’s rules of practice and procedure (18 CFR 1.52 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Philadelphia Electric Co., authorizing the construction and operation 
fully described in the appli- 


of the facilities hereinbefore described, all as more 
, for the transportation 


cation as supplemented and amended, in this proceeding 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis to the United States Steel Co., 
but not in excess of 23,500 M. c. f. per day. 

(C) Philadelphia Electric Co. shall report to the Commission, 
facilities herein authorized to be con- 


in writing and 


under oath, the completion date of the 
ed, together with the date of commencement of operations. 


struct 
«tive only so long as 


(D) This certificate is not transferable and shall be effe 
applicant continues the operation herein authorized in accordance with the 


provisions of the Natural Gas Act and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 


Adopted : September 9, 1952. Issued: September 11, 1952. 
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Order dismissing application for license (minor) and rescinding ordcr issuing 
license 


Thomas S. Dodd and K. Dolores Dodd 
Project No. 2065 


Pursuant to application filed November 24, 1950, the Commission on Decem- 
ber 11, 1951, entered an order issuing a license to Thomas S. Dodd and K. 
Dolores Dodd, Packwood, Wash.—for a period effective as of the first day 
of the month in which the accepted license is filed with the Commission and 
terminating June 30, 1955, unless terminated sooner upon issuance of a license 
for a more complete development—for constructed minor project No. 2065, 
located on Lake Creek, which is an outlet of Packwood Lake, in Lewis County, 
Wash., and affecting lands of the United States within the Gifford Pinchot 
National Forest. 

The license has not been accepted by the applicants although the order pro- 
vided that the license should be accepted and returned to the Commission within 
60 days from the date of issuance of the order. Copies of the license instrument 
which were forwarded on December 13, 1951, the date of issuance of the order, 
to the applicants for acceptance were returned to the Commission by the 
postmaster at Packwood, Wash., with the notations “unclaimed” and “unknown.” 

According to available information, the applicants have sold the project 
properties. 

The Commission finds: 

The November 24, 1950 application for license for minor project No. 2065 
should be dismissed and the December 11, 1951 order issuing license for the 
project should be rescinded. 

The Commission orders: 

The aforesaid November 24, 1950 application for license for minor project 
No. 2065 is hereby dismissed; and the December 11, 1951 order issuing license 
for the project is hereby rescinded. 


Adopted: September 9, 1952. Issued: September 11, 1952. 


Determination for right-of-way under scction 24 of the Federal Power Act 
Lands Withdrawn in Power Site Classification No. 110 
Docket No. DA-332-Colorado—Colorado State Highway Department 


An application (Colorado 04672) was filed by the Colorado State Highway 
Department for a highway right-of-way under the act of November 9, 1921 
(42 Stat. 212-216), requiring a determination under section 24 of the Federal 
Power Act with respect to the affected portion of the following described land: 
New Mexico principal meridian, Colorado: T. 46 N., R. 16 W., see. 4, NW44SWY, ; 
sec. 9, NYNEY. T. 47 N., R. 16 W., sec. 19, lots 3, 7, 11; sec. 29, lots 2, 3, 
6, 7; sec. 30, lot 1; sec. 32, lots 2,3, 7. T. 47 N., R. 17 W., sec 2, lots 3, 4, 17, 18; 
sec. 11, NEYNEM; sec 12, WW, EYNW; sec. 18, W44NW'4, SEYNW4, 
SY%4SEY, NEYSW: sec. 24, NEYNEYWY. T. 48 N., R. 17 W., Sec. 34, 
NWSE, SYSEY, NEYSW 4. 

The subject lands are withdrawn in power site classification No. 110 ap- 
proved June 24, 1925. 

The lands above described lie near the San Miguel River and the existing 
highway which is about to be improved (Federal aid project AA-1, sec. 3) 
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is a part of State Highway No. 141 lying between Uravan and Naturita. A 
change in the channel of the river is proposed as part of the highway 
improvement. 

The power value of the subject lands is for possible location of low diversion 
dams and conduits because the narrow river valley does not afford reservoir 
sites for larger scale power developments. Any future development along the 
stretch of the stream indicated is in the remote future. 

The proposed use of the lands in the meantime for highway purposes is 
important to the national defense to provide access to minerals. 

Interested Federal officials have reported on the application. 

The Commission determines: 

The value of the affected portions of the above-described lands will not be 
injured or destroyed by the proposed uses by the Colorado State Highway 
Department. 

Adopted: September 9, 1952. Issued: September 11, 1952. 


Order denying application for determination under section 24 of the Federal 
Power Act 


Lands Withdrawn in Power Site Classification No. 300 and Proposed Projects 
Nos. 98, 1912, and 1995 


Docket No. DA-672-California—Francis L. Dlouhy 


An application was filed by Francis L. Dlouhy, of Los Angeles, Calif., for 
restoration to mineral entry, requiring a determination under section 24 of 
the Federal Power Act with respect to the following described lands: Mount 
Diablo meridian, California: T. 13 S., R. 29 E., sec. 1, 814; see. 2, lots 21 through 
24, S14; sec. 3, lots 3 through 6, 11 through 14, 17 through 24, N%4SE¥; sec. 4, 
lots 1 through 18; sec. 5, lots 1 through 16; sec. 6, lots 1 through 16; sec. 12, 
NYNM. T.13S., R. 30 E., sec. 6, lot 26, S4SEY%, SE144SWY, ; sec. 7, lots 1 and 
2, NE4, EYANWY, ; sec. 8, all; sec. 9, all; sec. 10, S44N%. 

The lands, which total about 5,100 acres, lie mainly within the Sequoia 
National Forest with a minor area within the Sierra National Forest, and 
extend 10 or more miles along and adjacent to the South Fork of the Kings 
River and Kings Canyon Highway, which lies within the canyon walls. 

Portions of the lands are withdrawn in power site classification No. 300, 
dated June 9, 1937, and were reserved pursuant to the filing on January 17, 1921, 
of an application for preliminary permit for proposed water-power project 
No. 98, which application was rejected on June 15, 1923, and pursuant to the 
filing on February 7, 1944, of an application for preliminary permit for pro- 
posed water-power project No. 1912, which application was denied on August 
22, 1944. All of the lands are now within the boundary of proposed water- 
power project No. 1995, an application for preliminary permit for which is 
pending before this Commission. Portions of the lands which are located 
near the main entrance to the Kings Canyon National Park are also withdrawn 
in first form reclamation withdrawal. With the exception of several parcels 
located within sec. 6, T. 13 S., R. 29 E., which appear to lie within the flowage 
area of the proposed Junction reservoir site, and the lands in the S'‘4NE% and 
the SEYNWY, of sec. 10, T. 13 S., R. 30 E., which may be used in connection 
with the construction of the Cedar Grove development, the lands lie along the 
route of the suggested tunnel diversion from the Cedar Grove site. 

The power value of the lands lies in their possible use for flowage and for 
conduit location in connection with development of waterpower resources. 
Although the construction date of proposed project No. 1995 appears in- 
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definite, the current interest in the project is indicative of a possibility of 
construction within the near future. 

Interested Federal and State officials have reported on the application. 

Pursuant to an application for a determination under section 24 of the 
Federal Power Act with respect to a right-of-way for a proposed location of 
the Kings River Highway along South Fork of Kings River in T. 13 §S., Rs. 29 
and 30 B., Mount Diablo base and meridian, the Commission found (DA-478— 
California) that the value of the lands would be seriously injured or destroyed 
for the purposes of power development by construction of the highway upon 
the location proposed in the application and denied the application without 
prejudice to the right of the applicant to apply for a determination under section 
24 of the Federal Power Act with respect to a revised location for the proposed 
highway at or above elevation 4,800 feet, United States Geological Survey 
datum, along the Cedar Grove reservoir site. 

The Commission finds: 

A determination that the value of the above-described lands will not be 
injured or destroyed for purposes of power development by location, entry, or 
selection under the public land laws for mining purposes is not justified. 

The Commission orders: 

The aforesaid application is hereby denied without prejudice to the filing 
of applications for determinations under section 24 of the Federal Power Act 
with respect to specific parcels of the above-described lands. 


Adopted: Scptember 9, 1952. Issued: September 11, 1982. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Proposed Project No. 175 





Docket No. DA-767-California—M. B. Ritchie 


An application was filed by M. B. Ritchie, of Fresno, Calif., for restoration to 
mineral entry, requiring a determination under section 24 of the Federal Power 
Act with respect to the following-described lands: Mount Diablo meridian, Cali- 
fornia: T. 10 S., R. 26 E., sec. 21, SUNWY, S14, sec. 28, NUN. 

The lands, which are within the Sierra National Forest, and situated on and 
adjacent to Dinkey Creek near the confluence with Bear Creek, tributary to the 
North Fork of Kings River, were reserved February 4, 1921, pursuant to the 
filing of application for license for water-power project No. 175 as a part of the 
ultimate development of the North Fork of Kings River, namely, the Peart site. 

The lands are also included in first form reclamation withdrawal in con- 
nection with the Central Valley project. 

The lands are not affected by project No. 175 as presently constructed. Al- 
though several plans proposing further development of the water power resources 
of the Kings River have been filed recently with the Commission, no plans for 
a development contemplating use of the lands are known and their use in the 
meantime for mining purposes only as hereinafter provided will not injure ma- 
terially their power value. 

Interested Federal and State officials have reported on the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the public 
land laws, for mining purposes only, subject to the provisions of section 24 of 
the Federal Power Act, as amended, and subject to the stipulation that, if 
and when the lands are required wholly or in part for purposes of power develop- 
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ment, any structures, machinery, or improvements placed thereon which shall 
be found to interfere with such development shall be removed or relocated as 
may be necessary to eliminate interference with power development without 
expense to the United States or its permittees or licensees. 

The above-described lands will remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the lands is acquired by the filing of the 
application for restoration or by this action taken by the Commission with respect 
to the lands. 


Adopted: September 9, 1952. Issued: September 11, 1952. 


Order suspending proposed rate schedules, in part, and providing for hearing 
Tennessee Gas Transmission Co. 
Docket No. G—2052 


On August 15, 1952, Tennessee Gas Transmission Co. (Tennessee) filed with 
the Commission proposed rate schedules consisting of tariff sheets contained in 
third revised volume No. 1 and first revised volume No. 2 of its F. P. C. gas tariff, 
designed to supersede second revised volume No. 1 and original volume No. 2 of 
said tariff, to become effective September 15, 1952, whereby Tennessee proposes a 
systemwide rate increase for the sale for resale and transportation of natural gas 
in interstate commerce. 

According to Tennessee’s estimates, the proposed rate schedules would increase 
the presently effective rates and charges for such sale and transportation 
by a total of approximately $17,850,000 for the year ending August 31, 1953, 
distributed among the companies and communities and in the amounts set out 
in appendix A hereto. 

Tennessee avers that the proposed increased rates are necessitated by reason 
of claimed increases in cost of gas, labor, services, material and supplies. 

Copies of the proposed rate schedules, together with copies of material sub- 
mitted by Tennessee to this Commission, were transmitted by Tennessee to each 
of its interstate wholesale customers and transportation service customers and 
to the State commissions concerned. Many of the State commissions and cus- 
tomer companies have protested the increase and have requested suspension and 
hearing. 

Tennessee’s proposed rate schedules include rate schedule GS-1 for general 
service to customers in its zone 1 having a maximum demand on Tennessee of 
less than 5,000 M. c.f. of gas per day. This proposed rate schedule provides for 
a straight commodity rate of 26.64 cents per M. c.f. Such rate is equivalent to 
the rate proposed to larger customers in that zone at 50 percent load factor. This 
proposed rate schedule, however, will reduce the rates to several of Tennessee’s 
smaller customers and will increase them to none. It therefore appears appro- 
priate to permit this rate to become effective pending investigation. 

The rates, charges and classifications set forth in the rate schedules con- 
tained in third revised volume No. 1 and first revised volume No. 2 tu Tennessee's 
F. P. C. gas tariff, including said rate schedule GS-1, may be unjust, unreason- 
able, unduly discriminatory and preferential, and may place an undue burden 
upon the ultimate consumers of the natural gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a hear- 
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ing, pursuant to the authority contained in sections 4 and 5 of the Natural Gas 
Act, concerning the lawfulness of the rates, charges, classifications and services 
set forth in third revised volume No. 1 and first revised volume No. 2 of Tennes- 
see’s F. P. C. gas tariff; and that pending hearing and decision thereon, said 
third revised volume No. 1 and first revised volume No. 2 of Tennessee’s F. P. C. 
gas tariff be suspended, except to the extent that provision is made therein for 
rate schedule GS-1. 

The Commission orders: 

(A) A public hearing be held at a date and place hereafter to be fixed by the 
Commission concerning the lawfulness of the rates, charges, classifications 
and services, subject to the jurisdiction of the Commission, as set forth in third 
revised volume No. 1 and first revised volume No. 2 of F. P. C. gas tariff, filed 
by Tennessee Gas Transmission Co. 

(B) If, after hearing, the Commission shall find that any rate, charge, 
classification, service, rule, regulation or practice set forth in the aforesaid 
tariff sheets, filed on August 15, 1952, by Tennessee, is unjust, unreasonable, 
unduly discriminatory or preferential, it will determine and fix by appropriate 
order just, reasonable and nondiscriminatory rates, charges, classifications, 
services, rules, regulations and practices to be thereafter observed and in force. 

(C) Pending such hearing and decision thereon, said third revised volume 
No. 1 and first revised volume No. 2 of Tennessee's F. P. C. gas tariff, filed on 
August 15, 1952, except to the extent that provision is made therein for rate 
schedule GS-1, be and the same hereby are suspended and the use thereof is 
deferred until February 15, 1953, and until such further time thereafter as such 
tariff sheets may be made effective in the manner prescribed by the Natural 
Gas Act. 

(D) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission's rules of practice 
aud procedure. 

Adopted: September 11,1952. Issued: September 12, 1952. 


APPENDIX A.—Tenncessee Gas Transmission Company—Distribution of Increase 
for 12 Months Ending August 31, 19538 


Purchaser Increase 

NEw YORK ZONE: 
UNI NN i ig crc ch a ee a at ee $488, 100 
UN Ir, TY UN CI ig ceca seresieciedscnesdoerense'vbeeestcnrasbeedeae 445, 504 
INI NNN i cael oe le la 1, 124, 275 
I tS 23, 315 


Subtotal—New York Zone_______ iii cant a a la i eee 2, 081, 194 


NORTHERN ZONE: 
The East Ohio Gas Co___-_ 


ea gta i a ai acacia Soto 612, 2 


TU cc a ah oe Se 459, 150 
I i CN UN ON cia iti scan ac eccentric anced 6, 283 
ye ee ae ee ae ee 153, 050 
San SUTURE I I i i cs cscs ecataeecctib in ce ercbmased Meamiedueitian 306, 100 
United Natural Gas Co_____ wt ia aan Remi eat oe Boas 153, 050 


Lake Shore Pipe Line Co 72, 273 


isha ci seated nical ea tialnsasie ALS ae eaetanny (2,2 


Subtotal—Northern Zone 





ae Se 


~ 
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APPENpIx A.—T'ennessee Gas Transmission Company—Distribution of Increase 


for 12 Months Ending August 31, 1958—Continued 











Purchaser Increase 
EASTERN ZONE: 
Godfrey L. Cabot, Inc__- -_ . _ $72, 875 
CS GO CR inci ntcictinnminieinmmceppmenmut 14, 575 
ee RN I ieee itinerant ip ennai 3, 279, i 
DR fe a ee 
Subtotal—Eastern Zone__---.--------- ae 
CENTRAL ZONE: 
I CG CI ia iets ecclesia senna ining 272,500 
ROR CE Ge Fe iiceiticinccircslencissnamnindcnasiommnan 284, 200 
CR Cae a sick cei caintibnicit cess hee teaiteircceincapneiie oui 6, 483 
a te i INN RN sinc sic cerrsoensnsccsranieatecsanici pecnnanaieehionndiaian 17, 054 
United Fuel Gas Co____-_----- iicheceailanascelepesiige seitecininiitiagcaiecmcatmamnd, aa ae 
Pr: TRU NII is iccctetnt ctcccnetenthincotnimenticans espana 87, 230 
NER I eiccisssictniicisseicilcnstncenicinidiiaidsianbnianaiimcalbeeicaasabial 1, 733, 217 
SOUTHERN ZONE: 
SR IS TON ais ice alcholic 306, 031 
OTE rg acid teenie ciliata hain nieactenasaiaa (3, 069) 
ne THO TRI CN asi i si es ie crs 1, 487, 616 
SI I sabi iia eisai ena eo eee (866) 
NR ER eee (1, 650) 
I I a ices eles ceci nea anieceomiaicaaateiaie 5, 057 
SII TOs GNU I citictcciccnnaisascncbatetes desea teaedotsielbien 464, 114 
ey GE Se Ce etinceweneaeee s 185, 014 
Town of Batesville, Miss____ cd a ade ae ee De ee (2, 096) 
CEES OE Eee Wy, Be as xe 11, 120 
New Albany & Pontotoc, Miss_____-_-- erst bmcia otc Rinines aide nieaaate 10, 230 
See, TOOT Te iii cin scieciciers scab eanaicommete 11, 099 


ee PEI Se TIO MRM Ma ce ceihicchcncins dace: Tacaca nn Wisden sedans aetcasAtealatiietibe 47, 963 


rs Gy Cs Bie et ne piaicicaiedaoatiaee 261 

TPO IE NII I lei icc icgt icg B ats So on 199 

Subtotal—Southern Zone___ 1. gtignanthan take aLenee ae 

Sn TI isi aii iii ioscan ee 17, 310, 907 
TRANSPORTATION OF GAS FOR OTHERS: 

PmIGECUUT ORR RAGS G RIO nin i ik 538, 800 


Total Interstate Sales and Transportation________ scniecocasciin ig See ae 


Order suspending proposed tariff 
United Fuel Gas Co. 
Docket No. G—2055 


On August 15, 1952, the United Fuel Gas Co. (United Fuel) filed with the 
Commission its F. P. C. gas tariff, third revised volume No. 1, to supersede its 
present tariff effective under bond in docket No. G—1781. 
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Said third revised volume No. 1, as filed, would result in an increase in the 
commodity charge component of the rate for natural-gas service from 17.25 cents 
per M. c. f. to 20.35 cents per M. c. f. The proposed increase in charges would 
result in annual increased payments by United Fuel’s customers amounting to 
$6,974,000, which is an increase of 11.9 percent based on estimated sales for the 
year ending August 31, 1953. United Fuel states that the rate increase is 
necessitated principally by the proposed increase by United Fuel’s supplier, 
Tennessee Gas Transmission Co., filed concurrently with that of United Fuel. 
Such higher rates of Tennessee Gas Transmission Co. are, however, not pres 
ently effective, have not been shown to be fully justified, and are being suspended 
by order of the Commission issued concurrently with the order herein. 

The increased rates and charges provided in said third revised volume No. 1 
have not been shown to be justified and may be unjust, unreasonable, unduly 
discriminatory or preferential, or otherwise unlawful. 

As required by section 154.16 of the Commission’s regulations under the 
Natural Gas Act, a copy of said third revised volume No. 1 has been sent to 
each customer of United Fuel which would be affected thereby, and also to the 
State Commissions of West Virginia, Kentucky, Pennsylvania and Ohio. The 
Portsmouth Gas Co., United Fuel’s only nonaffiliated customer, has filed objec- 
tions to the proposed increased charge, and has requested that said third revised 
volume No. 1 be suspended or rejected. 

The Commission finds : 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, concerning 
the lawfulness of United Fuel’s F. P. C. gas tariff, third revised volume No. 1, 
and that said third revised volume No. 1 be suspended as hereinafter provided 
and the use thereof be deferred pending hearing and decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held upon a date to be fixed by further order of the Com- 
mission concerning the lawfulness of rates, charges, and classifications contained 
in the aforesaid United Fuel Gas Company's F. P. C. gas tariff, third revised 
volume No. 1. 

(B) Pending such hearing and decision thereon, said United Fuel Gas Com- 
pany’s F. P. C. gas tariff, third revised volume No. 1 be and the same is hereby 
suspended and the use thereof is deferred until February 15, 1953, and until 
such further time as United Fuel’s third revised volume No. 1 may be made 
effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.87 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission's rules of practice 
and procedure. 


Adopted: September 11,1952. Issued: September 12, 1952. 


Order suspending proposed rate schedules and providing for hearing 
Hope Natural Gas Co. 
Docket No. G—2051 


On August 15, 1952, Hope Natural Gas Co. (Hope), pursuant to part 154 of 
the Commission’s general rules and regulations, filed with the Commission pro- 
posed sixth revised sheet No. 3, fourth revised sheet No. 3—A, fifth revised 
sheet No. 4, fourth revised sheet No. 4-A and second revised sheet No, 5, 
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respectively, to its F. P. C. gas tariff, original volume No. 1, setting forth therein 
its proposed rate schedules H-1A, H-1B, H-2A, H-2B and H-3, respectively ; 
and requested that such proposed rate schedules be permitted to become effective 
as of September 15, 1952. 

The proposed rate schedules would increase the presen.ly effective rates and 
charges to Hope’s six interstate wholesale customers; namely, the Manufac- 
turers Light and Heat Co. (Manufacturers), Mount Morris Gas Co. (Mount 
Morris), the Peoples Natural Gas Co. (Peoples), the East Ohio Gas Co. (East 
Ohio), New York State Natural Cas Corp. (New York Natural), and the River 
Gas Co. (River Gas). 

Copies of the proposed rate schedules, together with copies of material sub- 
mitted by Hope to this Commission pursuant to section 154.68 of the Commis- 
sion’s general rules and regulations (18 CFR 154.63), were transmitted by Hope 
to each of its said interstate wholesale customers. Peoples, East Ohio, New 
York Natural and River Gas are affiliates of Hope in the Consolidated Natural 
Gas Co. system. 

According to Hope’s estimates, the proposed rate schedules would increase 
the presently effective rates and charges for the interstate sales by a total of 
$2,334,497 for the year ending September 14, 1953, distributed as follows: 


Customer Increase 
PORRURRCCONOTR i iii cccns iii lh alah i le Sana le sha 
REE DNs. ci tiicenrnGarbobeeensuebe eee sacneak 619 
IN ciceteancnatamibasiaeies sale a tals 4 431, 244 
BU tiscali icant ta i cache a i a .... 1,197, 846 
FONT SUN PON ih cna ee tia decaliomin 519, 612 
ee Was tice ees ena 35, 178 

TN iil Sci tiicte Sete eee ee ee . 2,334, 497 


Hope avers that the proposed increased rates are necessitated by reason of 
a proposed rate increase of Tennessee Gas Transmission Co., which supplies 
natural gas to Hope, which increase has not taken effect but has been suspended 
by the Commission by order of even date herewith. 

The rates, charges and classifications set forth in sixth revised sheet No. 3, 
fourth revised sheet No. 3—A, fifth revised sheet No. 4, fourth revised sheet No. 
4—A, and second revised sheet No. 5 to Hope’s F. P. C. gas tariff, original volume 
No. 1, comprising the proposed new rate schedules H-1A, H-1B, H-2A, H-2B, 
and H-3 may be unjust, unreasonable, unduly discriminatory, and preferential, 
and may place an undue burden upon the ultimate consumers of the natural gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to section 4 of the Natural Gas Act, concerning the lawful- 
ness of the rates, charges, and classifications set forth in Hope Natural Gas Com- 
pany’s sixth revised sheet No. 3, fourth revised sheet No. 3—A, fifth revised sheet 
No. 4, fourth revised sheet No. 4-A, and second revised sheet No. 5 to its 
F. P. C. gas tariff, original volume No. 1, and that said tariff sheets filed on this 
proceeding be suspended pending hearing and decision thereon. 

The Commission orders: 

(A) A public hearing be held at a date and place hereinafter to be fixed by 
the Commission concerning the lawfulness of the rates, charges, and classifica- 
tions subject to the jurisdiction of the Commission, as set forth in sixth revised 
sheet No. 3, fourth revised sheet No. 3-A, fifth revised sheet No. 4, fourth revised 
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sheet No. 4-A, and second revised sheet No. 5 to F. P. C. gas tariff, original 
volume No. 1, filed by Hope Natural Gas Co. 

(B) Pending such hearing and decision thereon, said tariff sheets filed in this 
proceeding by Hope Natural Gas Co. on August 15, 1952, be and they hereby are 
suspended and the use thereof is deferred until February 15, 1953, and until 
such further time thereafter as such tariff sheets may be made effective in the 
manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by section 1.8 
and 1.37 (f) (18 C. F. R. 1.8 and 1.87 (f)) of the Commission’s rules of practice 
and procedure. 


Adopted: September 11,1952. Issued: September 12, 1952. 


Order suspending proposed tariffs 
Atlantic Seaboard Corp. and Virginia Gas Transmission Corp. 
Docket No. G—2054 


On September 8, 1952, the Atlantic Seaboard Corp. (Atlantic) filed with the 
Commission its F. P. C. gas tariff, fifth revised volume No. 1 and Virginia Gas 
Transmission Corp. (Virginia) filed its third revised volume No. 1 to supersede 
their present tariffs effective under bond in docket No. G—1806. 

These proposed tariffs, as filed, would result in an increase in the commodity 
charge component of the rate for natural-gas service of 4.7 cents per M. ec. f. 
The proposed increase in charges would result in annual increased payments 
by customers of Atlantic and Virginia amounting to about $4,318,000 which is 
an increase of 14.4 percent based on estimated sales for the year ending August 
31, 1953. Atlantic and Virginia state that the rate increase is necessitated prin- 
cipally by the proposed rate increase by their supplier, United Fuel Gas Co. 
Such higher rates of United Fuel Gas Co. are, however, not presently effective, 
have not been shown to be fully justified, and are being suspended by order 
of the Commission issued concurrently with the order herein. 

The increased rates and charges provided in said fifth revised volume No. 1 
and third revised volume No. 1 have not been shown to be justified and may 
be unjust, unreasonable, unduly discriminatory or preferential, or otherwise 
unlawful. 

As required by section 154.16 of the Commission’s regulations under the 
Natural Gas Act, copies of said proposed tariffs have been sent to each customer 
of Atlantic and Virginia which would be affected thereby. All nonaffiliated cus- 
tomers have filed protests to the proposed increased charges. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, concerning 
the lawfulness of Atlantic’s fifth revised volume No. 1 and Virginia’s third revised 
volume No. 1, and that said tariffs be suspended as hereinafter provided and 
the use thereof be deferred pending hearing and decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 


1 Atlantic and Virginia submitted incomplete filings on August 15, 1952. Thereafter, on 
September 8, 1952, additional information was submitted by the two companies which 
made their proposed tariffs acceptable for filing pursuant to the Commission’s rules and 
regulations. 
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Act, a public hearing be held upon a date to be fixed by further order of the 
Commission concerning the lawfulness of rates, charges, and classifications 
contained in the aforesaid tariffs. 

(B) Pending such hearing and decision thereon, said Atlantic’s F. P. C. gas 
tariff, fifth Revised Volume No. 1 and Virginia’s F. P. C. gas tariff, third 
revised volume No. 1 be and the same are hereby suspended and the use thereof 
deferred until March 9, 1953, and until such further time as they may be made 
effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State Commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

Adopted: September 11, 1952. Issued: September 12, 1952. 


Order suspending proposed tariff 
Central Kentucky Natural Gas Co. 
Docket No. G—2056 


On August 15, 1952, Central Kentucky Natural Gas Co. (Central Kentucky) 
filed with the Commission its F. P. C. gas tariff, third revised volume No. 1 to 
supersede its present tariff effective under bend in docket No. G—1791. 

Said third revised volume No. 1, as filed, would result in an increase in the 
commodity charge component of the rate for natural gas sold from 21.0 cents 
per M. c. f. to 23.25 cents per M. ec. f. The proposed increase in charges would 
result in annual increased payments by Central Kentucky’s customers amount- 
ing to $1,085,000, which is an increase of 6.7 percent, based on estimated sales 
for the twelve-month period ending August 31, 1953. Central Kentucky states 
that the proposed increase is necessitated principally by the proposed increase 
by Central Kentucky's supplier, United Fuel Gas Co., filed concurrently with 
that of Central Kentucky. Such higher rates of United Fuel Gas Co. are, how- 
ever, not presently effective, have not been shown to be fully justified, and are 
being suspended by order of the Commission issued concurrently with the order 
herein. 

The increased rates and charges provided in said third revised volume No. 1 
have not been shown to be justified and may be unjust, unreasonable, unduly 
discriminatory or preferential, or otherwise unlawful. 

As required by section 154.16 of the Commission’s regulations under the 
Natural Gas Act, a copy of said third revised volume No. 1 has been sent to 
each customer of Central Kentucky which would be affected thereby. Several 
customers have filed protests and objections to the proposed increase. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such Act, concern- 
ing the lawfulness of Central Kentucky's F. P. C. gas tariff, third revised volume 
No. 1, and that said third revised volume No. 1 be suspended as hereinafter pro- 
vided and the use thereof be deferred pending hearing and decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held upon a date to be fixed by further order of the Commis- 
sion concerning the lawfulness of rates, charges, and classifications contained 
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in the aforesaid Central Kentucky Natural Gas Company’s F. P. C. gas tariff, 
third revised volume No. 1. 

(B) Pending such hearing and decision thereon, said Central Kentucky 
Natural Gas Company’s F. P. C. gas tariff, third revised volume No. 1 be and 
the same is hereby suspended and the use thereof is deferred until February 
15, 1953, and until such further time thereafter as said third revised volume 
No. 1 may be made effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission’s rules of 
practice and procedure. 

Adopted: September 11, 1952. Issued: September 12, 1952. 


Order suspending proposed tariff 
Commonwealth Natural Gas Co. 
Docket No. G—2053 


On August 15, 1952, Commonwealth Natural Gas Co. (Commonwealth) filed 
with the Commission first revised sheets Nos. 5 and 8 and second revised 
sheet No. 8B of its F. P. C. gas tariff, original volume No. 1, to supersede 
corresponding tariff sheets effective March 19, 1952, under bond in docket No. 
G-—1815, to be effective October 9, 1952." 

Said proposed tariff sheets, as filed, would result in an increase in the com- 
modity charge component of the rate for natural-gas service of 4.7 cents per 
M.c.f. There are also proposed changes in the billing adjustment for heat con- 
tent variation. The proposed increase in charges would result in annual 
increase payments by Commonwealth's customers amounting to $516,400, which 
is an increase of about 16 percent based on estimated sales for the year ending 
August 31, 1953. Commonwealth states that the rate increase is necessitated 
principally by a proposed increase by Commonwealth’s supplier, Virginia Gas 
Transmission Corp. Such higher rates of Virginia Gas Transmission Corp. are, 
however, not presently effective, have not been shown to be fully justified, 
and are being suspended by order of the Commission issued concurrently with 
the order herein. 

The increased rates and charges provided in said first revised sheets Nos. 5 
and 8 and second revised Sheet No. SB have not been shown to be justified 
and may be unjust, unreasonable, unduly discriminatory or preferential, or 
otherwise unlawful. 

As required by section 154.16 of the Commission's regulations under the 
Natural Gas Act, a copy of said proposed tariff sheets has been sent to each 
customer of Commonwealth which would be effected thereby. Petersburg and 
Hopewell Gas Co., a customer of Commonwealth, has filed objections to the 
proposed increased charge, and has requested that said tariff sheets be suspended 
or rejected. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such act, con- 
cerning the lawfulness of first revised sheets Nos. 5 and 8 and second revised sheet 
No. 8B of Commonwealth’s F. P. C. gas tariff, original volume No. 1, and that 


‘Commonwealth requested that its filing become effective simultaneously with that of 
Virginia Gas Transmission Corp. which was accepted for filing on September 8, 1952. 
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said sheets be suspended as hereinafter provided and the use thereof be de- 
ferred pending hearing and decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held upon a date to be fixed by further order of the 
Commission concerning the lawfulness of rates, charges, and classifications 
contained in the aforesaid Commonwealth's first revised sheets Nos. 5 and 
8 and second revised sheet No. SB. 

(B) Pending such hearing and decision thereon, first revised sheets Nos. 5 
and 8 and second revised sheet No. SB, of Commonwealth Natural Gas Com- 
pany’s F. P. C. gas tariff, original volume No. 1 be and the same are hereby 
suspended and the use thereof deferred until March 9, 1953, and until such fur- 
ther time as such sheets may be made effective in the manner prescribed by the 
Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 18 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

Adopted: September 11, 1952. Issued: September 12, 19852. 


Supplemental order approving proposed method of complying with competitive 
bidding requirements 


California Electric Power Co. 
Docket No. E-6448 


By order entered August 28, 1952, California Electric Power Co. (applicant) 
was authorized to issue and sell through competitive bidding 350,000 additional 
shares of its $1 par value common stock, pursuant to certain specified con- 
ditions, one of which was as follows: 

(C) This order shall not become effective until applicant shall have 
amended its application by filing the data and information specified in sec- 
tion 34.2 (k) (2) (i) of the Commission’s rules in accordance with the last 
sentence of section 34.2 (k) (2) (ii) thereof, and the Commission by sub- 
sequent order has approved the proposed method of complying with the 
competitive bidding requirements. 

On September 8, 1952, applicant filed a supplement amending its application 
by submitting the data and information specified by paragraph (C) of the 
Commission’s order of August 28, 1952, quoted above. 

The Commission finds: 

(1) Applicant has complied with the requirements of paragraph (C) of 
the Commission’s order of August 28, 1952. 

The Commission orders: 

(A) The proposed method of complying with the Commission’s competitive 
hidding requirements is approved subject to the terms and conditions of this 
order. 

(B) The proposed issuance and sale at competitive bidding of the common 
stock shall not be consummated until: 

(i) The applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission's rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules 
relating to affiliation, and shall have either filed such amendments or shall have 
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mailed them and advised the Commission by telephone and telegraph as con- 
templated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the common stock by a further order. 

(C) In all other respects the provisions of the order entered August 28, 
1952, in the above entitled proceeding remain in full force and effect. 
Adopted: September 11, 1952. 








































Issued: September 11, 1952. 





Order suspending proposed rate schedules 


Alabama-Tenneessee Natural Gas Co. 







Docket No. G—2070 





On August 18, 1952, Alabama-Tennessee Natural Gas Co. (Alabama-Tennessee) 
filed its third revised sheet No. 4 and first revised sheets Nos. 5, 6, and 7 to its 
F. P. C. gas tariff, original volume No. 1 containing increased rates and charges 
which are proposed to be made effective as of September 18, 1952. 

The proposed increased rates and charges would result in an estimated increase 
of $313,220 per annum, or 50 percent, based upon estimated sales for the 12-month 
period ending September 30, 1953. In the filing a two-part, demand-commodity 
rate is proposed to replace the straight commodity rate which became effective 
May 1, 1952, pursuant to the Commission’s opinion and accompanying order 
issued in In the Matter of Alabama-Tennessce Natural Gas Company, Docket 
No. G-585, 11 F. P. C. 75. 

The proposed increase in rates and charges is based primarily upon claimed 
changed conditions since the Commission’s order in docket No. G-585. Among 
other things, Alabama-Tennessee claims that during the test period ending 
September 30, 1953, the peak-day demand on the system will reach 31,426 M. ec. f. 
after curtailment of all interruptible deliveries and that the system will reach 
capacity operations during the winter of 1952-53. Further, Alabama-Tennessee 
represents that it has received requests from its resale customers asking for 
increases in the maximum daily amounts of gas to be made available to them 
and that the resulting demands will exceed the capacity of the existing facilities. 

No detailed data were submitted in justification of the claim of changed con- 
ditions. Additionally, several of Alabama-Tennessee’s resale customers, respond- 
ing to the opportunity to comment upon the filing, protest and complain against 
the increase in rates. 

The increased rates and charges provided in said proposed third revised sheet 
No. 4 and first revised sheets Nos. 5, 6, and 7 to Alabama-Tennessee’s F. P. C. 
gas tariff, original volume No. 1 as filed August 18, 1952, have not been shown to 
be justified and may be unjust, unreasonable, unduly discriminatory or prefer- 
ential, or otherwise unlawful. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, con- 
cerning the lawfulness of said third revised sheet No. 4 and first revised sheets 
Nos. 5, 6, and 7 to Alabama-Tennessee’s F. P. ©. gas tariff, original volume 
No. 1 and that said sheets and the rate schedule therein contained be suspended 
as hereinafter provided and the use thereof be deferred pending hearing and 
decision thereon. 
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The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place to be fixed by further order of the 
Commission concerning the lawfulness of the rates, charges, and classifications 
contained in the aforesaid third revised sheet No. 4 and first revised sheets 
Nos. 5, 6, and 7 to Alabama-Tennessee’s F. P. C. gas tariff, original volume No, 1. 

(B) Pending such hearing and devision thereon, said third revised sheet 
No. 4 and first revised sheets Nos. 5, 6, and 7 to Alabama-Tennessee’s F. P. C. gas 
tariff, original volume No. 1, be and the same are hereby suspended and the use 
thereof is deferred until February 18, 1953, and until such further time there 
after as said proposed sheets may be made effective in the manner prescribed 
by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 


Adopted: September 11,1952. Issued: September 16, 1952. 





Order approving and directing disposition of amount classified in account 107, 


gas plant adjustments 
Louisiana Nevada Transit Co. 


Louisiana Nevada Transit Co., Ada, Okla., on November 6, 1942, filed reclassi 
fication and original cost studies of its gas plant, as of December 31, 1940, in 
compliance with the requirements of gas plant accounts instruction 2—D of the 
Uniform System of Accounts prescribed for natural gas companies and the 
Commission’s order No. 73 with respect thereto. 

A field examination of the filed original cost studies was made by the staff 
of the Commission and the examination of such studies was extended to include 
the period from the date of the filed studies, December 31, 1940, to December 31, 
1951. At the conclusion of such field examination there was a conference 
between representatives of the company and the staff and tentative agreement 
reached, subject to Commission approval, with respect to the matter of the 
adjustment of gas plant account as proposed by the staff. In accordance there- 
with the company on July 24, 1952, filed certain revised original cost state- 
ments, as of December 31, 1940 and December 31, 1951, which reflect the 
adjustment of gas plant account as proposed by the staff and a plan for the 
disposition of the amount classified in account 107, Gas plant adjustments.. 

The amounts classified in account 100.1, Gas plant in service, as of December 31, 
1940 and December 31, 1951, were $514,291.12 and $896,218.68, respectively, and 
a net credit amount of $685.95 was classified in account 107 at each such date. 

The credit amount of $685.95 referred to immediately above consists of ease- 
ment costs of $956.70 incurred in 1948 which were not charged to plant account 
at that time but are now so included in that account, capital stock tax of 
$158.25 and rentals of $112.50 erroneously included in plant account. The 
company proposes to dispose of the net credit amount of $685.95 by transfer of 
the amount of $956.70 as a credit to account 222, Accounts payable, and by 
charges of $158.25 and $112.50, total of $270.75, to account 271, Earned surplus. 

The plan of disposition of the amount classified in account 107, Gas plant 
adjustments, as proposed by Louisiana Nevada Transit Co. hereinabove set 
forth, under date of August 21, 1952, was submitted to Louisiana Public Service 
Commission and to Arkansas Public Service Commission with request that their 
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views on the matter be presented for the consideration of the Commission by 
September 5, 1952. 

By letter dated August 25, 1952, the Arkansas Public Service Commission 
stated that it had no objection to the proposed disposition of the net credit 
amount of $685.95 in the manner and to the extent specified. 

To date no response has been received from the Louisiana Public Service Com- 
mission with respect to its views on the above matter. 

The Commission finds; 

The proposed disposition by Louisiana Nevada Transit Co. of the net credit 
amount of $685.95 classified in account 107 in the manner and to the extent 
set forth above is reasonable and appropriate for the purposes of the Natural 
Gas Act. 

The Commission orders: 

The disposition by Louisiana Nevada Transit Co. of the net credit amount 
of $685.95 classified in account 107 by transfer of the amount of $956.70 as a 
credit to account 222, Accounts payable, and a charge of $270.75 to Account 271, 
Earned surplus, is hereby directed and approved. 


idopted: September 11, 1952. Issued: September 15, 1952. 


Order implementing temporary authorization modifying certificate order 
Kansas-Nebraska Natural Gas Co., Ine. 
Docket Nos. G-—683, G-1532, G—1683, G—-1857, G—1970 


On December 18, 1951, Kansas-Nebraska Natural Gas Co., Ine. (Kansas-Ne- 
braska), a Kansas corporation having its principal place of business at Phillips- 
burg, Kans., filed an application in docket No. G-1857, as amended on March 
14, 1952, and as supplemented on June 10, 1952, for a certificate of public con- 
venience and necessity, pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of certain natural-gas transmission facilities 
subject to the jurisdiction of the Commission, and for modification and amend- 
ment of the Commission's orders heretofore issued in docket Nos. G-—683, G—1532, 
and G—1683, all as described in the application, as amended and supplemented. 

On June 2, 1952, Kansas-Nebraska filed an application in docket No. G-1970 
pursuant to section 7 of the Natural Gas Act, for authority to abandon and 
remove certain natural gas transmission facilities and for a certificate of 
public convenience and necessity authorizing the construction and operation of 
certain natural-gas transmission facilities subject to the jurisdiction of the 
Commission. 

On July 24, 1952, the Commission adopted an order (1) denying requests that 
applications filed at docket Nos. G-1857 and G-1970 be heard under the short- 
ened procedure provided by section 1.32 (b) of the Commission’s rules of prac- 
tice and procedure (18 CFR 1.32 (b)) for non-contested proceedings, (2) con- 
solidating the proceedings at docket Nos. G-1857 and G-—1970, and (3) fixing 
August 19, 1952, as the date of hearing on the matters at docket Nos. G—1857 
and G—1970. 

Kansas-Nebraska requested in its amended application filed at docket No. 
G-1857 on March 14, 1952, that the Commission modify the following certificate 
orders to effect the following changes: 

(a) Paragraph (e) of the description of facilities in the Commission’s order 
issued November 9, 1951, docket No. G—1683, 10 F. P. C. 1522, so as to change the 
52 miles of 85¢-inch pipeline therein authorized to 49 miles of 10%4-inch pipeline. 
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(b) Paragraph (1) of the description of facilities in the Commission’s order 
issued February 28, 1951, docket No. G-1552, 10 F. P. C. 761, so as to change 
the authorized 2,000 horsepower capacity of the new Holcomb compressor sta- 
tion from one 2,000 horsepower unit to four 500 horsepower units. 

(c) Paragraph 14 of the description of facilities in the Commission’s order 
issued February 28, 1951, docket No. G-1532, 10 F. P. C. 761, so as to eliminate 
the words, “and Stanton” from the last line of item 14. 

(d) Paragraph (d) (vii) (g) of the description of facilities in the Commis- 
sion’s order, dated March 30, 1946, docket No. G—683, so as to change said lateral 
from 8 miles of 234-inch pipeline to 5 miles of 2%¢-inch pipeline. 

On August 6, 1952, Kansas-Nebraska filed an application for temporary au- 
thorization for: 

(a) Modification of the Commission's order in docket No. G—1683, 10 F. P. C. 
1522, to change the 52 miles of 85¢-inch pipeline replacement therein authorized, 
to 49 miles of 10%4-inch pipeline and the removal of the existing 414-inch 
pipeline. 

(b) Construction of 9 miles of 8-inch pipeline extending from a point on the 
existing 16-inch pipeline near Doniphan to a point on the 8-inch pipeline between 
Giltner and York, Nebr.; and the removal of approximately 5 miles of 12-inch 
line extending southeast from Giltner to the junction of the existing 10-inch 
and 8-inch line. 

(c) Construction of approximately 9 miles of 8-inch pipeline and approxi- 
mately 9 miles of 6-inch pipeline beginning at a point near Herndon, Kans. and 
extending to McCook, Nebr. 

(d) Removal of approximately 13 miles of 6-inch pipeline extending from 
a point near Minden to Kearney, Nebr. 

The Commission finds: 

It is appropriate for carrying out the provisions of the Natural Gas Act that 
the Commission implement the temporary authorization granted by the Com- 
mission's telegram dated September 5, 1952, and modify the certificate order 
issued November 9, 1951, as hereinafter ordered. 

The Commission orders: 

The order issued November 9, 1951, docket No. G-1688, 10 F. P. C. 1522, be and 
the same is modified so as to change paragraph (e) of the description of facilities 
from 52 miles of 85-inch pipeline as therein authorized to 49 miles of 10%4-inch 
pipeline and to authorize the construction and operation of 49 miles of 10-inch 
pipeline in lieu of the authorized 52 miles of 85-inch pipeline. 


Adopted: September 11, 1952. Issued: September 15, 1952. 


Order approving transfer of license (transmission line) 
B. E. Grimes, Irving Grimes, Ben Grimes, and Telluride Mines, Ine. 
Project No. 1236 


A joint application was filed August 1, 1952, by B. E. Grimes, Irving Grimes, 
and Ben Grimes, licensees for transmission-line project No. 1236, and Telluride 
Mines, Inc., of Telluride, Colo., for approval of transfer of the license for the 
project from the former to the latter. 

The license for the project, a 10,000-volt transmission line consisting of three 
branches, identified as (1) Upper Blue Lake power line: (2) Lower Blue 
Lake power line; and (3) Lewis power line; and affecting lands of the United 


States within the Uncompahgre (formerly Montezuma) National Forest in 
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San Miguel County, Colo., was issued May 28, 1940, to B. E. Grimes, Irving 
Grimes, and Ben Grimes for a period of 20 years. 

There have been several changes in ownership of the project properties, the 
proposed transferee apparently being the present owner of the project properties. 

The Commission finds: 

(1) The proposed transferree is a corporation organized under the laws 
of the State of Colorado and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary for the 
operation of the project. 

(2) Approval of transfer of the license for the project as hereinafter pro- 
vided will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1236 from B. E. Grimes, Irving 
Grimes, and Ben Grimes to Telluride Mines, Inc. is hereby approved, effective 
as of the date of transfer of the title to the project properties, subject to section 
9.3 of the Commission’s regulations under the Federal Power Act, provided that 
the new licensee shall be subject to all the conditions of the license and to 
all the provisions and conditions of the act not expressly waived in the license 
to the same extent as though it were the original licensee. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
by Telluride Mines, Inc. of the license for project No. 1236. In acknowledg- 
ment of the acceptance of the license, this instrument shall be signed on behalf 
of Telluride Mines, Inc., the new licensee, and returned to the Commission 
within 60 days from the date of issuance of this order. 


Adopted: September 11, 1952. Issued: September 16, 1952. 





Order authorizing issuance of common stock and denying application for eremp- 
tion from competitive bidding requirements of the commission’s rules 


Idaho Power Co. 
Docket No. E-6452 


Idaho Power Co. (applicant), a corporation organized and existing under the 
laws of the State of Maine, duly qualified to do business as a foreign corpora- 
tion in the States of Idaho, Nevada and Oregon, having its principal business 
office at Boise, Idaho, on August 18, 1952, filed its application and on Septem- 
ber 8, 1952 supplement thereto, for an order, pursuant to section 204 of the 
Federal Power Act, authorizing the issuance of 225,000 additional shares of 
its $20 par value common stock and requesting exemption from the competi- 
tive bidding requirements of sections 34.la (b) and (c) of the Commission’s 
general rules and regulations. 

Applicant proposes to issue the 225,000 additional shares of its common stock 
and to sell the same through negotiations with underwriters for the private 
placement thereof. The proceeds from the issuance and sale of such common 
stock are to be used in part payment of the principal amounts of presently out- 
standing short-term bank borrowings. 

By letter dated August 1, 1952, applicant requested authorization to negotiate 
for the private placement of the common stock proposed to be issued. On 
August 28, 1952, the Commission advised applicant that its request for au- 
thorization to engage in negotiations for the proposed underwriting and sale 
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of the common stock was denied without prejudice to the right of applicant 
to formally apply for exemption from the competitive bidding requirements 
of the Commission’s general rules and regulation. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Public Service Commission of Nevada, the Public Utilities 
Commission of Oregon, and to the Governor of each of those States. Reasonable 
notice of the application has also been given by publication in the Federal 
Register on August 23, 1952 (17 F. R. 7758), stating that any person desiring 
to be heard or to make any protest with respect to the application should file 
a petition or protest on or before September 8, 1952. No protest, petition or 
request to be heard in opposition to the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Com 
mission as described and set out in the Commission’s order dated January 31, 
1947, In the Matter of Idaho Power Company, docket No. IT-6021, 6 F. P. C. 365. 

(2) The proposed issuance of the common stock will constitute an issuance 
of securities within the provisions of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issue 
is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the Federal Power Act. 

(4) Applicant has not made sufficient showing to warrant the requested 
exemption of the common stock from the requirements of the competitive bid- 
ding rule. 

(5) The proposed issuance of securities as hereinafter authorized and ap- 
proved will be for a lawful object, within the corporate purposes of applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility and 
which will not impair its ability to perform that service and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of 225,000 shares of $20 par value com- 
mon stock for the purposes specified in the application hereby is authorized, 
subject to the provisions of this order. 

(B) The applicant’s request for exemption of the proposed issuance and sale 
of the common stock from the requirements of section 34.la (b) and (c) of the 
Commission’s general rules and regulations hereby is denied. 

(C) This order shall not become effective until the applicant shall have 
amended its application by filing the data and information specified in section 
34.2 (k) (2) (i) of the Commission’s rules in accordance with the last sentence 
of section 34.2 (k) (2) (ii) thereof, and the Commission by subsequent order 
has approved the proposed method of complying with the competitive bidding 
requirements. 

(D) When and if this order becomes effective the proposed issuance and sale 
at competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require 
ments of section 34.2 (k) (3), of the rules relating to compliance with competi- 
tive bidding requirements and section 34.2 (k) (4) relating to affiliation, and 
shall have either filed the amendments required by these two latter sections or 
shall have mailed them and advised the Commission by telephone and telegraph 
as contemplated by section 34.9 of the rules. 
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(ii) The Commission shall have found the showing made by the amendments 
to be satisfactory and shall have approved the price to be received by the applicant 
for the common stock by further order. 

(E) This authorization shall expire unless the transactions hereby authorized 
are consummated within ninety days of the date of this order. 

(F) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(G) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Draper dissenting. 


Adopted: September 11,1952. Issued: September 15, 1952. 


DRAPER, Commissioner, dissenting : 

Applicant, in order to insure what it believes to be advantageous distribu- 
tion of its shares, has requested exemption from the competitive bidding re- 
quirements of the Commission’s general rules and regulations. It urges that 
compliance with these requirements is neither necessary nor appropriate to aid 
the Commission in determining whether any fees, commissions, or other re- 
muneration, the issue or sale, or any term or condition thereof, are “not con- 
sistent with the public interest.” Applicant submits that because the price 
of the proposed issue will be governed by market quotations of its outstanding 
shares, the only matter, other than minor details, which remains for determina- 
tion by competitive bidding or private negotiation is the underwriting commis- 
sion. Applicant concludes that this underwriting commission can be as ap- 
propriately determined by negotiation as through competitive bidding. 

This case and the action taken by the majority focus attention upon what, 
in my opinion, is a most unwise provision of the Commission’s rules and regu- 
lations. Section 34.la (a) (4) provides for exemption from competitive bidding 
requirements where the Commission finds that such requirements “would not be 
appropriate” to aid it in determining whether the fee, commission or other 
remuneration “is not consistent” with the public interest. Thus, in a situa- 
tion such as we have here, where private negotiation may be equally appropriate 
and competitive bidding may not be necessary for the purposes of that section, 
the effect of the language of that section is to preclude such private negotiation 
merely because a finding cannot be made that the competitive bidding require- 
ments “would not be appropriate” for such purposes. 

The limitation which this section imposes upon the Commission’s exercise 
of discretion is highlighted by a unanimous order of Chairman Smith and 
Commissioners Buchanan, Draper and Olds regarding the same applicant, in 
docket No. E-6206, 8 F. P. C. 800, where the requirements of competitive bidding 
were waived before the present provisions of the section were added by 
amendment. 

The Commission’s general rules and regulations should be amended to avoid 
similar inequitable results in future cases. 

CLAUDE LL. Draper, Commissioner 
September 15, 1952 
Date of Issuance: September 15, 1952 
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Findings and order issuing certificate of public convenience and necessity 
Texas Illinois Natural Gas Pipeline Co. 
Docket No. G—2004 


On July 16, 1952, Texas Illinois Natural Gas Pipeline Co. (applicant), a 
Delaware corporation having its principal place of business at 20 North Wacker 
Drive, Chicago 6, IIL, filed an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
transportation and sale from its authorized but presently unallocated trans- 
mission capacity of not more than 501 M. c. f. of natural gas a day to Allied Gas 
Co. for resale to the Air Force at its Chanute Base at Rantoul, Ill, for use in 
cooking, and water and space heating. No additional facilities or costs will 
be entailed. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 11, 1952, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The record shows that applicant, by Commission order issued December 1, 1950, 
in docket No. G-1477, 9 F. P. C. 1293, was authorized, inter alia, to reserve 
an unallocated capacity of 7,705 M. c. f. a day out of its increased system capacity 
and that since that time, in docket Nos. G-1669 and G—1875, allocations have 
reduced applicant’s unallocated capacity to 571 M. ¢. f. a day. The record fur- 
ther shows that Allied Gas Co., by Commission order issued September 10, 1951, 
in docket No. G-1768, 10 F. P. C. 1354, was issued a certificate of public conven- 
ience and necessity authorizing construction and operation of facilities from a 
point of connection with applicant to a point near Rantoul, Ill. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Chicago, Ill., owns and operates, among other facilities, a natural-gas trans- 
mission system located in the states of Texas, Arkansas, Missouri, and Illinois, 
and by such operations is engaged in the transportation and sale of natural gas 
in interstate commerce for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission to be the status of applicant upon commence- 
ment of the operations authorized by the orders issued June 14, 1950, in docket 
No. G-1246, and December 1, 1950 in docket No. G—1477, 9 F. P. C. 1293. 

(2) The transportation and sale hereinbefore described will constitute trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and such transportation and sale by applicant is subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed transportation and sale by applicant are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to transport and sell natural gas as here- 
inbefore described, in quantities not to exceed 501 M. c. f. per day, all as more 
fully described in the application in this proceeding and the exhibits appended 
thereto, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of commencement of the transportation and sale hereinbefore described. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore issued by the Commission. 


Adopted: September 12,1952. Issued: September 16, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Mountain Fuel Supply Co. 
Docket No. G—2003 


On July 14, 1952, Mountain Fuel Supply Co. (applicant), a Utah corporation 
having its principal place of business at 36 South State Street, Salt Lake City, 
Utah, filed an application, as supplemented on July 18, 1952, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, authorizing the construction and operation of a compressor station of 2,640 
horsepower together with appurtenant facilities on applicant’s main transmis- 
sion line in Uinta County, Wyo., at the point of interconnection with applicant’s 
existing Church Buttes field pipeline. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 11, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that applicant is unable to supply the 1952-53 winter peak 
load requirements of its downstream customers in Utah and Wyoming, and 
applicant states that the proposed compressor facilities would increase deliver- 
ability to Utah from 165 to 177 million cubic feet a day and meet this deficiency. 
The areas to be benefited by the proposed construction include Salt Lake City 
and 32 other communities in seven counties in Utah and 5 communities in 
Wyoming. 

Applicant estimates the cost of the station and appurtenant facilities at 
$772,000, and proposes to finance the project from its available cash funds. 

The Commission, on August 21, 1952, granted applicant temporary authori- 
zation to construct and operate the facilities hereinbefore described. 

The Commission finds: 

(1) Applicant, a Utah corporation having its principal place of business at 
Salt Lake City, Utah, owns and operates, among other facilities, a natural-gas 
transmission system located in the states of Utah, Wyoming and Colorado, and 
by such operations is engaged in the transportation of natural gas in interstate 
commerce for ultimate public consumption, and is, therefore, a “natural-gas com- 
pany”’ within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its opinion and order of October 15, 1940, in docket No. G—154, 
2 F. P. C. 288, 292. 
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(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding and the exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
completion date of the construction of the facilities hereinbefore described and 
the final total costs thereof, together with the date of commencement of opera- 
tions. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 


Adopted: September 16, 1952. Issued: September 17, 1982. 


Findings and order issuing certificate of public convenience and necessity and 
dismissing application in other respects 


Consolidated Gas Utilities Corp. 
Docket No. G—2006 


On July 17, 1952, Consolidated Gas Utilities Corp. (applicant), a Delaware 
corporation having its principal place of business at Oklahoma City, Okla., 
filed an application, as amended August 25, 1952, for an order dismissing the 
application as to the matters contained in its proposed “project No. 1” on the 
ground that they consist of facilities used in the “production or gathering of 
natural gas” and therefore not within the jurisdiction of the Commission 
as prescribed by subsection 1 (b) of the Natural Gas Act, or, in the alterna- 
tive, for permission and approval pursuant to section 7 of the Natural Gas 
Act to abandon by sale, lease and ultimate utilization at other locations the 
facilities listed in said “project No. 1" which consist of 36.8 miles of 2 to 16-inch 
pipelines and “field booster stations No. 1 and 2” with a total of ten 150 horse- 
power compressor units installed therein, and, in addition, for a certificate 
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of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act authorizing the installation and operation of additional compressor facilities 
in applicant’s Pitsch and Twitty compressor stations, these facilities consisting 
of three 225 horsepower compressor units to be removed from applicant’s “field 
booster station No. 3,” all as designated by applicant as “project No. 2.” All 
of the facilities involved herein are located in Wheeler County, Tex., in the East 
-anhandle field. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 12, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that the rock pressures in the wells which supply the natural 
gas carried by the aforementioned gathering pipelines and three compressor 
Stations to be abandoned have reached such a low point as to render their 
continued operation by applicant economically infeasible and that Applicant 
has not, since May 11, 1952, operated these facilities or produced gas from the 
wells. Applicant has obtained a substitute supply of natural gas from Phillips 
Petroleum Co. (see docket No. G-1859) which is being delivered to applicant at 
the latter’s LeFors gasoline plant. The record shows that applicant’s Pitsch 
and Twitty compressor stations are being used to transport this new supply 
of natural gas in interstate commerce. 

The record further shows that Warren Petroleum Corp. (Warren) is the 
purchaser and lessee of the facilities of applicant to be disposed of in “project 
No. 1,” and that there is no affiliation between this corporation and applicant 
and that, furthermore, Warren proposes to use these facilities and the natural gas 
from the low-pressure wells to which these facilities are connected in a gasoline 
processing plant in the East Panhandle field. Warren will purchase such gas 
from the applicant. 

Estimated cost of the removal and installation of the compressor units involved 
in “project No. 2” totals $115,245, which will be provided from cash on hand. 

Applicant requested a temporary certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act. This request was denied by the 
Commission on August 15, 1952, for failure to show the existence of an emer- 
gency. Applicant, in its amended application, requested that this matter be 
heard in less than 15 days after publication of the order fixing date of hearing 
in the Federal Register. This request was granted by the Commission by an 
order issued September 4, 1952. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Okla., is engaged in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of natural gas for resale 


for ultimate public consumption, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis 
sion in its order of January 4, 1944, in docket No. G—365, 4 F. P. C. 477. 

(2) Applicant’s facilities enumerated and described in its “project No. 1” and 
the compressor units in “field booster station No. 3” are facilities used for the 


“production or gathering of natural gas” within the meaning of subsection 1 (b) 
of the Natural Gas Act and are, therefore, not subject to the jurisdiction of the 
Commission and, accordingly, permission and approval for abandonment of these 
facilities under the provisions of section 7 of the Natural Gas Act is not required. 

(3) The additional compressor facilities proposed to be installed in applicant’s 
Pitsch and Twitty compressor stations and operated as hereinbefore described 
under “project No. 2” will be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
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the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed construction and operation of facilities by applicant, as 
proposed under “project No. 2,” are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
3), herein, all as more fully described in the applica- 
tion in this proceeding and the exhibits appended thereto, for the transporta- 
tion and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 


described in paragraph ( 


(B) The application, so far as it concerns the facilities referred to in para- 
graph (2) herein, be and the same is hereby dismissed for the reasons set 
forth in said paragraph (2). 

(C) Applicant shall report to the Commission, in writing and under oath, 
the completion date of the construction of the facilities described in paragraph 
(3) herein and the final total costs thereof, together with the date of commence- 
ment of operation of these facilities. 

(D) This certificate is not transferable and shall he effective only so long as 
applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 


Adopted: September 16, 1952. Issued: September 17, 1952. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., 
Tennessee Gas Co., Shippensburg Gas Co., and Consumers Gas Co. 


Docket Nos. G-1693, G-1473, G-1649, G-1727, G-1737 


On July 3, 1952, the Commission issued its order and accompanying opinion, 
11 F. P. C. 211, whereby it granted, inter alia, a certificate of public convenience 
and necessity to Texas Eastern Transmission Corp. (Texas Eastern) authoriz- 
ing it to construct and operate facilities and to sell natural gas to certain 
customers under conditions set forth in said order. Paragraph (B) (5) of 
said order authorized and directed Texas Eastern to serve the maximum daily 
quantities of gas specified therein to Public Service Electric and Gas Co., of 
New Jersey, said maximum daily volumes to increase from year to year effective 
October 1 of the respective named years. 

On August 4, 1952, Texas Eastern filed a petition for amendment of para- 
graph (B) (5) of said order to change the October dates set forth in said 
paragraph to September dates, stating that its presently effective GS rate 
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schedule provides for a contract year commencing as of September 1 and that 
it desires to avoid conflict between the order issued July 3, 1952 and said 
rate schedule. 

Public Service Electric and Gas Co. has advised that it has no objections to 
the proposed amendment. 

The Commission finds: 

Good cause exists for granting the request of Texas Eastern Transmission 
Corp. for amendment of paragraph (B) (5) of the order issued July 3, 1952. 

The Commission orders: 

So much of paragraph (B) (5) of the order accompanying the opinion, 
issued July 3, 1952, 11 F. P. C. 211 as sets forth the volumes of gas to be delivered 
by Texas Eastern Transmission Corp. to Public Service Electric and Gas Co. 
be and it hereby is amended to read as follows: 


M.c.f. per day 
To Sept. 1, 1953 peter eo ___ 28, 800 
Sept. 1, 1953 to Sept. 1, 1954 . saniiancon ly ae 
Sept. 1, 1954 to Sept. 1, 1955___ ital ‘ os 48, 100 


Biter Beet, 2, Be ncccncenne: : icpdsebaas . 45, 500 


Adopted: September 16, 1952. Issued: September 17, 1952. 


Findings and order issuing certificates of public convenience and necessity 
MidSouth Gas Co. 
Docket Nos. G—1445, G-—1680 


On July 19, 1950, MidSouth Gas Co. (MidSouth) filed an application in docket 
No. G-1445, and amendments thereto on June 14, August 1, and August 27, 
1951, for a certificate of public convenience and necessity, pursuant to section 
7 of the Natural Gas Act, authorizing the construction and operation of certain 
natural-gas pipeline facilities designed to provide natural gas service to new 
markets in 25 communities in the State of Arkansas. 

On May 1, 1951, MidSouth filed an application in docket No. G-—1680 for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the acquisition from the Arkansas Power & 
Light Co. (Arkansas Power), and operation of an existing transmission pipe- 
line, which pipeline will be used to transport gas purchased by Arkansas Power 
and MidSouth from the Texas Gas Transmission Corp. (Texas Gas) to 
Arkansas Power’s Hamilton Moses electric generating system and to supply 
MidSouth’s proposed distribution systems in certain communities, as outlined 
in its application in docket No. G-1445. 

The Commission, by its order issued July 26, 1951, consolidated the above- 
entitled proceedings and fixed the date of hearing in connection therewith. 
Pursuant to due notice, a public hearing was held in Washington, D. C., com- 
mencing on August 27, 1951, and concluding August 29, 1951. 

The Commission by its order issued July 25, 1952, reopened the above-entitled 
proceedings for the purpose of affording the applicant an opportunity to sub- 
mit further evidence in support of its application. Pursuant to said order a 
further public hearing was held commencing on August 20, 1952, and con- 
cluding on the same day. 

The intermediate decision procedure was omitted pursuant to section 1.30 (d) 
of the Commission’s rules of practice and procedure. 
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The facilities for which certificates are requested consist of- 

At docket No. G—1445, the construction and operation of approximately 174.5 
miles of lateral pipelines, including a crossing of the Mississippi River, near 
West Memphis, Ark., varying in diameter from 2% inches to 85% inches, together 
with necessary metering and regulating stations to supply natural gas to be 
secured from Texas Gas to customers of MidSouth in the following commu- 
nities in the State of Arkansas: 


Brinkley Gilmore Marked Tree Tyronza 
Cotton Plant Hughes Palestine West Helena 
Crawfordsville Lepanto Parkin West Memphis 
Earle Marianna Trumann Wheatley 
Forrest City Marion Turrell Wynne 


Also, the construction and operation of approximately 17 miles of laterals 
and connections, varying in diameter from 2% inches to 654 inches to supply 
gas to be secured from Texas Eastern Transmission Corp. (Texas Eastern) to 
customers of MidSouth in the following communities : 


Beebe Calion 
Cabot Hampton 
Paragould 


At docket No. G—1680, the acquisition and operation of approximately 38.3 
miles of 1234-inch pipeline, owned by Arkansas Power, now in place, extending 
from the terminus of Texas Gas’ lateral near Helena, Ark., to the Hamilton 
Moses steam electric generating plant near Palestine, Ark. 

The estimated cost of acquisition and construction of both of MidSouth’s pro- 
posed projects, including acquisition of the facilities from Arkansas Power, is 
$4,524,200. 

The requirements of the above towns to be served with natural gas obtained 
from the Texas Eastern system are: 


; , 
Ist yr. 2d yr. 3d yr. 4th yr. 5th yr. 


Peak-day M. c. f 
Annual M. c. f 


1, 847 3, 340 4, 704 5, 759 | 6, 665 
365,700 | 582,300 | 731,000 838, 200 935, 200 


E 
= 


The requirements of the above towns to be served with natural gas obtained 
from the Texas Gas system are: 


Ist yr. 2d yr. 3d yr. 
Peak-day M. c¢. f......-------- pene ee ed eet eieneccaas 1, 600 | 8, 900 | 13, 595 
Annual M. ¢. f Ss Fo tana alata ideas isacbineixscsiesdaieembonen 1 792,750 | 1, 656, 850 


| | | 


! First full year of operation. 


The Commission, by its opinion and accompanying order issued July 3, 1952, In 
the Matter of Texas Eastern Transmission Corporation, Docket No. G—1693, 
11 F. P. C. 211, found in that proceeding that: 


* * * MidSouth has made a sufficient showing herein to warrant the 
reservation for it of a maximum of 6,513 M. c. f. per day which are the 
estimated requirements in the fifth year. Our order will provide that such 
quantity of gas be reserved for MidSouth contingent upon the issuance to 
it of the certificate of public convenience and necessity requested in docket 






1308 FEDERAL POWER COMMISSION 


No. G—1445 and upon its willingness to accept gas under Texas Eastern’s 
applicable GS rate schedule.’ 

By said order the Commission authorized Texas Eastern to construct and 

operate certain natural gas facilities to make deliveries of natural gas to 

various communities and companies, including MidSouth. 

The volume of 6,513 M. c. f. per day, which Texas Eastern is authorized to sell 
and deliver to MidSouth upon the issuance of a certificate in docket No. G—1445, 
is less than the expected fifth-year requirements for residential, commercial 
and industrial use of 6,665 M. c. f. per day. Inasmuch, however, as a consider- 
able period of time may elapse before the achievement of this load, it appears 
that the negligible difference would not affect the feasibility of the project of 
the latter company having to do with services to Beebe, Cabot, Calion, Hampton 
and Paragould. 

In addition to the gas supply from Texas Eastern the Commission, by its 
opinion and accompanying order issued July 25, 1952, In the Matters of Texas 
Gas Transmission Corporation, et al., Docket No. G-1847, 11 F. P. C. 227, provided 
in subparagraph (B) (2) that Texas Gas— 


Make available on a firm basis to MidSouth Gas Co. a maximum daily 
volume of 13,707 M. c. f. of natural gas in addition to the volume specified in 
subparagraph (B) (1) above, in the event the Commission should here- 
after so order following decision upon the applications of MidSouth at 
docket Nos. G-1445 and G—1680 for certificates of public convenience and 
necessity ; Provided, That, in such event of this additional volume of 13,707 
M. c. f., not more than 7,214 M. c. f. per day shall be delivered by Texas Gas 
at the delivery point located near Helena, Arkansas, for resale in the 
Arkansas communities of West Helena, Marianna, Forrest City, Brinkley, 
Wynne, Palestine, Wheatley, and Cotton Plant, and not more than 6,495 
M. c. f. per day shall be delivered by Texas Gas at the proposed delivery point 
to be located southeast of West Memphis for resale in the Arkansas com- 
munities of Hughes, West Memphis, Marion, Crawfordsville, Earl, Parkin, 
Turrell, Gilmore, Lepanto, Tryonza, Marked Tree, and Trumann.’ 

The volume of natural gas made available to MidSouth under subparagraph 
(B) (1) above referred to in docket No. G-1847 was 8,606 M. ec. f. per day for 
distribution in communities now served by MidSouth with natural gas supplied 
by Texas Gas. 

The record reveals that the supplies of natural gas presently available to 
MidSouth from all sources are reasonably adequate to support both of the 
proposed projects. 

MidSouth’s plan of financing was to sell $6,900,000 of first mortgage bonds 
and to raise approximately $2,940,000 through sale of common stock. MidSouth 
proposed no change in such plan during the reopened proceedings in the above- 
entitled matter. Some $2,100,000 in bonds and $1,447,000 of common stock have 
already been sold. The bond purchase agreement has been extended through 
1953 and there is an underwriting agreement covering the sale of common 
shares. MidSouth has made an adequate showing as to its ability to finance the 
proposed projects. 


1 By letter dated July 16, 1952, MidSouth advised the Commission of its willingness to 
purchase gas under Texas Eastern’s applicable GS rate schedule. 

2 The requirements of MidSouth in these preceedings are stated on a pressure base of 
15.15 pounds per square inch absolute, while the quantities reserved in the order accom- 
panying opinion 11 F. P. C. 227, are stated on a pressure base of 15.025 per square inch 
absolute. Thus, 13,595 M. c. f. at 15.15 pounds per square inch absolute is the equivalent 
of 13,707 M. c. f. at 15.025 pounds per square inch absolute hereinbefore referred to. 
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MidSouth, in its application in docket No. G—1680, in addition to seeking 
authorization to acquire and operate certain natural-gas facilities from Arkansas 
Power, also seeks authorization to transport natural gas under a transportation 
agreement, for Arkansas Power from Helena to Arkansas Power’s Hamilton 
Moses power plant near Palestine, Ark. 

The agreement provides for allocating costs associated with the 12-inch 
line, extending from Helena to the Hamilton Moses plant, between power plant 
gas and other gas in proportion to use of the capacity, within certain maximum 
and minimum limits. MidSouth’'s share of this cost would be based upon all de- 
liveries of gas by Texas Gas to MidSouth at Helena, including deliveries for the 
city of Helena, although the deliveries for the city of Helena in no way involve 
the use of the 12%4-inch line. It would seem, in the circumstances, that the 
formula for apportitoning costs relating to the 12%4-inch line should not include 
deliveries for the city of Helena. 

The agreement also provides that Arkansas Power shall receive from MidSouth 
a credit for a portion of the annual fee of $161,400 which Arkansas Power 
presently pays to Texas Gas for the Mississippi River crossing owned by the 
latter company and used by it to deliver gas at Helena both to MidSouth and 
Arkansas Power. Arkansas Power renders no service to MidSouth in connection 
with the deliveries of natural gas at Helena, Ark., and seeks no authorization 
so to do. 

The Commission, by its order issued February 20, 1951, Jn the Matter of Teras 
Gas Transmission Corporation, docket No. G—1492,° 10 F. P. C. 752, authorized 
Texas Gas to deliver natural gas to MidSouth at a point near Helena, for ultimate 
distribution in the aforementioned community, and the service agreement between 
Texas Gas and MidSouth, dated January 16, 1951, which agreement became effec- 
tive April 21, 1951, provided for the delivery of natural gas at or near Helena, Ark. 
The F. VP. C. gas tariff, original volume No. 1, of Texas Gas provides a rate 
including all charges for delivery of gas at that point. The credit proposed in 
the transportation agreement constitutes a charge by Arkansas Power which 
would be superimposed on the rate specified in the tariff of Texas Gas. There- 
fore, it is concluded that the proposed credit would, in effect, be a circumvention 
of the filed tariff of Texas Gas and would not be proper. 

In addition, the cost formula proposed by MidSouth should be made more 
specific by identifying the expense items to be included by reference to account 
numbers of the Uniform System of Accounts prescribed for Natural Gas Com- 
panies, and by setting forth clearly the method of determining the joint costs 
allocable to the transportation service. 

The certificate issued to MidSouth in docket No. G—-1680 should be condi- 
tioned to require MidSouth to submit a tariff for the proposed transportation 
service which will be consistent with the views expressed above and the order 
herein shall so provide. 

The Commission further finds: 

(1) MidSouth Gas Company is presently engaged in the transportation of 
natural gas in interstate commerce and is a “natural-gas company” as hereto- 
fore found by the Commission Jn the Matters of MidNouth Gas Company, docket 
Nos. G-1444 and G-1527. 

(2) The transmission pipeline facilities which MidSouth proposes to con- 
struct, acquire, and operate will be used in the transportation of natural gas 
in interstate commerce subject to the jurisdiction of the Commission, and the 
construction, acquisition, and operation thereof by the company are subject 
to the requirements of subsections (¢) and (e) of section 7 of the Natural Gas Act. 


*On December 19, 1950, Texas Gas was granted temporary authorization to deliver and 
Sell natural gas to MidSouth under its filed rate schedule F-1. 
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(3) The markets available to MidSouth are adequate to support its proposed 
projects and the gas supply available to the company is sufficient to render the 
service herein authorized. 

(4) The facilities as proposed and designed are adequate to render the pro- 
posed service. 

(5) MidSouth is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(6) The construction, acquisition, and operation of the proposed facilities, 
and the transportation and delivery of natural gas by MidSouth in the volumes 
referred to in the Commission's opinions above referred to, for service in the 
communities set forth in MidSouth’s application, as amended, in docket No. 
G-—1445 and the transportation of gas by MidSouth for Arkansas Power as pro 
posed in docket No. G-1680 are required by the public convenience and necessity 
and certificates therefor should be issued as hereinafter ordered and conditioned 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing MidSouth to construct, acquire, and operate the 
facilities hereinbefore described, all as more fully described in the application 
in these proceedings for the transportation of natural gas as herein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) The authorizations hereby granted shall be limited to the transportation 
of natural gas in interstate commerce by MidSouth for delivery to the Hamilton- 
Moses steam plant of the Arkansas Power & Light Co., and delivery of natural 
gas for service to consumers in the following communities, all in the State of 
Arkansas: 


Beebe Forrest City Marion Turrell 
Brinkley Gilmore Marked Tree Tyronza 

Cabot Hampton Palestine West Helena 
Calion Hughes Paragould West Memphis 
Cotton Plant Lepanto Parkin Wheatley 
Crawfordsville Marianna Trumann Wynne 

Earle 


(C) At least 60 days prior to commencement of operations MidSouth shall 
submit a tariff for the transportation of gas for Arkansas Power & Light Co., 
as proposed in docket No. G—1680, which shall be consistent with the views 
expressed hereinbefore. 

(D) MidSouth shall commence actual construction of its proposed project 
in docket No. G-1445 within 2 months of the issuance of this order and com- 
plete the construction thereof within 12 months from such date unless such 
time limitations are extended by further order of the Commission. 

(E) MidSouth shall consummate the acquisition proposed in docket No. G-1680 
within 2 months from the date of issuance of this order, unless such time limi- 
tation is extended by further order of the Commission. 

(F) MidSouth shall report to the Commission, in writing and under oath, the 
date of the acquisition and completion of construction of the facilities herein- 
before described, together with the date of commencement of operation of 
such facilities. 

(G) This certificate is not transferable and shall be effective only so long 
as MidSouth continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 
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(H) MidSouth shall accept, in writing, the certificates issued herein within 
30 days from the date of issuance of this order. 


idopted: September 18, 1952. Issued: September 18, 1952. 


Findings and order modifying order issuing a certificate of public convenience 


and necessity 
New York State Natural Gas Corp. and Texas Eastern Transmission Corp. 
Docket No. G-1391 


On June 20, 1952, New York State Natural Gas Corp. (New York State Natu- 
ral), and Texas Eastern Transmission Corp. (Texas Eastern), hereinafter 
sometimes referred to as applicants, filed a joint supplement to application 
1950, 
issuing a certificate of public convenience and necessity in the above-entitled 


and petition for modification of the Commission’s order of November 1, 
proceeding. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 12, 1952, respecting the matters involved and the issues presented 
by said joint supplement to application and petition. No protest to said joint 
supplement and petition has been received. 

Applicants request modification of the Commission's order to permit addi- 
tional drilling, plugging, and reconditioning of wells in the Oakford storage 
area in Westmoreland County, Pa. The Commission’s order of November 1, 
1950, authorized the development and operation of said Oakford storage area, 
and the construction, acquisition, and operation of the facilities required for 
the underground storage of natural gas in said area. Paragraph (C) of said 
order states: 


(C) The authorization, hereby granted, is expressly conditioned upon 
the acquisition, construction and development of the Oakford storage prop- 
erties in accordance with the plan of development dated April 20, 1950, 
set forth as appendix B to exhibit 5 (B) in this proceeding, and both 
Applicants shall commence the construction of facilities herein authorized 
not later than July 1, 1951 and complete the construction thereof before 
July 1, 1953, unless such time limits are extended by further order of the 
Commission. 


Said plan of development specified a total of 211 wells to be drilled, plugged, 
reworked and reconditioned during the years 1950, 1951, and 1952. Applicants 
now propose to drill only 59 new wells instead of 60 wells as provided by said 
plan of development, and to rework an additional 32 wells, replug an additional 
20 abandoned wells, and recondition an additional 111 abandoned wells, making 
u total of 373 wells to be worked instead of 211 as originally authorized. 

Applicants request such additional authorization to permit additional well 
work which has been found to be required through actual operation of the 
said storage field. 

The record shows that sufficient evidence has been developed during the 
first year of storage operations to indicate that the storage capacity of the 
Murrysville pool is larger than expected, and that there is a possibility of gas 
migration from the North Oakford pool into the South Oakford pool which 
had not been anticipated at the time said plan of development was formulated. 
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In order to maintain control over possible gas migration, applicants now pro- 
pose to develop the South Oakford storage pool by means of additional well 
work therein. 

The record further shows that applicants have located numerous abandoned 
wells in addition to those known to exist at the initial stages of the storage 
project, and that such wells must be plugged to avoid the hazards incident to 
any gas losses therefrom. 

The estimated cost of the additional well work proposed by applicants is 
$2,600,000. 

The Commission finds: 

It is appropriate and good cause exists to grant the petition for modification 
of the Commission's order of November 1, 1950, as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (C) of the Commission's order in docket No. G-1591, 9 F. P. C. 
1188, issued on November 1, 1950, be and the same hereby is modified to au- 
thorize New York State Natural and Texas Eastern to expand their drilling 
operations beyond that specified in the plan of development dated April 20, 1950, 
set forth as appendix B to exhibit 5 (B) in this proceeding, as requested in 
their petition for modification filed on June 20, 1952, permitting an additional 
163 wells to be reworked, replugged, and reconditioned, making a net total of 
373 wells to be worked (after reduction of one in the new wells to be drilled) 
instead of 211 as heretofore authorized. 

(B) Paragraph (C) of the Commission's order in decket No. G-1391, 9 F. P. C. 

1188, issued on November 1, 1950, be and the same hereby is further modified 
to authorize New York State Natural and Texas Eastern to perform the 
additional well work hereby authorized during the years 1952, 1953, and 1954. 

(C) Applicants shall submit to the Commission quarterly progress reports 
with respect to the additional well work hereby authorized, which shall contain 
detailed information covering the following. 

(a) Completion data and logs on all wells drilled, redrilled or plugged. 

(b) Injection-withdrawal data, broken down as to source and ownership of 
the gas. 

(c) Pressure data, including advance studies. 

(d) Deliverability data, including back pressure studies and any inter- 
mediate studies or conclusions reached in the operations of the storage project. 


Adopted: September 18, 1952. Issued: September 19, 1952. 


Findings and order issuing a certificate of public convenience and necessity and 


permitting and approving abandonment of facilities and services 
Atlantic Seaboard Corp. and Virginia Gas Transmission Corp. 
Docket No. G—1906 


On March 38, 1952, Atlantic Seaboard Corp. (Atlantic Seaboard) and Virginia 
Gas Transmission Corp. (Virginia Gas) (hereinafter sometimes referred to as 
applicants), filed a joint application, which was supplemented on May 28, 1952, 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing (1) Atlantic Seaboard to acquire and operate 
all the properties of Virginia Gas and to assume all natural gas transmission 
services rendered thereby, and (2) Virginia Gas to discontinue all natural 
gas transmission services and to abandon its facilities by transfer to Atlantic 
Seaboard. 
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Pursuant to due notice a public hearing was held on the joint application, as 
supplemented, in Washington, D. C., on September 10, 1952. No protest to the 
joint application has been received. 

Atlantic Seaboard is a wholly-owned subsidiary of the Columbia Gas System, 
Inc., and Virginia Gas is a wholly-owned subsidiary of Atlantic Seaboard. 
Applicants each owns and operates sections of a continuous 421 mile 20-inch 
natural-gas transmission pipeline extending from Boldman, Ky. to the Maryland- 
Pennsylvania State line, and a continuous 262 mile 26-inch natural-gas transmis- 
sion pipeline extending from Clendenin, W. Va. to a point in Rockville, Md. The 
Virginia sections of these lines are owned and operated by Virginia Gas, and the 
sections in Kentucky, West Virginia, and Maryland are owned and operated by 
Atlantic Seaboard. 

Applicants propose the acquisition of all the properties of Virginia Gas by 
Atlantic Seaboard as a step of corporate simplification under the Publie Utility 
Holding Company Act of 1935, and expect to effect substantial savings as a result 
of such acquisition. Applicants estimate that approximately $8,000 per annum 
will be saved by elimination of certain accounting costs and that further reduced 
costs may be expected from elimination of the necessity for operation and main- 
tenance of facilities required to measure deliveries of natural-gas made by ap- 
plicants to each other. After said acquisition has been consummated, Atlantic 
Seaboard proposes to continue, without interruption, all services presently being 
rendered by Virginia Gas. No other natural gas company will be affected by 
the proposal acquisition, and no new customers are proposed to be served as the 
result thereof. 

Applicants propose to accomplish the proposed acquisition by the declaration 
of a dividend by Virginia Gas, payable to Atlantic Seaboard, of an amount equal 
to its earned surplus since September 30, 1946. Atlantic Seaboard will then dis- 
solve Virginia Gas and acquire all its assets and assume its liabilities remain- 
ing after the acquisition. Atlantic Seaboard proposes to record for the acquisi- 
tion the net depreciated original cost of the facilities acquired as represented 
by book amounts after giving effect to adjustments resulting from reclassifica- 
tion and original cost studies heretofore made, and accepted for filing by the 
Commission. The amount representing depreciation reserve to be recorded will 
be the amount recorded on the books of Virginia Gas at the date of transfer of 
the properties. 

The Commission finds: 

(1) Atlantic Seaboard Corp., a Delaware corporation having its principal place 
of business at Charleston, W. Va., owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of Kentucky, 
West Virginia, and Maryland, and by such operations is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of March 16, 1943, in docket 
No, G-284, 3 F. P. C. 941. 

(2) Virginia Gas Transmission Corp., a Virginia corporation having its prin- 
cipal place of business at Charleston, W. Va., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the Common- 
wealth of Virginia, and by such operations is engaged in the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of March 16, 1943, in docket No. 
G-283, 3 F. P. C. 940. 
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(3) The facilities hereinbefore described which are proposed to be acquired 









and operated by Atlantic Seaboard are used for the transportation and sale 


of natural gas in interstate commerce for resale for ultimate public consump- 
tion, and the acquisition and operation thereof by Atlantic Seaboard are sub- 


ject to the requirements of subsections (¢c) and (e) of sections 7 of the Natural 
Gas Act, and the abandonment thereof and discontinuance of service by Virginia 


Gas are subject 


Natural Gas Act. 

(4) Applicant, Atlantic Seaboard, is able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 


to the requirements of 


subsection 


(b) of 


section 7 


of the 


(5) The proposed acquisition and operation of the facilities hereinbefore de- 


seribed, by 


Atlantic 


Seaboard, are required by the public convenience and 


necessity, and a certificate therefor should be granted as hereinafter ordered 
and conditioned. 


(6) The proposed abandonment of the facilities hereinabove described, and 


the discontinuance of service by Virginia Gas, are permitted by the public con- 


venience and necessity, and permission and approval thereof should be granted 
as hereinafter ordered and conditioned. 


(7) Applicants having requested the omission of the intermediate decision 


procedure and all the requirements of the provisions of section 1 
Commission's rules of practice and procedure (18 CFR 1.82 
sufficient 


satisfied, 


cause 


exists 


for 


the 


final decision in the instant proceeding. 


The Commission orders: 


Commission 


2.) 


(b)) 
forthwith 


“sy 
ae 


to 


(b) of the 
having been 


render its 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Atlantic Seaboard Corp. authorizing it to acquire from Virginia 
Gas Transmission Corp. and to operate all the facilities and properties of Vir- 
ginia Gas Transmission Corp., subject to the jurisdiction of the Commission, all 
as more fully described in the application, as supplemented, in this proceeding, 


subject to the terms and conditions contained in paragraph (C) of this order. 


(B) Virginia Gas Transmission Corp. be and it hereby is granted permission 


and approval to abandon by transfer to Atlantic Seaboard Corp. all of its 


facilities and properties, subject 


to the jurisdiction of the Commission, 


all 


as more fully described in the application, as supplemented, in this proceeding, 


subject to the terms and conditions contained in paragraph (C) of this order. 
(C) The following terms and conditions be and the same hereby are at- 


tached to the issuance of the certificate issued in paragraph 
to the exercise of rights granted thereunder, 
approval to abandon granted in paragraph (B) hereof: 

(1) Immediately upon the acquisition by 


(A) 


hereof and 


and also to the permission and 


Atlantic Seaboard Corp. of the 


facilities of Virginia Gas Transmission Corp., Atlantic Seaboard Corp. shall 


commence all operations and service which Virginia Gas Transmission Corp. 
rendered by means thereof. 

(2) Applicant Virginia Gas Transmission Corp. shall report to the Commis- 
sion, in writing and under oath, the date on which the facilities hereinbefore 
described are abandoned and transferred to Atlantic Seaboard Corp., and appli- 
cant Atlantic Seaboard Corp. shall report to the Commission, in writing and under 
oath, the effective date of the acquisition of said facilities together with the 
effective date upon which operations by means of such acquisition commenced. 

(3) The certificate issued hereby is not transferable and shall be effective only 
so long as applicant Atlantic Seaboard Corp. continues the operations hereby 


authorized in accordance with the provisions of the Natural Gas Act, and any 
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pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission. 


Adopted: September 18, 1952. Issued: September 19, 1952. 


Supplemental order approving proposed method of complying with competitive 


bidding requirements 
Idaho Power Co. 
Docket No. E-6452 


By order entered September 11, 1952, Idaho Power Co. (applicant) was author- 
ized to issue and sell through competitive bidding 225,000 additional shares of 
its $20 par value common stock, pursuant to certain specified conditions, one of 
which was as follows: 

(C) This order shall not become effective until applicant shall have 
amended its application by filing the data and information specified in section 
34.2 (kK) (2) (i) of the Commission’s rules in accordance with the last sen- 
tence of section 34.2 (kK) (2) (ii) thereof, and the Commission by subsequent 
order has approved the proposed method of complying with the competitive 
bidding requirements. 

On September 19, 1952, applicant filed a supplement amending its application 
by submitting the data and information specified by paragraph (C) of the 
Commission’s order of September 11, 1952, quoted above. 

The Commission finds: 

(1) Applicant has complied with the requirements of paragraph (C) of the 
Commission's order of September 11, 1952. 

The Commission orders: 

(A) The proposed method of complying with the Commission's competitive 
bidding requirements is approved subject to the terms and conditions of this 
order. 

(B) The proposed issuance and sale at competitive bidding of the common 
stock shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (kK) (5), of the rules relating to compliance with com 
petitive bidding requirements and section 34.2 (k) (4) relating to affiliation, 
and shall have either filed the amendments required by these two latter sec- 
tions or shall have mailed them and advised the Commission by telephone and 
telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the common stock by a further order. 

(C) In all other respects the provisions of the order entered September 11, 
1952, in the above-entitled proceeding remain in full force and effect. 


{dopte d: September 22,1952. Issued: Se ptember 22, 1952. 


Supplemental order authorizing issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6450 


By order entered September 5, 1952, the Commission authorized Pacific Power & 
Aight Co. (applicant), to issue and sell through competitive bidding $7,500,000 
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principal amount first mortgage bonds, series due 1982, subject to the provisions 
among others, as set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of the first mortgage bonds shall not 
be consummated until: 

(i) The Applicant shall have amended its application by filing the data 
and information specified in section 34.2 (kK) (2) (i) of the Commission's 
rules in accordance with the last sentence of section 34.2 (k) (2) (ii) 
thereof, and the applicant shall have further amended its application pur- 
suant to the requirements of section $34.2 (k) (3) of the rules relating to 
compliance with competitive bidding requirements and section 34.2 (kK) (4) 
relating to affiliation, and shall have either filed the amendments required 
by these two latter sections or shall have mailed them and advised the Com- 
mission by telephone and telegraph as contemplated by section 34.9 of the 
rules. 

(ii) The Commission shall have approved the interest rate and the price 
to be received by the applicant for the bonds, by further order. 

The applicant filed the data and information specified in section 34.2 (k) (2) 
(i) of the Commission’s rules pursuant to the requirement of paragraph (B) 
quoted above, and on September 22, 1952, the applicant filed further data pursuant 
to the requirements of the order of September 5, 1952, setting forth that it pro- 
poses to accept as representing the lowest cost of money to it, the bid of Kuhn, 
Loeb & Co. to purchase the aforementioned first mortgage bonds at a price to 
the applicant of 101.404 and an interest rate of 3° percent. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of September 5, 1952, and under the bid it proposes to 
accept the price to be paid to the applicant for the bends and the interest rate 
thereon are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized will be for a lawful object within the corporate powers of the appli- 
cant and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant for the bonds and the interest rate 
thereon are approved as reasonable. 

(B) The proposed issuance of bonds, referred to above, upon the terms and 
conditions and for the purposes specified in the application as supplemented by 
the data referred to above, hereby is authorized, subject only to the provisions 
of paragraphs (C), (DD) and (FE) of the Commission’s order of September 
5, 1952. 


Adopted: September 23,1952. Issued: September 238, 1952 


Findings and order amending certificate of public convenicnce and necessity 
Panhandle Eastern Pipe Line Co. 
Docket No. G-1976 


On August 13, 1952, Panhandle Eastern Pipe Line Co, (applicant) was issued 
a certificate of public convenience and necessity authorizing it to construct 
and operate a 7.7 mile loop of 10-inch pipe on its Fort Wayne, Ind., lateral, 7.15 
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miles of 6-inch loop on its Tipton, Ind., lateral, and 7.23 miles of 6-inch loop on 
its Columbia, Mo., lateral. Applicant filed a petition to amend said certifi- 
eate on August 26, 1952 so as to authorize the construction and operation on the 
Fort Wayne lateral of 9.2 miles instead of 7.7 miles of 10-inch pipe, and simul- 
taneously to reclaim 14.66 miles of 6-inch pipe from the lateral. 

Copies of the petition to amend were served on all parties to the proceeding, 
and no comment in opposition to the amendment was received by September 13, 
1952, the due date set in the Commission’s September 3, 1952 letter to all 
interveners. 

The construction and operation of the increased length of 10-inch pipe on the 
Fort Wayne lateral will permit the delivery to Northern Indiana Public Service 
Co. of its 45,000 M. c. f. winter contract demand after the removal of the 14.66 
miles of 6-inch pipe. The removal of this length of pipe is necessary in order 
that it might be used in construction of the loops on the Tipton and Columbia 
laterals, applicant having been unable to obtain sufficient quantities of 6-inch 
steel pipe because of the recent steel strike. 

The Commission finds: 

Good cause exists to amend the Commission’s order of August 13, 1952 as 
requested in applicant’s petition to amend order issuing certificate of public 
convenience and necessity filed August 26, 1952. 

The Commission orders: 

Paragraph A of the Commission’s August 13, 1952 order issuing a certificate 
of public convenience and necessity in docket No. G—1976 be and the same hereby 
is amended to authorize applicant to construct and operate 9.2 miles of 10-inch 
lateral pipeline on its Fort Wayne, Ind., lateral; 7.15 miles of 6-inch loop pipeline 
on its Tipton, Ind., lateral; and 7.23 miles of 6-inch loop line on its Columbia, 
Mo., lateral; and to remove from its Fort Wayne lateral 14.66 miles of 6-inch 
pipe, such pipe to be used in the above authorized construction on the Tipton and 
Columbia laterals. 


Adopt d: Sept mober 23, 1952. Issued: Ne ptem ber 2 }, 1952. 


Order granting special permission and suspending proposed tariff sheet 
Cincinnati Gas & Electric Co. 
Docket No. G—2033 


On September 2, 1952,' Cincinnati Gas and Electric Co. (Cincinnati) submitted 
for filing with the Commission third revised sheet No. 4 to its F. P. C. gas tariff, 
original volume No. 1 to replace and supersede second revised sheet No. 4 which 
had been submitted on July 28, 1952 and suspended by order of the Commission 
issued August 25, 1952. Cincinnati requests special permission under section 
154.66 of the Commission's rules and regulations to file a change in its rate 
schedule under suspension. 

By the proposed tariff sheet, Cincinnati proposes to increase the rates and 
charges over those presently in effect to its only wholesale customer, the city 
of Hamilton, Ohio, by an amount of about $127,500, an increase of approxi- 
mately 14 percent based on estimated sales for the year ending July 31, 1953. 


‘Cincinnati submitted one copy of its rate application to the Commission on August 25, 
1952. On September 2, 1952, additional information required by the Commission's rules 
was received and the filing is deemed completed as of that date. 
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Cincinnati had filed an application for increased rates on July 28, 1952, neces- 
sitated principally by the impact upon its purchased gas cost, of increased rates 
filed by Cincinnati's suppliers, Ohio Fuel Gas Co. and Central Kentucky Nat- 
ural Gas Co. The rate filing of July 28, 1952 by Cincinnati was suspended by 
the Commission’s order issued August 25, 1952, because, among other things, 
the higher rates of Ohio Fuel Gas Co. and Central Kentucky Natural Gas Co. 
were then in part effective under bond subject to refund and in part not yet in 
effect. Thereafter on August 15, 1952 Central Kentucky Natural Gas Co. filed 
another proposed rate increase which was suspended by the Commission in 
docket No. G—2056. In support of the present rate filing, which in part super- 
sedes its previous rate filing, Cincinnati proposes to incorporate into its costs 
all of the pending increases proposed by its suppliers. 

The increased rates and charges provided in said sheet have not been shown 
to be justified and may be unjust, unreasonable, or otherwise unlawful. 

The Commission finds: 

(1) Good cause has been shown to grant permission to Cincinnati to file the 
aforesaid third revised sheet No. 4 to supersede second revised sheet No. 4 now 
under suspension. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such act, con- 
cerning the lawfulness of Cincinnati's proposed third revised sheet No. 4, to 
its F. P. C. gas tariff, original volume No. 1, and that said sheet be suspended 
as hereinafter provided and the use thereof be deferred pending hearing and 
decision thereon. 

The Commission orders: 

(A) Permission be and the same hereby is granted Cincinnati pursuant to sec- 
tion 154.66 of the Commission's general rules and regulations to file the aforesaid 
third revised sheet No. 4 to its F. P. C. gas tariff to supersede second revised 
sheet No. 4 to said tariff, which second revised sheet No. 4 shall have no force or 
effect hereafter. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held upon a date to be fixed by further order of the 
Commission concerning the lawfulness of rates, charges, and classifications 
contained in Cincinnati’s third revised sheet No. 4 to its F. P. C. gas tariff, 
original volume No. 1. 

(C) Pending such hearing and decision thereon, Cincinnati's third revised 
sheet No. 4, to its F. P. C. gas tariff, original volume No. 1, be and the same 
is hereby suspended and the use thereof deferred until March 3, 1953, and until 
such further time as it may be made effective in the manner prescribed by the 
Natural Gas Act. 

(ID) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) 18 CFR 1.8 and 1.37 (f) of the Commission's rules of practice 
and procedure. 


idopted: September 25, 1952. Issued: September 25, 1982. 


Order authorizing issuance of securities 
Iowa Public Service Co. 
Docket No. E-6453 


Iowa Public Service Co. (applicant), an Towa corporation organized July 2, 
1901, doing business in the States of Iowa, Nebraska and South Dakota, with 
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its principal business office located at Sioux City, Lowa, filed its application 
on August 26, 1952, and amendments thereto on September 2, 17, 24, 1952, for 
an order pursuant to section 204 of the Federal Power Act authorizing it to 
issue 150,122 shares of common stock (par value $5 per share). 

The proposed issue is not to be underwritten. Instead, it will be offered to 
the holders of the company’s outstanding common stock for subscription on 
the basis of one new share for each eight shares of common stock held. This 
right to subscribe, along with an oversubscription privilege, will be evidenced 
by a single form of warrant. The warrants allow the holder to subscribe for 
any shares covered and any shares covered by outstanding warrants which 
have not been exercised, subject (in the event that the total issue is over- 
subscribed) to allotment. 

The subscription price has been fixed at $21 per share by the board of 
directors. 

The net proceeds attained from the proposed stock issue, along with cash 
derived from operations, will first be used to pay off a $1,000,000 temporary 
bank loan obtained to meet current construction expenses and the remainder 
to be applied to the applicant’s construction program. 

Written notice of the application has been given to the State Commerce Com- 
mission of Iowa, the State Railway Commission of Nebraska, the Public Utilities 
Commission of South Dakota, and to each of the Governors of these States. 
Notice of the application was also published in the Federal Register Septem 
ber 4, 1952 (17 F. R. 8027), stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before September 17, 1952. No protest or petition or request to be 
heard in opposition to the granting of such application has been received. 

The State Railway Commission of Nebraska by order dated September 17, 
1952, has authorized the issuance and sale of said common stock. 

The Commission finds: 

(1) Applicant, a corporation, is a “public utility” within the meaning of sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission's order entered 
May 10, 1950, In the Matter of Iowa Public Service Company, Docket No. 
E-6271, 9 F. P. C. 746. 

(2) The proposed issuance of common stock will constitute an issuance of 
securities within the provisions of section 204 of the Federal Power Act. 

( 


3) Inasmuch as the securities will be issued pro rata to existing stock- 
holders pursuant to preemptive rights, the proposed issuance of common stock 
is exempt by section 34.la (1) of the Commission's rules, from the require- 
ment of competitive bidding. 

(4) The applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a state commission within the 
meaning of section 204 (f) of the act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(5) The proposed issuance of securities as hereinafter authorized will be 
for lawful objects, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a “public utility” and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The public notice given the aforesaid application is reasonable, 
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The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, be 
and the same hereby are authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction authorized is 
consummated within 60 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, Valuation, estimates or determinations of cost, or any other matter 
whatsvever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: September 25, 1952. Issued: September 25, 1982. 


Order issuing new license (minor) 
Roy A. Getchell 
Project No. 1132 


Application was filed March 27, 1952, by Roy A. Getchell, of Tigard, Oreg., for 
a new license under the Federal Power Act (hereinafter referred to as the act) 


for constructed minor project No, 1132 located on Wolf Creek, tributary to 
Keechelus Lake, in section 26 of T. 22 N.. R 11 E., Willamette meridian, in 
Kittitas County, Wash., and affecting lands of the United States within the 
Wenatchee National Forest. 


The project, license No. 2 for which expired on June 30, 1952, consists of : 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a low diversion dam, a small-diameter 
wood-stave pipeline 1,500 feet long, a 6-foot by S-foot wood-frame powerhouse 
at the creek containing a 25-horsepower water wheel connected to a 15-kilowatt 
generator, and short transmission lines; and 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which was approved and made part of the expired license; by 
reference formed a part of the application for license; and is described as 
follows: 

Erhibit F.—(F. P. C. No. 1132-1), a map entitled “Hydroelectric Power Proj- 
ect of E. N. TUNIN, HYAK, WASH.,” signed November 9, 1930 by E. N. Tunin. 

The Chief, Forest Service, acting for the Secretary of Agriculture; the Acting 
Secretary of the Interior; and the Departments of Fisheries and Game of the 
State of Washington have reported favorably on the application for a new 
license as hereinafter provided. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
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laws insofar as necessary to effect the purposes of a new license for the project. 
(2) No conflicting application is before the Commission. 
(3) The project does not affect any Government dam, nor will the issuance 
therefor as hereinafter provided affect the development of 
wublie purposes which should be undertaken by the 


of a new license 
any water resources for ] 
United States itself. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Wenatchee 
National Forest was created or acquired. 

(5) The installed capacity of the project is 25 horsepower and the energy 
generated thereby is used for cooking, heating, and domestic use at a resort. 

(6) The exhibit designated and described in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Section 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves ; 
10 (ad): 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 25 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued without charge to Roy A. Getchell, of Tigard, 
Oreg., under section 4 (e) and 15 of the act, effective June 30, 1952, for a period 
2 or on the date of termination of the Forest Service special 


ending June 29, 196 
adjacent to the project, if said permit is terminated 


use permit for the resort 
prior to June 29, 1962, for the operation and maintenance upon lands of the 
United States of constructed project No. 1132, subject to the terms and condi- 
tions of the act which is hereby incorporated by reference as part of this license 
(except that the terms and conditions of part I of the act referred to in finding 
above are hereby waived to the extent therein specified), and subject to 
-egulations as the Commission has issued or prescribed under 


(a) 
such rules and r 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7 entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof, and subject to the following special conditions set forth herein 
as additional articles : 

Article 15. The licensee shall, upon due notice from the Commission and at 
his own expense, relocate the transmission lines to the extent necessary to avoid 
e with any future enlargement of the Keechelus Storage Reservoir 
said 


interferen 
which may be undertaken by the United States or its successor in control of 
reservoir, and shall waive all claims to damages resulting from such enlarge- 
ment or operation of said reservoir. 

irticle 16. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structures 
and operation in the interest of fish and wildlife resources as may be hereafter 
prescribed by the Commission upon the recommendation of the Secretary of the 
Interior or the Departments of Fisheries and Game of the State of Washington. 

(C) The exhibit designated and described in the second paragraph of this 


order is reapproved as part of this new license. 
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(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed by the licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


Adopted: September 25,1952. Issued: September 26, 1952. 


Order dismissing application for approval of transfer of license (minor) 
Roy A. Getchell 
Project No. 1132 


A joint application was filed July 17, 1946, and later amended, by Roy A. 
Getchell, licensee for minor project No. 1132, and Roger E. and Dorothy J. 
Olsen and George E. and May H. Pearson for approval of transfer from the 
licensee to the Olsens and Pearsons of the license for the project. 

The agreement for the transfer of the project property provides for the 
payment of the purchase money in monthly installments and provides further 
that title to the project property is not to pass to the Olsens and Pearsons until 
after the last payment of the purchase money is made, apparently on some 
date subsequent to June 30, 1952, the date upon which the license for the 
project expired. In 1947 the applicants were requested to make some arrange- 
ment for passing title to the property within a reasonable time or to submit 
a lease for approval if the Olsens and Pearsons were to continue to operate 
the project. Representatives of the U. S. Forest Service have advised that 
they are unable to secure any further agreement or a lease from the applicants 
and that a third party has acquired the interest of the Olsens. To date the 
efforts of the Forest Service and the Commission have produced no further 
progress in securing an adequate joint application for approval of the transfer. 

On March 27, 1952 Roy A. Getchell, to whom the old license was issued, applied 
for a new license for the project and no further request for approval of trans- 
fer of the license has been received. A new license for the project is being 
issued to Roy A. Getchell simultaneously with this order. 

The Commission finds: 

Under the circumstances it will be appropriate to dismiss the pending 
application for approval of transfer of license without prejudice to the right 
of the applicants to request approval of transfer of the new license. 

The Commission orders: 

The aforesaid application, as amended, be and it is hereby dismissed without 
prejudice to the right to request approval of transfer of the new license which 
is being issued for the project. 


idopted: September 25, 1952. Issued: September 26, 1952, 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—-1962 


On May 27, 1952, El Paso Natural Gas Co. (applicant), a Delaware corpo- 
ration having its principal place of business at El Paso, Tex., filed an applica- 
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tion, and on July 9, 1952, a supplement thereto, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of a positive meter station to be located 
on applicant’s existing 6-inch superior line at mile post 19+1,290 feet in the 
northeast quarter, section 21, Township 4 South, Range 9 East, Pinal County, 
Ariz. 

The facilities herein involved will enable applicant to deliver natural gas 
to I. M. Clausen, dba Magma Natural Gas Co., for resale in the general farming 
area in the vicinity of the meter station. The estimated requirements are 61,800 
M. c. f. annually and 400 M. ¢. f. on a peak day. Rates to be charged by appli- 
cant will be those set forth in its rate schedules “A-1" and “B-1" on file with 
the Commission. 

Estimated cost of the project is $1,500 and financing is to be out of applicant’s 
current working funds. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 23, 1952 respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 


place of business at El Pas», Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944 order in docket No. G—288, 4 F. P. C. 986. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant's existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (¢) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exer 
cise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission's rules for practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby is 


issued authorizing applicant to construct and operate the facilities hereinbefore 
descrived, all as more fully described in the application in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The exercise of the rights granted under the certificate hereby issued 
shall be and the same hereby are made subject to the following conditions: 

(i) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facilities herein authorized, to- 
gether with the date of commencement of operations. 
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(ii) The certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 

(iii) Applicant shall make the proposed sale and render the proposed service 
initially under its presently effective rate schedules “A—1” and “B-1.” 


Adopted: September 25,1952. Issued: September 26, 1952. 





Order denying application for rehearing and stay of order 
Northern Natural Gas Co. 
Docket No. G—1881 


On August 27, 1952, Northern Natural Gas Co. filed an application for rehearing 
and stay of the Commission’s opinion and order issued July 30, 1952, 11 F. P. C. 
278, in the above-entitled proceeding. 
































In its application for rehearing, Northern reiterates the contentions advanced 
by it at the oral argument on the staff’s motion to dismiss. Included in these 
contentions is the assertion that the opinion and accompanying order is not 
supported by substantial evidence “since, at the specific request of staff counsel 
the trial examiner has deferred ruling on the admissibility of the exhibits thus 
far introduced by Northern in support of its claim for increased rates.” 

This claim overlooks, however, the fact that the propriety of the staff's 
motion is not dependent on the exhibits. The motion to dismiss is bottomed 
on the fact that Northern in this docket seeks to increase its rates on the basis 
of contentions recently decided adversely to Northern in the aforesaid opinion 
and accompanying order. Only the fixing of the dollar amount of the increase 
in rates sought in this docket, as represented by the contentions decided in that 
opinion and urged again in this docket, could be involved in the exhibits referred 
to by Northern. With respect to such a determination for purpose of decision on 
the motion, the Commission deemed the exhibits to be part of the record. Indeed 
the staff, by the nature of its motion, must be deemed to have waived the 
request for deferment of the ruling on the exhibits and to have accepted the 
statements and figures in the exhibits as true for purposes of the motion. This 
is, of course, borne out by staff counsel's oral argument and brief. 

In this connection, as part of this order, the Commission sets forth in three 
tabulations the details involved in the determination of the $7,601,853 disallowed 
in the order accompanying the opinion. The first tabulation shows the esti- 

mated cost of service as claimed by Northern and as adjusted by the staff, 
which adjustments of the Commission found to be proper for purposes of 
motion. The second tabulation shows the allocation of the total cost of 
service, for purposes of the motion only, on the basis of the cost-allocation 
principles of said opinion. Finally, the third tabulation shows the allocation 
of the demand and commodity costs among the various classes of Northern’s 
customers, again accepting Northern’s evidence for purposes of the motion only. 

The adjustments appearing in the cost-of-service tabulation may be briefly 
described : 

The $1,893,230 represents that part of the proposed increase based on 
Northern’s contention that an 8 cents per M. ce. f. value should be attributed to 
all gas produced in the Hugoton field; this is the same contention advanced 
in the case decided by that opinion. 
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The $48,000 represents a mathematical error in the tax schedule of the 
company as related to ad valorem taxes. It does not represent the maximum 
adjustment possible under the Commission's opinion, the allowance of State 
property taxes. However, the present record does not provide all the infor- 
mation necessary to permit the maximum possible adjustment. 

The $8,092 represents the depreciation reserve provision for 1952 at a rate 
of 31% percent on $231,211 excluded in the opinion from the rate based as excessive 
interest during construction capitalized by the company during the year 1950. 

The rate base used by the company has been reduced as follows: 


Elimination of excessive interest during construction capitalized 

during the year 1950 : ae 3 $231, 211 
Less reserve for depreciation applicable to above for the years 1951 

and 1952__ a =e ss iets 16, 185 


215, 026 
Company's claimed allowance for working capital is offset by credit 
of 75 percent of Federal Income Tax Accrual__- 4, 356, 630 


Total elimination from rate base sia > 4,571, 656 


Applying the rate of return of 614 percent as used by the company to this 
$4,571,656, results in the reduction in the return element of the cost of service 
of $297,185 shown on the tabulation. 

The adjustment of income taxes in the amount of $1,453,468 is the result 
of the decrease in return and the treatment of interest and general overheads 
capitalized, in accordance with the opinion, as an expense deduction for income 
tax purposes, which is the procedure actually followed by the company in the 
preparation of its income tax returns, whereas the company’s exhibits consider 
these two capitalized items in the depreciation base in disregard of that opinion 
The company’s estimate for interest during construction for the year 1952 is 
$731,300 and administrative and general expenses—a credit of S280.500 

Northern also takes exception to the inclusion of the method of determining 
the working capital allowance as one of the issues decided in the above opinion 
since “the Commission itself has ordered a rehearing pursuant to the request 
of Northern.” The propriety of the treatment of federal tax accruals as an offset 
to the amount to be included in the rate base for working capital allowances 
has never been in doubt. In any event, by the opinion and accompanying order, 
11 F. P. ©. 375, the Commission has today affirmed its findings on this point as set 
forth in the opinion and accompanying order at 11 F. P. C. 128. 

The Commission finds: 

No new facts have been presented or alleged in Northern Natural Gas Com- 
pany’s application for rehearing and stay thereof and no principles of law are 
stated in the application, which either were not fully considered by the Com- 
mission before it entered the opinion and order issued July 30, 1952, 11 F. P. C. 
278, or which, having now been considered, warrant further hearing, modification, 
abrogation or stay of the opinion and order. 

The Commission orders: 

The said application for rehearing and stay be and the same hereby is denied. 

Commissioner Doty not participating. 

Commissioner Wimberly concurs in the result but states he has not altered 
his views as expressed in his dissent to Opinion 11 F. P. C. 123, issued June 
11, 1952, for reasons stated therein. 

{dopted: September 25, 1952. Issued: September 26, 1952. 
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FEDERAL POWER COMMISSION 
Supplemental order authorizing issuance of securities 
Idaho Power Co. 

Docket No. E-6452 


By order entered September 22, 1952, the Commission authorized the Idaho 


Power Co. (applicant) to issue and sell through competitive bidding 225,000 


shares of its $20 par value common stock subject to the provisions, among other 
things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding of the com 
mon stock shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3), of the rules relating to compliance with 
competitive bidding requirements and sections 34.2 (kK) (4) relating to 
affiliation, and shall have either filed the amendments required by these two 
latter sections or shall have mailed them and advised the Commission by 
telephone and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the common stock by a further order. 

Applicant on September 30, 1952, filed an amendment pursuant to the require- 
ments of the order of September 22, 1952, setting forth that it proposes to accept 
as representing the best price to it, the bid of Kidder Peabody & Co. to purchase 
the 225,000 shares of common stock for the price of $39.461 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of September 22, 1952, and under the bid it proposes to 
accept for the common stock the price to applicant per share is reasonable. 

(2) The proposed issuance of common stock as hereinafter authorized will be 
for a lawful object, within the corporate powers of applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The price of such common stock under the bid referred to above is 
approved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraph (C) of the Commission's 
order of September 22, 1952, in this matter. 


Adopted: September 30,1952. Issued: September 30, 1952. 


Order authorizing transmission of electric energy to Mexico 
Citizens Utilities Co. 
Docket No. E-6431 
Citizens Utilities Co. (applicant), a corporation organized and existing under 


the laws of the State of Delaware, authorized to do business in the States of 
Arizona, Colorado, Connecticut, Delaware, Idaho. Maine, Vermont and Wash- 
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ington, having its principal business office in Greenwich, Conn., on May 26, 1952, 
filed an application and amendment thereof on June 19, 1952, for authority to 
transmit electric energy from the United States to Mexico pursuant to section 
202 (e) of the Federal Power Act (act). 

Applicant requests authorization to transmit electric energy to Mexico in an 
amount not in excess of 1,000,000 kilowatt hours per annum at a rate not to 
exceed 350 kilowatts over facilities covered by the Presidential permit signed 
by the President of the United States on August 8, 1952, and accepted by 
applicant on September 11, 1952. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated May 2, 1952, between appli- 
cant and Cia de Servicios Publicos de Nogales, S. A., a Mexican corporation with 
its principal office at Republica del Salvador 31, Mexico, D. F., filed as an 
exhibit to the application. 

Applicant will transmit the electric energy over facilities to be constructed 
by it extending from its Grand Avenue Plant in Santa Cruz County, Ariz., to 
the international boundary between the United States and Mexico where inter- 
connection is to be made with facilities of Cia de Servicios Publicos de Nogales, 
S. A. in Nogales, Sonora, Mexico. The transmission of such energy will be over 
the facilities covered by the Presidential permit signed by the President of the 
United States and released by the Commission concurrently with this order. 

Notice of the filing of the application was published in the Federal Register 
on June 7, 1952 (17 F. R. 5202) and given to interested State officials, and no 
protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 1,000,000 
kilowatt-hours per year at a rate not to exceed 350 kilowatts over the facilities 
specified in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
Presidential permit signed by the President of the United States on August 8, 
1952 and referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports annually 
on or before February 15 showing the amount of energy transmitted to Cia de 

Servicios Publicos de Nogales and the maximum rate of transmission for each 
month of the preceding calendar year. 
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(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(I) Concurrently with the service of this order the Presidential permit, signed 
by the President of the United States on August 8, 1952 and described above, be 
released and a copy transmitted by the Secretary to applicant. 

Adopted: September 30,1952. Issued: October 2, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-1993 


On July 3, 1952, Southern Natural Gas Co. (applicant), a Delaware corpo- 
ration, having its principal place of business at Birmingham, Ala., filed an appli- 
cation, as amended, on August 19, 1952 for a certificate of public convenience 
and necessity authorizing the construction and operation of a 3,300 horsepower 
compressor station on applicant’s Logansport-Perryville 14-inch line in Louisiana. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 4, 1952 respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. At the hearing 
counsel for applicant moved that the intermediate decision procedure be omitted 
and waived the filing of briefs and oral argument, and staff counsel concurred 
in the motion and waiver. 

Temporary authorization for the proposed compressor station was issued on 
August 27, 1952. 

The estimated cost of the project is $1,021,500 and the proposed financing will 
be out of applicant’s current funds. 

Because of declining field pressure, it is necessary that applicant install the 
proposed compressor station in order to Compress gas and transport it through 
its main line. 

The Commission finds: 

(1) Southern Natural Gas Co., a Delaware corporation having its principal 


place of business at Birmingham, Ala., owns and operates a natural-gas trans 
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mission pipeline system located in the States of Texas, Louisiana, Mississippi, 
Alabama, and Georgia, and by such operations, applicant is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas Act 
as heretofore found by the Commission in its order of October 6, 1942, in docket 
No. G—296, 3 F. P. C. 822. 

(2) The facility hereinbefore described is proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant's existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c¢) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and staff counsel having concurred in such request, sufficient cause 
exists for the Commission forthwith to render its final decision in the instant 
proceeding. 

(5) The proposed construction and operation of the facility by applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facility herein- 
before described, as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date of completion of the construction of the facility herein authorized, to- 
gether with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long 
as applicant continues the operations herein authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


idopted: October 2, 1952. Issued: October 6, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co, 
Docket No. G—1930 


On March 31, 1952, Tennessee Gas Transmission Co. (applicant), a Delaware 
corporation having its principal place of business at Houston, Tex., filed an 
application, as amended on July 1, 1952, for a certificate of public convenience 
and necessity authorizing the construction and operation of a 2,640 horsepower 
compressor station in the Carthage Field, Panola County, Tex 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
September 8, 1952 respecting the matters involved and the issues presented by 


the application. No protest to the application has been received. At the hear- 
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ing counsel for applicant moved that the intermediate decision procedure 
be omitted and waived the filing of briefs and oral argument, and staff counsel 
concurred in the motion and waiver. 

The estimated cost of the project is $880,000 which will be financed out of 
applicant’s current funds. 

Because of declining field pressure, it is necessary that applicant install the 
proposed compressor station in order to compress gas and transport it into 
its main line. 

The Commission finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation having its 
principal place of business at Houston, Tex., owns and operates a natural-gas 
transmission pipeline system located in the States of Texas, Louisiana, 
Mississippi, Arkansas, Tennessee, Kentucky, West Virginia, Ohio, Pennsylvania 
and New York, and by such operations, applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act as 
heretofore found by the Commission in its order of September 24, 1948, in 
docket No. G—230, 3 F. P. C. 574. 

(2) The facility hereinbefore described is proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as a functionally integral part of applicant's existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and staff counsel having concurred in such request, sufficient cause 
exists for the Commission forthwith to render its final decision in the instant 
proceeding. 

(5) The proposed construction and operation of the facility by applicant are 
required by the public couvenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facility herein- 
before described, as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date of completion of the construction of the facility herein authorized, together 
with the date of commencement of operations. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operations herein authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


Adopted: October 2, 1952. Issued: October 6, 1952. 
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Order approving exhibit 
City of Kaukauna, Wis. 

Project No. 1510 


The city of Kaukauna, Wis., licensee for project No. 1510, filed an applica- 
tion on July 23, 1952, requesting that a parcel of land containing approximately 
7.6 acres be excluded from the project area. 

The application states that the subject land is neither used nor useful in either 
the transmission or generation of electricity. 

The land above referred to is a part of Island No. 3, located at the upper end 
of the project, and appears to be unnecessary for the operation of the project 
and its removal from the project area will not materially affect the project 
in any way. 

The licensee submitted as a part of the application exhibit K, sheet 2c 
(F. P.C. No, 1510-55), which shows the proposed changes in the project boundary 
and supersedes exhibit K, sheet 2b (F. P. C. 1510-41) now a part of the license 
for the project. 

The Commission finds: 

(1) The following exhibit, above referred to, conforms to the Commission's 
rules and regulations and should be approved as part of the license for the 
project : 

Exhibit K.—Sheet 2c (F. P. C. No. 1510-55), entitled “Kaukauna power plant, 
project boundary and general plan, Kaukauna electrical and water depts., 
Kaukauna, Outagamie County, Wis.,” signed city of Kaukauna, Utilities Com- 
mission, by H. F. Weckwerth, manager, on July 21, 1952. 

(2) Superseded exhibt K sheet 2b (F. P. C. No. 1510-41), now a part of the 
license for the project, should be eliminated from the license for the project. 

The Commission orders: 

(A) The exhibit specified and described in finding (1) above, is approved as 
part of the license for the project. 

(B) The exhibit specified in finding (2) above, is eliminated from the license 
for the project. 

idopted: October 2, 1952. Issued: October 7, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Public Service Electric & Gas Co. 
Docket No. G—2021 


On August 1, 1951, Public Service Electric and Gas Co. (applicant), a New 
Jersey corporation having its principal place of business at Newark, N. J., filed 
an application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 11.13 miles of 16-inch natural-gas transmission pipeline extend- 
ing from a point of connection at Linden, N. J., with the transmission pipeline 
owned and operated by Texas Eastern Transmission Corp. (Texas Eastern) to 
the town of Harrison, N. J., and of approximately 2.04 miles of 12-inch pipe- 
line and 2.96 miles of 10-inch pipeline extending from the proposed 16-inch line 
at the town of Harrison to applicant’s Harrison Gas Works at Harrison, N. J., 
and its West End Gas Works at Jersey City, N. J. 


1336 FEDERAL POWER COMMISSION 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 30, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that, in its order in docket No. G—1693, accompanying the 
opinion 11 F. P, C, 211, issued on July 3, 1952, the Commission issued a certificate 
authorizing Texas Eastern, inter alia, to construct and operate facilities and 
to sell natural gas to applicant in the quantities therein set forth, subject to the 
reservation that applicant, within 30 days from the date of issuance of said 
order, file application for a certificate of public convenience and necessity author- 
izing it to construct and operate the necessary facilities to receive such quan- 
tities, and to the further requirement that applicant within a designated period 
indicate in writing its election to take gas under Texas Eastern’s applicable 
GS rate schedule. Applicant, by letter received by the Commission on August 
1, 1952, has indicated its election to take gas under said rate schedule. 

The record further shows that said order of July 38, 1952 has been amended 
by Commission order issued September 17, 1952 with respect to the dates upon 
which Texas Eastern will be authorized to increase the maximum daily volumes 
to be delivered to applicant. 

Applicant proposes to transport natural gas purchased from Texas Eastern 
to its production plants where it will be used in the production of mixed gas to 
be distributed by applicant to its New Jersey market. Cost of the proposed 
facilities is estimated at $4,200,000, to be derived from applicant's general funds. 

The Commission finds: 

(1) Applicant, a New Jersey corporation having its principal place of business 
in Newark, N. J., will, upon completion of the construction of the proposed facili- 
ties, own and operate a pipeline by means of which it will receive gas from 
Texas Eastern and transport such gas to its production plants for ultimate dis- 
tribution as a component of mixed gas to be distributed by applicant to its New 
Jersey market, and by reason of such operations will be engaged in the transpor- 
tation of natural gas in interstate commerce and will be, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the proposed construction and operation thereof by appli- 
cant as set forth in its application are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.32 (b)) having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the facilities, as proposed by applicant, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 
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(B) The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of issuance 
of this order. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall b* actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance of 
this order. 

(D) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: (a) within 10 days after 
the bona fide beginning of construction, notice of the date of such beginning: 
(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein; (¢) within 10 
days after the facilities herein authorized have been constructed and placed in 
service or any operation and service herein authorized has commenced, notice 
of the date of such placement and commencement; and (d) within 6 months 
after the facilities herein authorized have been constructed and placed in service 
and operations as herein authorized have commenced, a statement showing the 
actual cost of constructing said facilities by operating units, and showing sep- 
arately the actual cost of labor, materials, rights-of-way, damages, surveys, engi- 
neering, inspection, overhead, interest during construction, contingencies, and 
all other items of cost, together with a statement showing and explaining the 
cause for any difference between actual cost and estimates of cost relied upon 
by applicant in this proceeding. 

(EF) The certificate of public convenience and necessity hereby issued is not 
transferable and shall be effective only so long as applicant continues the opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, as amended, and any pertinent rules, regulations, or orders heretofore or 
hereafter issued by the Commission. 


idopted: October 2,1952. Issued: October 6, 1952. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Reserves Nos. 535 and 572 and Proposed 
Project No. 1105 


Docket No. DA-114—-Washington—Frank M. Smith 


An application was filed by Frank M. Smith, of Everett, Wash., for restora- 
tion to mineral entry, requiring a determination under section 24 of the Federal 
Power Act with respect to the portion of the following-described lands included 
in mineral survey No. 1268 Washington: Willamette meridian, Washington: 
T. 28 N.. R. 11 E.. section 19, lot 6, NEY4NE™: section 20, lots 10, 11, and 13. 

The lands, which are within the Snoqualmie National Forest and near the 
junction of Silver Creek with the North Fork of Skykomish River, Silver Creek 
traversing lot 6 and the NEYNE, of sec. 19, are somewhat removed from the 
North Fork and several hundred feet above stream bed. The land in lot 6, 
sec. 19, is withdrawn in power site reserve No. 533, dated June 30, 1916; the 


oo 
ededed 


land in lot 13, section 20, is withdrawn in the said power site reserve No. 
and also in power site reserve No. 572, dated March 2, 1917; and the lands in 
the NEYNE\ of section 19, and in lots 10 and 11, section 20, were reserved 
July 16, 1930, pursuant to the filing of application for preliminary permit for 
proposed water-power project No, 1105, which application was denied on October 


ol, 1953. 
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According to available records, the North Fork in this vicinity falls about 
85 feet per mile while Silver Creek falls about 300 feet per mile. Development 
of this area probably will be by diversion dam and conduit because of the 
terrain and steep gradients of the streams. ° 

No plans are known to use the lands for power development and their use 
in the meantime for mining purposes only will not affect materially their power 
value. 

Interested Federal officials have reported favorably on the application and 
state officials have interposed no objection to the application. 

The Commission determines: 

The value of the lands in lot 6 and in the NEYNEY, of section 19, and in lots 
10, 11, and 13 of section 20, T. 28 N., R. 11 E., Willamette meridian, Wash., 
will not be injured or destroyed for purposes of power development by location, 
entry, or selection under the public land laws, for mining purposes only, 
subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above-described lands remain in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 
restoration, and no preference right to the lands is acquired by the filing of 
the application for restoration or by this action taken by the Commission with 
respect to the lands. 


Adopted: October 2, 1952. Issued: October 6, 1952. 


Supplemental order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6448 


By order entered September 11, 1952, the Commission authorized the Cali- 
fornia Electric Power Co. (applicant) to issue and sell through competitive 
bidding 350,000 shares of its $1 par value common stock subject to the pro- 
visions, among other things, set forth in paragraph (B) of that order reading 
as follows: 

(B) The proposed issuance and sale at competitive bidding of the common 
stock shall not be consummated until: 

(i) The applicant shall have amended its application pursuant to the 
requirements of section 34.2 (k) (3) of the Commission's rules relating to 
compliance with competitive bidding requirements and section 34.2 (kK) (4) 
of the rules relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the common stock by a further order. 

Applicant on October 7, 1952, filed an amendment pursuant to the require- 
ments of the order of September 11, 1952, setting forth that it proposes to 
accept as representing the best price to it, the bid of Merrill Lynch, Pierce, 
Fenner & Beane to purchase the 350,000 shares of common stock for the price 
of $9.471 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of September 11, 1952, and under the bid it proposes to 
accept for the common stock the price to applicant per share is reasonable. 

(2) The proposed issuance of common stock as hereinafter authorized will 
be for a lawful object, within the corporate powers of applicant and compatible 
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with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The price to be paid the applicant per share of such common stock under 
the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraph (C) of the Commis- 
sion’s order of September 11, 1952, in this matter. 


(dopted: October 77,1952. Issued: October 7, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Rockland Light & Power Co. 
Docket No. G—1958 


On May 19, 1952, Rockland Light & Power Co. (applicant) filed an applica 
tion, which was supplemented on July 16, 1952 and on August 20, 1952, for an 
order pursuant to section 7 of the Natural Gas Act, authorizing applicant to 
acquire and operate all of the properties, assets, and franchises owned and 
enjoyed by Rockland Gas Co. (Rockland Gas), a New York corporation having 
its principal place of business at Spring Valley, N. Y. 

Pursuant to due notice, a public hearing was held on said application, as 
supplemented, in Washington, ID. C., on October 3, 1952. No protest to the 
application has been received. 

Applicant is a gas and electric corporation engaged in generating, manufac- 
turing, purchasing, transmitting, distributing and selling electric energy in 
New York State, and also serving natural gas, produced in other states and 
purchased from Home Gas Co., in approximately 15 communities in New York 
State. Rockland Gas is engaged in the retail sale and distribution of natural 
gas purchased from Home Gas Co. in six incorporated villages in Rockland 
County, N. Y.,’ and it also serves at retail in Rockland and Orange Counties in 
New York, approximately 4,400 customers located along the routes of its main 
pipelines between communities, as well as customers located in approximately 
15 small unincorporated hamlets and towns along the routes of its pipelines 
between the incorporated villages referred to above. Rockland Gas also trans- 
ports, intermittently, natural gas for the account of Home Gas Co. from the 
eastern end of the latter company’s transmission pipeline near West Nyack, 
N. Y. southward to Tappan, N. Y. by means of a pipeline approximately 6 miles 
in length, at the terminus of which such gas is sold to applicant by Home Gas 
Co., for further transportation to Piermont, N. Y., where the gas is distributed. 

Rockland Gas procures its entire supply of natural gas from Home Gas Com- 
pany at three points. One point of delivery is near the village of Sloatsburg, 
N. Y., and the other two points are east of Sloatsburg. 

Applicant has entered into a contract dated March 27, 1952 which provided for 
the purchase by applicant from Rockland Gas of all its property, privileges and 


? The six villages are Suffern, Hillburn, Spring Valley, Sloatsburg, Haverstraw, and West 
Haverstraw. 
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franchises for a consideration of an amount of common stock of applicant 
equal to four shares for each share of the outstanding common stock of Rockland 
Gas and the assumption of all liabilities of Rockland Gas. Rockland Gas has 
30,500 shares of no par value common stock outstanding. Applicant proposes 
to issue 122,000 shares of its common stock which has a par value of $10 per 
share, to Rockland Gas, or its nominee, at the closing date of the transaction, 
and thereafter will take over the assets and operations of Rockland Gas. 

No change in existing operations is proposed by applicant. Applicant proposes 
the acquisition in order to effect savings in operations and to obtain more suatis- 
factory financing through combining the properties. Applicant proposes to 
effectuate these savings by elimination of one set of officers, by using a single 
office in each community for both electric and gas service, and by improving 
the engineering design of the system. Applicant proposes to devote a substantial 
portion of the expected savings to gas rate reductions in the Rockland County 
area, estimated by applicant to be approximately $47,426 per year. 

Applicant proposes to amortize an acquisition adjustment of $130,659 arising 
in connection with the proposed acquisition through charges to account 537, 
Miscellaneous amortization, over a period not to exceed 5 years. 

The Commission finds: 

(1) Rockland Light and Power Co., a New York corporation, having its princi- 
pal place of business at Nyack, N. Y., owns and operates, among other facilities 
natural gas pipelines and appurtenant facilities located in New York and con- 
necting with pipelines of other companies operating in New York and Pennsyl- 
vania, is engaged in transportation in interstate commerce of natural gas and 
in the sale of natural gas in interstate Commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning or the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 6, 1943, in docket No, G—269, 
3 F. P. C. 965. 

(2) The facilities hereinbefore described which are proposed to be acquired 
and operated by applicant include facilities which are used for the transporta- 
tion of natural gas in interstate commerce subject to the jurisdiction of the 
Commission, and the acquisition and operation thereof by applicant are subject 
to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed acquisition of the facilities subject to the jurisdiction of 
the Commission as hereinbefore described, are required by the public convenience 
and necessity, and a certificate therefor should be granted as hereinafter ordered 
and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Rockland Light and Power Co., authorizing it to acquire and operate 
such of the facilities of Rockland Gas Co. hereinbefore described as are subject 
to the jurisdiction of the Commission, all as more fully described in the applica- 
tion, as supplemented, in this proceeding, subject to the conditions contained 
in this order. 
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(B) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

(1) The certificate issued hereby shall be void and without force or effect 
unless it shall be accepted by applicant in writing within 30 days from the date 
of the issuance of this order: Provided, however, That such acceptance may 
be filed within 30 days from the date on which any application for rehearing 
filed herein may be deemed to have been denied, or within 30 days after final 
disposition of the judicial review of any petition for review that may be filed 
herein. 

(2) The acquisition hereby authorized shall be completed and actual opera- 
tions thereunder shall be commenced by applicant within 90 days from the date 
of issuance of this order. Pending the consummation of the acquisition hereby 
authorized, applicant shall file with the Commission in writing and under oath 
four conformed copies of monthly progress reports showing the exact status 
of said acquisition. 

(C) The following conditions be and the same hereby are attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) Within 6 months after date of consummation of the acquisition, applicant 
shall file proposed accounting entries to record the acquisition in accordance 
with provisions of the Uniform System of Accounts, as outlined in gas plant ac- 
counts instruction 4 and account 391, Gas plant purchased. The debit acquisi- 
tion adjustment, arising from acquisition, of approximately $130,659 shall be 
disposed of by equal annual charges to account 537, Miscellaneous amortization, 
over a period not exceeding 5 years beginning November 1952: Provided, 
however, That applicant may reduce the period of such amortization by making 
increased charges to said account 537. 

(2) Applicant shall submit within 30 days after the close of 1952 and each 
year thereafter two certified copies of accounting entries relative to the amortiza- 
tion in (C) (1) above. 

(3) Applicant shall file with the Commission, in writing and under oath, 
an original and four conformed copies of the following: 

(i) Within 10 days after said acquisition and the beginning of the opera- 
tions authorized herein, notice of the dates of acquisition and beginning of 
operations; and 

(ii) Within 6 months after consummation of the acquisition authorized 
herein, a statement showing and explaining the cause for any differences be- 
tween the actual cost of the facilities acquired and the estimates of cost re- 
lied upon by applicant in this proceeding. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order in 
accordance with the provisions of the Natural Gas Act, and any applicable rules, 
regulations, or orders of the Commission. 


i\dopted: October 7, 1952. Issued: October 8, 1952. 


Order confirming and approving amendment of general rate schedule provision 
Bonneville Project, Columbia River, Washington-Oregon 
Docket No. IT-5519 


Bonneville Power Administration (Bonneville) through the Under Secretary 
of the Interior, on May 19, 1952, filed for confirmation and approval by the 
Federal Power Commission pursuant to the provisions of the Bonneville Act 


304039—5 7——_87 





1342 FEDERAL POWER COMMISSION 






(50 Stat. 731), as amended, a proposed revision of section 2.2 of its general rate 
schedule provisions. 

The proposed revised general rate schedule provision, relating to measured 
demand, reads as follows: 


SEcTION 2.2 or GENERAL RATE SCHEDULE PROVISIONS 








(effective , 1952): 
liveries are scheduled as hereinafter provided, the purchaser's measured 


2.2 Measured Demand Except where de- 
demand for any class of power, for any point of delivery, and for any period, 
shall be the largest of the 30-minute integrated demands at which such class 
of power is delivered to the purchaser at such point during such period. 

If the contractual arrangements provide for the delivery of more than one 
class of power to the purchaser at any point of delivery, the total 30-minute 
integrated demands at such point will be determined from measurements 
as specified in the contract, or estimated where metering or other data are 
not available for such determination. The portion of each of such demands 
assignable to each class of power will be determined according to the terms 
of the contract. 

If the flow of electric energy to the purchaser at any point or points of 
delivery cannot be adequately controlled because the purchaser's system 
is interconnected with one or more systems which are also interconnected 
With the Government's system, the purchaser’s measured demand for each 
class of power, for such point or points, and for any period, shall be the 
largest of the hourly amounts of such class of power which are scheduled 
for delivery to the purchaser at such point or points during such period. 

sonneville advises that the principal changes, entirely technical in nature, 
are needed for clarification and flexibility in operations and will have no effect 

on customer billing. The changes and reasons therefore are briefly as follows: 

(1) The term “integrated demand” has been submitted for “registered de- 
mand” because Bonneville deems it more appropriate. 

(2) Under the proposed revision, contracts for the delivery of more than one 
class of power at a single point will, by their individual terms, allocate total 
demand to the various Classes of power involved. As the present section has no 
provision for determining how the demands for such classes of power are to be 
arrived at, this change was thought to be necessary in order that each case might 
be considered on the basis of its separate conditions. 

(3) The present provision excludes from the measured demand, “any abnormal 
nonrecurring demands due to emergency conditions or causes reasonably beyond 
the purchaser’s control.” This exception is not included in the proposed provision 
for the reason that such demands are covered in section 8.1 of the general rate 
schedule provisions (“Energy supplied for emergency and breakdown use”). 

(4) The presently contained provision that scheduled demands in excess of 
actual demands are to be used for billing purposes along with the provision for 
the holding by the purchaser of deviations from scheduled deliveries to a mini- 
mum are eliminated in the proposed revision as they are no longer needed to 
protect Bonneville. 

(5) The provision for separate billing for deliveries at more than one point | 
is eliminated by the revision as duplicative because this is adequately covered 
in section 5.1 of the general rate schedule provisions (“Point of delivery and 
delivery voltage”). 

Notice of the proposed revised general rate schedule provision was sent to 
interested state officials and published in the Federal Register on June 25, 1952 
(17 F. R. 5706), stating that any person desiring to comment or to make any 
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representations with respect thereto should submit the same on or before July 18, 
1952. No protests or requests for hearing thereon have been received. 

The Commissions finds: 

It is appropriate for the purposes of the Bonneville Act that the proposed 
revised general rate schedule provision be confirmed and approved. 

The Commission orders: 

The revision of section 2.2 to Bonneville’s general rate schedule provisions, 
set forth above, hereby is confirmed and approved. 


idopted: October 7, 1952. Issued: October 8, 1952. 


Order extending period of preliminary permit 
The Washington Water Power Co. 
Project No. 2075 


Application was filed September 2, 1952, by the Washington Water Power Co., 
permittee, for proposed project No. 2075, for a one-year extension of the per- 
mit which was issued for a period of 7 months, effective as of April 1, 1952. 

In its progress report for the period ended June 30, 1952, applicant shows 
that it has performed considerable work and finds that additional investigations 
ure necessary for the application for license for the project, and more time is 
required than was originally contemplated. 

The Commission finds; 

In the circumstances presented, it is not inconsistent with the public interest 
to extend the period of the preliminary permit as hereinafter provided. 

The Commission orders: 

The period of the preliminary permit for proposed project No. 2075 is ex- 
tended from October 31, 1952 to and including October 31, 1953 


idopted: October 9, 1952. Issued: October 14, 1952. 


Order authorizing issuance of securities 
Montana-Dakota Utilities Co. 
Docket No. E-6457 


Montana-Dakota Utilities Co. (applicant), a corporation organized and exist- 
ing under the laws of Delaware, qualified and authorized to do business as a 
foreign corporation in the States of Minnesota, Montana, North Dakota, South 
Dakota and Wyoming, having its principal business office in Minneapolis, Minn., 
filed its application on September 17, 1952, for an order pursuant to section 204 
of the Federal Power Act authorizing the issuance of promissory notes in the 
principal amount of $4,000,000. 

These promissory notes will be unsecured and will be payable to the National 
City Bank of New York, due not more than one year after the dates of their 
respective issue, with no issuance after December 31, 1952, and will bear interest 
at the commercial bank rate in effect on the respective issue dates. The said 
hotes will be issued from time to time and in various amounts, not in excess 
of an aggregate of $4,000,000, as and when funds are required by the applicant. 
The Northwestern National Bank of Minneapolis and the First National Bank 
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of Minneapolis will have participations of 25 percent and 15 percent, respec- 
tively in the notes through agreements with the National City Bank. 

The applicant states that no placement fees or discount expense will be in- 
curred in the issuance of these notes. 

The proceeds to the applicant from the issuance of the said notes will be used 
to retire two short-term (90-day) notes issued since June 30, 1952, on dif- 
ferent dates, in the aggregate amount of $2,250,000. The remainder will be 
used to meet, in part, normal construction expenditures encountered during 
the balance of 1952. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the Pub- 
lic Utilities Commission of South Dakota, the Board of Railroad Commissioners 
of Montana, the Railroad and Warehouse Commission of Minnesota and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on September 25, 1952 (17 F. R. 8553), stating 
that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before October 8, 1952. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission's order entered March 11, 
1947, In the Matter of Montana-Dakota Utilities Co., docket No. IT-6029, 6 
rr. P. C. 466. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issu- 
ance of securities is, therefore, not exempt by virtue of that section from 
the requirements of section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$4,000,000, described above, will be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will be 
for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate principal 
amount of $4,000,000, upon the terms and conditions and for the purposes speci- 
fied in the application, hereby is authorized subject to the provisions of this 
order. 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
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Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(() Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Adopted: October 9, 1952. Issued: October 10, 1952. 


Order authorizing issuance of securities 
Sierra Pacific Power Co. 
Docket No. BE-6455 


Sierra Pacific Power Co. (applicant), a corporation organized and existing 
under the laws of Maine, domesticated and authorized to do business in the 
States of California and Nevada, having its principal business office in Reno, 
Nev., filed its application September 11, 1952, and amendments thereto on 
September 22, 25, October 1, and 7, 1952, for an order pursuant to section 
204 of the Federal Power Act authorizing the issuance of 26,775 shares of 
common stock (par value $15 per share). 

Applicant proposes to offer this stock to the holders of its preferred stock 
and common stock pursuant to preemptive rights. The offer is to be a pro rata 


; distribution of one share for each six shares of preferred stock and one share 
for each twelve shares of common stock through the issuance of subscription 
‘ warrants. The issue will be underwritten. 

The subscription price of the proposed issue has been fixed at $23 per share 
i by the board of directors. The underwriter’s spread is to be $0.40 per share for 
= each of the 26,775 shares plus the additional sum of $0.95 per share for each 
:- of said shares purchased from the applicant by the underwriters (including 
" shares purchased by the underwriters through exercise of warrants). 

The net proceeds obtained from the propesed stock issue will be used to 
if pay, in part, temporary bank loans obtained to meet current construction ex- 
if penses and to finance other construction expenditures, 

n Written notice of the aforesaid application has been given to the Public Utili- 
ties Commission of California and the Public Service Commission of Nevada and 

he to the Governor of each of those States. Notice of the application has also 

ss heen given by publication in the Federal Register on September 19, 1952 (17 F. R. 

th S445), stating that any person desiring to be heard or to make any protest with 

ch reference to the application should file a petition or protest on or before October 

be 1,1952. No petition or protest or request to be heard in opposition to the grant- 
ing of said application has been received. 

The Public Utilities Commission of California and the Public Service Com- 

mission of Nevada by respective letters filed September 29, 1952, stated that they 
‘al had no objections to the proposed issuance. 
ot The Commission finds: 
his (1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
of described and set out in the Commission’s order dated November 26, 1940, In 
ice, the Matter of Sierra Pacific Power Co., docket No. IT-5658, 2 F. P. C. 839. 
ter (2) The proposed issuance of common stock will constitute an issuance of 
ory Securities within the purview of section 204 of the Federal Power Act. 


(3) Applicant is not organized and operating in a state under the laws of 
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which its security issues are regulated by a state commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) Inasmuch as the proceeds from the sale of the proposed issuance of 
common stock will be less than $1,000,000, the proposed issuance is exempt by 
section 34.la (3) of the Commission's rules, from the requirement of competitive 
bidding. 

(5) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through ownership of securities or otherwise between applicant 
and the underwriters, Stone & Webster Securities Corp. and Dean Witter & Co. 
The underwriting fees to be paid were fixed by arm’s-length bargaining and do 
not appear to be unreasonable. 

(6) The proposed issuance of securities as hereinafter authorized will be 
for lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a “public utility” and which 
will not impair its ability to perform that service, and is reasonably ap- 
propriate for such purposes. 

(7) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, 
upon the terms and conditions and for the purposes specified in the applica- 
tion, be and the same hereby are authorized, subject to the provisions of this 
order. 

(B) This authorization shall expire unless the transaction authorized is 
consummated within 60 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, Valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


idopted: October 7, 1952. Issued: October 7, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Mississippi Valley Gas Co. 
Docket No. G—1759 


Om August 10, 1951, Mississippi Power and Light Co. (Mississippi Power), 
a Florida corporation having its principal place of business at Jackson, Miss., 
filed an application pursuant to section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing it to construct and operate 
approximately 24% miles of 2-inch natural gas transmission pipeline to extend 
from a sales metering station on the 18-inch pipeline of Texas Gas Transmissiou 
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Corp. in Mississippi to the town of Jonestown, Miss., for the purpose of pro- 
viding natural-gas service at retail in Jonestown and along the proposed trans- 
mission line. There is no gas service available at present in Jonestown. 

On August 22, 1952, Mississippi Power and Mississippi Valley Gas Co. 
(Mississippi Valley), a Mississippi corporation having its principal place of 
business at Jackson, Miss., filed a joint petition to amend said application filed 
on August 10, 1951, wherein they requested that the Commission issue an order 
substituting Mississippi Valley for Mississippi Power as applicant in docket 
No. 1759. On September 16, 1952, the Commission issued its order in the above- 
entitled docket substituting Mississippi Valley as applicant in docket No. 
G-1759. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 7, 1952, respecting the matters involved and the issues presented by 
said application. No protest to the application has been received. 

The record shows that, subsequent to the filing of its application herein on 
August 10, 1951, Mississippi Power sold all of its gas properties, rights, and 
franchises to Mississippi Valley pursuant to a certificate of public convenience 
and necessity issued on March 11, 1952, in docket No. G—1865. 

The record further shows that Texas Gas Transmission Corp. was issued a 
certificate of public convenience and necessity in docket No. G-1847 on July 25, 
1952, wherein it was authorized, inter alia, to make gas available to Mississippi 
Valley Gas Co. for the purpose of providing natural-gas service to Jonestown. 

Estimated peak-day sales by Mississippi Valley to Jonestown will amount 
to 230 M. ec. f. per day in the fifth year of operation. Cost of the proposed 
transmission line is estimated at $13,000. 

The Commission finds: 

(1) Mississippi Valley Gas Co., a Mississippi corporation having its prin- 
cipal place of business at Jackson, Miss., owns and operates, among other 
facilities, a natural-gas transmission system located in the State of Mississippi, 
leases and operates natural-gas transmission pipelines and appurtenant fa- 
cilities owned by certain political subdivisions of the State of Mississippi, and 
is engaged in the transportation of natural gas produced in Mississippi and 
other States; and by such operations be engaged in the transportation of natural 
gus in interstate commerce, subject to the jurisdiction of the Commission and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (¢) and (e) of section 7 of the 
Natural Gas <Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission there 
under. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 
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The Commission orders: 
(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Mississippi Valley Gas Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding and the exhibits appended thereto. for the transportation 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the conditions of this order. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force and effect unless accepted 
in writing by Mississippi Valley Gas Co. within 30 days from the date of 
issuance of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities herein authorized to be constructed shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by Mississippi Valley Gas Co. within 6 months from the 
date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and four conformed copies of the following: (a) within 10 days after 
the bona fide beginning of construction, notice of the date of such beginning; 
(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein: (¢) within 
10 days after the facilities herein authorized have been constructed and placed 
in service or any operation and service herein authorized has commenced, 
notice of the date of such placement and commencement; and (d) within 6 
months after the facilities herein authorized have been constructed and placed 
in service and operations as herein authorized have commenced, a statement 
showing the actual cost of constructing said facilities and showing separately 
the actual cost of labor, materials, rights-of-way, damages, surveys, engineer- 
ing, inspection, overhead, interest during construction, contingencies, and all 
other items of cost, together with a statement showing and explaining the 
cause for any difference between actual cost and estimates of cost relied upon 
by applicant in this proceeding. 

(3) The certificate hereby issued is not transferable and shall be effective 
only so long as Mississippi Valley Gas Co. continues the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission. 


Adopted: October 9, 1952. Issucd: October 14, 1952. 








Determination 





for highway right-of-way under section 24 of the Federal 


Power Act 
Land Withdrawn in Project No. 18 
Docket No. DA-437-Idaho—Idaho Department of Public Works 
An application (ITdaho—02783) was filed by the Idaho Department of Public 
Works, of Boise, Idaho, for a highway materials site under the act of November 


9, 1921 (42 Stat. 212-216) requiring a determination under section 24 of the 
Federal Power Act with respect to the affected portions of the following de- 
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scribed tracts of land only : Boise meridian, Idaho: T. 10 S., R. 18 E., Sec. 11, lots 
1 and 2. 

The subject lands were withdrawn in project No. 18 on January 29, 1921, 
and are under license to the Twin Falls project of the Idaho Power Co. 

Portions of each of the above described lots lie outside of the project boundaries, 
which said portions are the subject of a favorable determination by the Com- 
mission in its October 5, 1943 order (docket Nos. DA-300, DA-305 and DA-360, 
Idaho). 

The portions of lots 1 and 2 in section 11, which are now included in the 
project boundary but lie above the flowage limits of project No. 18, will not be 
injured or destroyed for power purposes by the use proposed as a highway 
materials site. 

Interested Federal officials have reported on the application. 

The Commission determines: 

The value of the affected portions of the above described lots, now occupied 
by project No. 18 for power purposes, will not be injured or destroyed for power 
development purposes by location thereon of a highway materials site, subject 
to the provisions of section 24 of the Federal Power Act, and subject to the 
stipulation that, if and when the lands are required wholly or in part for 
power purposes, all structures, machinery, or improvements placed thereon 
Which shall be found to interfere with any such development shall be removed 
or relocated to eliminate interference with power development without expense 
to the United States or its permittees or licensees, and that the State will pro- 
tect the reservoir and other project works from any damage arising from its 
contemplated use or operations at the materials site by means of substantial 
dikes or other adequate structures to confine all tailings, debris or other materials 
from being washed or carried into the reservoir of project No. 18. 


Adopted: October 9, 1952. Issued: October 10, 1952. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Reserve No. 129 and Power Site Classification 


No. 324 
Docket No. DA-115-Washington—Farl F. Topping 


An application was filed by Earl F. Topping, of Creston, Wash., for restoration 
to entry, requiring a determination under section 24 of the Federal Power Act 
with respect to the following-described lands: Willamette meridian, Washington : 
T. 28 N., R. 34 E., sec. 28, lot 8; sec. 29, lots 3 and 4; sec. 32, lots 1, 2, 3. 6, 7, 8, 
9, 11, and 12; sec. 33, lots 9, 10, 13, 14, and 16: area: 306.91 acres. 

The lands lie along Franklin D. Roosevelt Lake formed by Grand Coulee Dam 
on the Columbia River and above the maximum normal pool at elevation 1,290 
feet. The lands in lots 1, 2, and 3, sec. 52, are withdrawn in power site reserve 
No. 129, dated March 23, 1910, and the remaining lands are withdrawn in power 
site classification No. 324, dated April 29, 1941. 

The power value of the lands lies in their possible use for access to the 
reservoir. 

No plans are known to use the lands for power development and their use in 
the meantime for other purposes as hereinafter provided will not affect materi- 
ally their power value. 
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Interested federal officials have reported on the application and state officials 
have interposed no objection to the application. 


The application also seeks restoration to entry of the lands in lots 4 and 10 
of sec. 32, T. 28 N., R. 34 E., Willamette meridian, Washington. Pursuant to appli- 


cation for restoration to entry, the Commission on February 12, 1946, determined 
(DA-96—Washington) that the value of the said lands in lots 4 and 10 would 
not be injured or destroyed for purposes of power development by location, entry, 
or selection under the public land laws, subject to the provisions of section 24 
of the Federal Power Act. 

The Commission finds: 

A determination under section 24 of the Federal Power Act with respect to the 
lands in lots 4 and 10, see. 32, T. 28 N., R. 34 E., Willamette meridian, Washington, 
is neither necessary nor appropriate. 

The Commission orders: 

The aforesaid application insofar as it concerns the lands described in the 
above finding is dismissed. 

The Commission determines: 

The value of the lands in lot 8, sec. 28, in lots 3 and 4, sec. 29, in lots 1, 2, 3, 6, 
7, 8, 9, 11, and 12, sec. 32, and in lots 9, 10, 13, 14, and 16, sec. 33, T. 28 N., R. 34 E., 
Willamette meridian, Washington, will not be injured or destroyed for purposes 
of power development by location, entry, or selection under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above-described lands remain in a withdrawn status until the Bureau of 
Land Management, Department of the Interior, issues a formal order of restora- 
tion, and no preference right to the lands is acquired by the filing of the applica- 
tion for restoration or by this action taken by the Commission with respect to 
the lands. 


Adopted: October 9,1952. Issued: October 10, 1952. 


Order suspending proposed rate schedules and providing for hearing 
Transcontinental Gas Pipe Line Corp. 
Docket No. G—2075 


On September 17, 1952, Transcontinental Gas Pipe Line Corp. (Transcon- 
tinental), pursuant to part 154 of the Commission’s general rules and regula- 
tions, filed with the Commission second revised sheets Nos. 5, 9, 12, 17, 19, and 24, 
third revised sheet No. 16, first revised sheets Nos. 39, 40 and 41, and original 
sheet No. 41—-A to its F. P. C. gas tariff, original volume No. 1, proposed to 
become effective October 18, 1952. 

The proposed rate schedules would increase the presently effective rates 
and charges to Transcontinental’s interstate wholesale customers. According 
to Transcontinental, based on estimated sales for the year ending September 30, 
1953, the proposed rate schedules would result in increased rates and charges 
of $9,819,394, an increase of 20 percent, distributed among the companies and 
communities and in the amounts set out in appendix A hereto. 

Transcontinental avers that the proposed increased rates are necessitated 
in order to meet the present cost of service, particularly increased costs of 
plant, increased operating expenses and the impact of Federal income taxes. 

Copies of the proposed rate schedules, together with copies of material sub- 
mitted by Transcontinental to this Commission pursuant to section 154.63 
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of the Commission’s general rules and regulations (18 CFR 154.65), were 
transmitted by Transcontinental to each of its interstate wholesale customers 
and to the State commissions concerned. Many of the State commissions and 
customer companies have requested suspension and hearing. 

The rates, charges and classifications set forth in second revised sheets Nos, 
5, 9, 12. 17, 19 and 24, third revised sheet No. 16, first revised sheets Nos. 39, 
40 and 41, and original sheet No. 41—-A to Transcontinental’s F. P. C. gas tariff, 
original volume No. 1, may be unjust, unreasonable, unduly discriminatory and 
preferential, and may place an undue burden upon the ultimate consumers of the 
natural gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforces 
ment of the provisions of the Natural Gas Act that the Commission enter 
upon a hearing, pursuant to section 4 of the Natural Gas Act, concerning the 
lawfulness of the rates, charges, classifications and services set forth in Trans 
continental’s second revised sheets Nos. 5, 9, 12, 17, 19 and 24, third revised 
sheet No. 16, first revised sheets Nos. 39, 40 and 41, and original sheet No. 41—A 
to its F. P. C. gas tariff, original volume No. 1; and that said tariff sheets filed 
in this proceeding be suspended pending hearing and decision thereon, 

The Commission orders: 

(A) A public hearing be held at a date and place hereafter to be fixed by the 
Commission concerning the lawfulness of the rates, charges, classifications and 
services, subject to the jurisdiction of the Commission, as set forth in second 
revised sheets Nos. 5, 9, 12, 17, 19 and 24, third revised sheet No. 16, first revised 
sheets Nos. 39, 40 and 41, and original sheet No. 41-A to F. P. C. gas tariff, 
original volume No. 1, filed by Transcontinental Gas Pipe Line Corp. 

(B) Pending such hearing and decision thereon, said tariff sheets filed in this 
proceeding by Transcontinental on September 17, 1952 be and the same hereby 
are suspended and the use thereof is deferred until March 18, 1953, and until 
such further time thereafter as such tarilf sheets may be made effective in 
the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 
18 and 1.37 (f) (18 CFR 18 and 1.37 (f)) of the Commission's rules of 
practice and procedure. 


idopted: October 14,1952. Issued: October 15, 1952. 


APPENDIX A.—Transcontinental gas pipeline corporation distribution of inercase 


in rates year ending September 30, 1953 
Purchaser 


Rate Schedule CD-2 


Increase 


Consolidated Edison Co. of N. Y., Ine $2, SS2, 670 
Brooklyn Union Gas Co 1, 666, 995 
Brooklyn Borough Gas Co 185, 791 
Kings County Lighting Co 175, 516 
Public Service Elec. & Gas Co 1, 539, 385 
Philadelphia Electric Co 921, 670 
South Jersey Gas Co $39, 412 
Klizabethtown Consol. Gas Co 297, 220 
Long Island Lighting Co___ 715, 765 
The Philadelphia Gas Works Co ‘ 540, 190 


Piedmont Natural Gas Co., Inc j ; : : 154, 781 
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Rate Schedule G-1 
Purchaser 
Alexander City, Ala__- 
Winder, Ga__- 
Atlanta Gas Light Co 
Butler, Ala 
Linden, Ala__-- 
Newton County Gas Co 
Commerce, Ga 
Georgia Gas Co_-_ 
Thomaston, Ala__ 
Roanoke, Ala___- 
Monroe, Ga____- 
Clanton, Ala 
Wadley, Ala___- 
Buford, Ga 
Sugar Hill, Ga 
Jefferson, Ga 
Lawrenceville, Ga___ 


Bowman, Ga_- 
Elberton, Ga 


Clinton Newberry Natural Gas Authority___..__..-_--__-_-_--___~_ 


Public Service of N. C., Ine 
Danville, Va___-- 

Carolina Natural Gas Corp 
Frederick Gas Co., Ine 
Hartwell, Ga 

Blackburg, S. 


Toccoa, Ga__- 
Laurens, 8S. C 
Royston, Ga____- 


North Carolina Gas Corp__--- 


South Carolina Gas Co 


Southwestern Va. Gas Co__ 


Total_ 


$10, 497 
7, 069 
28, 721 
118 

177 

477 

2, 583 

, 658 


|09 
O00 


, 192 
, 415 
O9S 
622 
, 873 
921 
958 


2, 852 


TAT 
DST 

8, 185 
, 514 
5} 

. 166 
116 

. 825 
620 

, 816 
24, T52 
7, 853 
13, 044 
14, 874 


f, ode 


9, 819, 304 


Order suspending proposed rate schedules and consolidating proceedings 


United Gas Pipe Line Co. 


Docket Nos. G—2019, G—2074 


On September 16, 1952, United Gas Pipe Line Co. (United) filed first revised 
sheet Nos. 14 and 15 to its F. P. C. gas tariff, original volume No. 1, which, 
unless suspended, will become effective October 17, 1952, and will result in an 
increase of approximately $131,258—based on estimated sales for the year 
ending September, 1953—to United Gas Corp. for resale in 15 communities and 
towns located in northwest Mississippi. The new rates are proposed to become 


effective October 15, 1952. 
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United asserts that increased rates are necessary because of (a) the present 
cost and proposed increase in the cost of gas purchased from Tennesee Gas 
Transmission Co. (Tennessee); (Db) an increase in the Federal income tax 
rate from 38 percent, when the present rates were established, to the current 
52 percent rate; and (c) the impact of increases in other operating costs. 

In support of the level of the proposed rates and charges, United submitted 
the same total system cost data submitted by it in support of its rate increase 
application at docket No. G-2019, which was suspended by the Commission’s order 
issued August 1, 1952, until January 3, 1953, and until such further time as 
the proposal may be made effective in the manner prescribed by the Natural 
Gas Act. These cost data are based on the year 1951, as adjusted, and have 
been assigned directly or allocated to each of United's various rate districts, 
including the northwest Mississippi area. United's costs of service allocated 
to the northwest Mississippi area are further adjusted to include the proposed 
rate increase of Tennessee. 

Approximately 60 percent of United’s total claimed costs for its sales in the 
northwest Mississippi area reflect the increased cost of gas purchased as ap- 
plied for by Tennessee at docket No. G-2052. The Commission suspended 
Tennessee’s application at docket No. G—-2052 until February 15, 1953, and until 
such further time as the proposal may be made effective in the manner pre- 
scribed by the Natural Gas Act. 

In addition, United’s claimed costs of service are premised, as the Commission 
noted in its order issued August 1, 1952, at docket No. G-2019, on a rate base 
including the total amounts in its gas plant acquisition adjustment account 
which, in whole or in part, may be improper for this purpose, and amounts 
for working capital which have been computed without regard to the availability 
of Federal and other tax accruals for this purpose. United also claims here, as 
at docket No. G—2019, a rate of return of 64% percent without submitting financial 
facts in support thereof, income taxes associated with such rate of return, and 
the expense of amortizing the total amounts in the aforesaid gas plant acquisi- 
tion adjustment account on an accelerated basis. Data are not available from 
the rate increase application to evaluate United’s treatment of gasoline opera- 
tions and an apparent change in the method of determining depreciation expense 
from the depreciation rates used in the proceeding In the Matter of United Gas 
Pipe Line Co., docket No. G—-148, both of which items are reflected in the allocated 
costs to the northwest Mississippi area. 

It appears, therefore, that for these reasons, among others, the proposed 
increase in rates and charges as contained in proposed first revised sheet Nos. 
14 and 15 to United’s F. P. C. gas tariff, original volume No. 1, may be unjust, 
unreasonable, unduly discriminatory or preferential or otherwise unlawful, and 
may place an undue burden upon ultimate consumers of natural gas. 

No comment has been received from United Gas Corp., which is the parent 
of United, with respect to the proposed rate increase. The cities of Water 
Valley and Oxford, Miss., which are served at retail by United Gas Corp., protest 
the proposed rate increase. General questions concerning the proposed rate 
increase were raised by Willmut Gas & Oil Co., a customer of United and an 
intervener at docket No. G—2019. 

The issues raised by the filing by United of first revised sheet Nos. 14 and 15 
to its F. P. C. gas tariff, original voluine No. 1 are closely related to the issues 
raised by its proposed increase in rates and charges at docket No. G—2019, 
inasmuch as the total system cost data in support thereof are the same. 
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The Commission finds: 
(1) It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act and to aid in the enforcement thereof in the public interest, that the 
Commission enter upon a hearing pursuant to the authority contained in section 
4 (e) thereof, concerning the lawfulness of the proposed rates, charges, classifi- 
cations or services contained in first revised sheet Nos. 14 and 15 to United 
Gas Pipe Line Company's F. P. C. gas tariff, original volume No. 1 and, pending 
such hearing and decision thereon, that the operation of United Gas Pipe Line 
Company’s first revised sheet Nos. 14 and 15 to its F. P. C. gas tariff, original 
volume No. 1, be suspended and use thereof deferred as provided by the Natural 
Gas Act. 

(2) Good cause exists to consolidate the proceeding at docket No. G—2074 
with the proceeding at docket No. G-2019 for purposes of hearing. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place and at a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges, Cclassifi- 
cations, or services, subject to the jurisdiction of the Commission, as set forth 
in first revised sheet Nos. 14 and 15 of United Gas Pipe Line Company’s F. P. C 
gas tariff, original volume No. 1. 


(B) Pending such hearing and decision thereon, said first revised sheet Nos. 
14 and 15 to United Gas Pipe Line Company's F. P. C. gas tariff, original volume 
No. 1, filed on September 16, 1952, be and they hereby are suspended and the 
use thereof is deferred until March 17, 1953, and until such further time there- 
after as such first revised sheet Nos. 14 and 15 may be made effective in the 
manner prescribed by the Natural Gas Act. 

(C) The proceeding at docket No. G-2074 be and the same is hereby con- 
solidated for purposes of hearing with the proceeding at docket No. G—2019. 

(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission at docket Nos. G—1142, 
G—1158 and in any proceeding now pending, or hereafter instituted, by or against 
United Gas Pipe Line Co. 

(E) Interested state commissions may participate as provided by sections 
1.8 and 1.87 (f) 18 CFR 1.57 (f) of the Commission’s rules of practice and 
procedure. 


tdopted: October 14, 1952. Issued: October 15, 1952. 


Order denying application for rehearing 
Indiana Gas & Water Co., Inc., and Texas Gas Transmission Corp. 
Docket Nos. G-1551, G-1552 


On September 15, 1952, Texas Gas Transmission Corp. (‘Texas Gas) filed a 
document entitled “Petition of Texas Gas Transmission Corp. for re-hearing” 
with respect to the Commission's order issued August 18, 1952, in these pro- 
ceedings. By that order the Commission modified and affirmed as modified the 
initial decision of the presiding examiner filed herein on August 30, 1951, and 
denied the petition of Texas Gas at docket No. G—1552 and that of Indiana Gas 
& Water Co., Inc. (Indiana Gas) at docket No. G—1551 for an order of the Com- 
mission directing Panhandle Eastern Pipe Line Co. (Panhandle), respondent 
in these proceedings, to deliver such quantities of natural gas per day at its Dan 
ville, Ind., connection as Texas Gas may request from time to time up to Pan- 
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handle’s full contractual obligation of 18,000 M. ¢. f. per day for resale to Indiana 
Gas. 

No application for rehearing was filed by Indiana Gas. 

Texas Gas seemingly contends that service to it by Panhandle is inadequate 
unless Panhandle delivers more than 8,500 M. c. f. per day of the contract 
quantity at Danville. Panhandle’s other deliveries under the contract are 
made at Montezuma, Ind. 

The record here shows that Panhandle is rendering adequate service to Texas 
Gas. Panhandle has at all times involved, as the presiding examiner correctly 
observed, discharged its contract obligations with Texas Gas according to the 
contract terms and its duty assumed under its “Grandfather” certificate as it 
relates to such contract and sale. That Indiana Gas was not receiving adequate 
service from Texas Gas is not traceable to inadequate service to the latter by 

*anhandle. By its petition herein, Texas Gas is apparently attempting, in 
part at least, to shift its primary responsibility to serve Indiana Gas to Pan- 
handle. It would not be equitable to Panhandle and, more importantly, to the 
customers of Panhandle to permit such shift in responsibility. 

Texas Gas also contends that unless Panhandle delivers more than 8,500 
M. c. f. per day at Danville, Texas Gas will be unable to meet the estimated 
peak-day requirements of Indiana Gas for the 1952-1958 and 1953-1954 winters 
Indiana Gas estimates it will require, on a peak day, 42,460 M. ¢. f. in the winter 
of 1952-1953, and 47,406 M. ¢. f. in the winter of 1953-1954. Those requirements 
include, however, an interruptible-industrial sale of 9,500 M. c. f. Thus, the 
firm peak-day requirements of Indiana Gas are estimated to be 32,960 M. c. f. 
on a zero day in the winter of 1952-1953; 37,906 M. ¢. f. in the winter of 1953 
1954. 

In its application for rehearing Texas Gas states that it has negotiated an ex- 
change agreement with Texas Eastern Transmission Corp. (Texas Eastern) 
which now requires deliveries up to 25,000 M. ¢. f. per day at Mitchell and 
Seymour, Ind. (instead of up te 10,000 M. ¢. f. per day as provided previously ) 
to be made available to Indiana Gas. Texas Gas further states that to meet 
the requirements of Indiana Gas in the winters of 1952-1953 and 1953-1954 it 
has available 8,500 M. ¢. f. per day at Danville from Panhandle; 5,000 M. ¢. f 
per day through the old Universal lateral extending from its North-South line 
to Martinsville, Ind., over which is transported gas obtained from Panhandle 
at Montezuma; and 25,000 M. « f. per day through the Mitchell and Seymour 
connections with the system of Texas Eastern. Thus, Texas Gas is able to supply 
Indiana Gas with 38,500 M. c. f. per day. That supply is more than sufficient 
to take care of the firm peak-day requirements of Indiana Gas through the 
next two succeeding winters. 

The Commission finds: 

The assignment of error and grounds for rehearing set out in the applica 
tion of Texas Gas Transmission Corp. for rehearing do not raise any questions 
of fact or of law not fully considered by the Commission prior to the issuance 
of its order modifying and affirming as modified the initial decision of the pre 
siding examiner herein, or which, having now been considered, warrant further 
hearing, modification, or revocation of said order. 

The Commission orders: 

The application for rehearing filed by Texas Gas Transmission Corp. on Sep- 
tember 15, 1952, be and it is hereby denied. 

Commissioner Draper not participating. 

Adopted: October 14, 1952. Issued: October 15, 1952. 
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Order issuing new license (minor) 
Kenneth J. Bolles 
Project No. 1815 


Application was filed March 24, 1952, by Kenneth J. Bolles, of Troy, Mont., 
for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 1815, located on an unnamed stream, 
commonly known as Mahoney Springs, and tributary to Kootenai River, in Lin- 
coln County, Mont., and affecting public lands of the United States in sec. 14, 
T. 31 N., R. 33 W., Principal meridian, Mont. 

The project—the original license for which expired March 23, 1952—occupies 
2.27 acres of lands of the United States and consists of : 

(a) All lands constituting the project area and enclosed by a project bound- 
ary or the limits of which are otherwise defined ; 

(b) Project structures, comprising a diversion dam, 4 feet wide and 2 feet 
high; 730 feet of 3-inch pipeline; a 6x 12-foot frame powerhouse having a 5 
horsepower Pelton wheel, operating under a static head of 250 feet; an electric 
generator; and a 300-foot transmission line; and 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which formed part of the expired license, which map is desig- 
nated and described as follows : 

Exhibit C—(F. P. C. No. 1815-1), a map in one sheet entitled “Mahoney 
Springs minor power project,” filed with the Commission December 27, 1940, 
and approved by the Commission November 18, 1941. 

The original license for the project was issued to Kenneth J. Bolles on March 
24, 1942, for a period of 10 years. 

The Under Secretary of the Interior has reported on the application. 

The Department of Fish and Game of the State of Montana has reported on 
the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 
(2) No conflicting application is before the Commission. 


> 


(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with any reservation or withdrawal of 
publie lands. 

(5) The installed capacity of the project is 5 horsepower and the energy gen- 
erated thereby is used by the applicant for domestic purposes. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission's rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 
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Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and to the ac- 
ceptance and expression in the license of terms and conditions of the act which 
are hereinafter waived; 10 (a); 10 (c¢), insofar as it relates to depreciation re- 
serves; 10 (d); 10 (f); 11; 12: 14, except insofar as the power of condemnation 
is reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 
25 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to Kenneth J. Bolles under 
sections 4 (e) and 15 of the act for a period of 10 years, effective as of March 
24, 1952, for the operation and maintenance of minor project No. 1815 upon 
lands of the United States, subject to the terms and conditions of the act which 
is hereby incorporated by reference as a part of this license (except that the 
terms and conditions of part I of the act referred to in finding (7) above are 
hereby waived to the extent therein specified), and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and 
made a part hereof. 

(C) Exhibit C (F. P. C. No. 1815-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall be 
signed by the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 

idopted: October 14,1952. Issued: October 16, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 261 
Docket No. DA-775-California—Clarence E. Payne 


An application was filed by Clarence E. Payne, of San Francisco, Calif., 
for restoration to mineral entry, requiring a determination under section 24 
of the Federal Power Act with respect to the following-described land: 
Mount Diablo meridian, California: T. 6 N., R. 12 E., see. 24, lot 2 (SEYNE\W);: 
Area: 38.70 acres. 

The land, which lies on top of the ridge to the south of the South Fork 
Mokelumne River at elevations 2600 to 2840 feet and above elevation 2455 
the maximum normal pool level for the proposed Railroad Flat Reservoir 
on the South Fork Mokelumne River—is withdrawn in power site reserve No. 
261, dated April 19, 1912. 

The power value of the land lies in its possible use for conduit location. 

Development appears remote and use of the land in the meantime for 
other purposes, including mining purposes as contemplated by the applicant, 
Will not affect materially its power value. 


304039—57——88 
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Interested federal and state officials have reported favorably on the applica- 
tion. 









The Commission determines: 

The value of the above-described land will not be injured or destroyed for 
purposes of power development by location, entry, or selection under the 
public land laws, subject to the provisions of section 24 of the Federal Power 
Act, as amended. 

The above-described land remains in a withdrawn status until the Bureau 
of Land Management, Department of the Interior, issues a formal order of 







restoration, and no preference right to the land is acquired by the filing of 
the application for restoration or by this action taken by the Commission 
with respect to the land. 


Adopted: October 14, 1952. Issued: October 15, 1952. 










Order issuing certificate of public convenience and necessity, and ertending rate 


schedules 
Transcontinental Gas Pipe Line Corp. and Texas Eastern Transmission Corp. 


Docket No. G 





1955 



















On May 9, 1952, Transcontinental Gas Pipe Line Corp. (Transcontinental) 
and Texas Eastern Transmission Corp. (Texas Eastern) filed a joint application 
for a certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of metering and 
other necessary facilities to interconnect the 20-inch Marcus Hook lateral of 
Transcontinental and the 20-inch South lateral of Texas Eastern near Phila- 
delphia, Pa., and the operation of other facilities now in place in such a manner 
as to carry out the terms of certain contracts as hereinafter referred to. Such 
facilities are proposed to be utilized for the delivery of natural gas by Transcon- 
tinental to Texas Eastern at an interconnection near Philadelphia and by Trans- 
continental to Philadelphia Electric Co., near West Conshohocken, for the 
account of Texas Eastern. Texas Eastern in turn will deliver equivalent volumes 
of natural gas to The East Ohio Gas Co., New York State Natural Gas Corp.., 
The Peoples Natural Gas Co., (The Consolidated Group), United Natural Gas 
Co., and the Indiana & Water Co., Ine. 

On May 9%, 1952, Transcontinental filed an agreement dated May 7, 1952, 
designated as Transcontinental’s rate schedule X—5, original sheet Nos. 14 
through 17 to its F. P. C. gas tariff, original volume No. 2, for the sale of 
natural gas to the East Ohio Gas Co., New York State Natural Gas Corp., 
and the Peoples Natural Gas Co.; an agreement dated May 8, 1952, for the 
sale of natural gas to Indiana Gas & Water Co., Inc., designated as Transcon- 
tinental’s rate schedule X—G, original sheet Nos. 18 through 21 to its F. P. C. 
gas tariff, original volume No. 2; and an agreement dated May 8, 1952, for 
the sale of natural gas to United Natural Gas Co., designated as Transcon 
tinental’s rate schedule X-7, original sheet Nos. 22 through 25 to its F. P. C. 
gas tariff, original volume No. 2. 









On the same date, Texas Eastern, which is a party to each of the fore- 
going agreements, filed the same agreements as Texas Eastern’s rate schedules 
X-20, X-21 and X—22, respectively, consisting of original sheet No. 178 through 


191 to its F. P. C. gas tarilf, original volume No. 2. 
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The agreements provide for the sale by displacement of natural gas by 
Transcontinental for underground storage purposes in order that the purchasers 
may meet their anticipated peak-day demands during the 1952-55 winter heating 
season. The agreements also provide for the delivery of the gas by Texas Eastern 
to the purchasers. 

The gas is to be sold by Transcontinental at 2S cents per M. c. f., which is 
approximately Transcontinental’s Zone No. 2, 100 percent load factor price, 
under its presently effective rate schedule Cl-2. Texas Bastern proposes to 
make no charge under the agreements. 

Transcontinental and Texas Bastern were issued temporary authorization on 
May 15, 1952, to construct and operate the facilities and make sales and de- 
liveries of natural gas as proposed in their joint application herein, upon the 
condition, among others, that such gas shall be placed in storage by the pur- 
ehasers. That authorization was made terminable at any time by the Com- 
mission, and was not to extend beyond September 30, 1952. Pursuant thereto, 
construction of the facilities has been completed and they were placed in oper- 
ation on May 16, 1952. 

The Commission, by its order issued May 15, 1952, in addition to the authoriza- 
tion above referred to, allowed the rate schedules of Transcontinental and 
Texas Eastern, filed on May 9, 1952, to become effective as of May 16, 1952. 

On September 16, 1952, Transcontinental and Texas Eastern filed an amend- 
ment to their joint application filed on May 9, 1952, seeking authorization from 
the Commission to continue to operate the facilities above described, and to 
render the service above referred to, until November 30, 1952. 

On September 26, 1952, the Commission extended the term of the temporary 
certificate previously granted in docket No. G—-1955 on May 15, 1952, to and 
including October 15, 1952, terminable at any time by the Commission. In addi- 
tion, on the same date, the Commission accepted for filing Transcontinental’s 
first revised sheets 14-25, inclusive, comprising rate schedules X—5, X-6 and 
X-7, to its F. P. C. gas tariff, original volume No. 2, and Texas Eastern’s first 
revised sheets 178-191, inclusive, comprising rate schedules X—20, X—21 and X-22, 
to its F. P. C. gas tariff, original volume No. 2 effective for the period of 
October 1, 1952, to and including October 15, 1952. Such rate schedules, bearing 
an execution date of September 3, 1952, are in substance identical with 
those accepted by the Commission’s order of May 15, 1952—the only difference 
being an extension of the term. 

The cost of the facilities, which are the subject matter of the application filed 
herein, approximate $13,895 consisting of $12,592 for the facilities and meter 
Station to be operated by Transcontinental and $1,303 for the interconnecting 
facilities of Texas Eastern. 

Philadelphia Electric Co., on September 30, 1952, filed a petition to intervene. 
On October 3, 1952, the Commission granted such petition. Philadelphia Electric 
Co. later participated in the hearing on October 3, 1952, but offered no evidence 
either in opposition to or support of the joint application, as amended, of Trans 
continental and Texas Eastern. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 3, 1952, respecting the matters involved and the issues presented by 
said application as amended. 

' Transcontinental proposes to submit, during the year of 1952, a plan which would en 


compass the utilization of the facilities herein referred to on a permanent basis for exchanges 
of gas by and between Transcontinental and Texas Eastern. 
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During the course of hearing in this matter, counsel for Transcontinental 
moved, pursuant to sec. 1.30 (¢) of the Commission's rules of practice and pro- 
cedure, that the intermediate decision procedure be omitted. All counsel par- 
ticipating in the proceeding concurred in said motion. 

The Commission finds: 

(1) All parties participating in this proceeding having concurred in the motion 
made by counsel for Transcontinental to omit the intermediate decision pro- 
cedure, and the provisions of sec. 1.30 (d) (5) of the Commission's rules of prac- 
tice and procedure having been satisfied, good cause exists for the Commission 
to forthwith render its final decision. 

(2) Transcontinental and Texas Eastern, Delaware corporations having their 
principal places of business at Houston, Tex., and Shreveport, La., respectively, 
are engaged in the transportation and sale of natural gas for resale in interstate 
commerce, subject to the jurisdiction of the Commission, and each is a “natural- 
gas Company” within the meaning of the Natural Gas Act, as heretofore respec- 
tively found by the Commission Ja the Matter of Transcontinental Gas Pipe Line 
Corp., docket No. G-1277, and In the Matter of Teras Eastern Transmission 
Corp., docket No, G—1089, 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas for resale in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Transcontinental’s and Texas 
Eastern’s existing pipeline systems, respectively, and the operation thereof is 
subject to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 

(4) Transcontinental and Texas Eastern are each able and willing properly 
to do the acts and perform the service proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules, and regulations of the Com- 
mission thereunder. 

(5) The operation by Transcontinental and Texas Eastern of the facilities 
described above, and the delivery and sale of natural gas, as proposed in the 
joint application as amended of Transcontinental and Texas Eastern, to the 
Consolidated Group, Indiana Gas & Water Company, Ine., and United Natural 
Gas Co, are required by public convenience and necessity and a certificate there- 
for should be issued as hereinafter ordered and conditioned. 

(6) Good cause has been shown for allowing Transcontinental's first revised 
sheets 14-25, inclusive, comprising rate schedules X—5, X-6 and X-7 to its F. P. C. 
gas tariff, original volume No. 2, and Texas Eastern’s first revised sheets 178-191, 
inclusive, comprising rate schedules X-—20, X-21 and X-22, to its F. P. C. gas 
tariff, original volume No, 2, to remain in effect for a further extended period 
from October 15 to and including November 30, 1952, as proposed by Transcon- 
tinental and Texas Eastern in tendering such schedules for filing. 

(7) It is appropriate in carrying out the provisions of the Natural Gas Act 
that a report be submitted by Transcontinental to the Commission once each 
week showing volumes of gas delivered each day to each purchaser listed above. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transcontinental and Texas Eastern to operate the 
facilities hereinbefore described, all as more fully described in the joint appli- 
eation herein and amendment thereto, and authorizing the delivery and sale of 
natural gas in the manner proposed in said application and amendment and 
subject to the limitations therein: Provided, howerer, That such deliveries and 
sales shall not on any one day be in excess of the following amounts and may 
continue only up to and ineluding November 30, 1952 : 
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M. c. f. 
The East Ohio Gas Co aes . ; . : 
New York State Natural Gas Corp (60, 000 
The Peoples Natural Gas Co 
United Natural Gas Co 10, 000 
Indiana Gas & Water Co., Ine 600 


(B) Transcontinental’s rate schedules X-5, X-6 and X-7, filed September 16, 
1952, and heretofore accepted for filing effective for the period October 1, 1952, 
to and including October 15, 1952, by this Commission, shall remain effective to 
and including November 30, 1952. 

(C) Texas Eastern’s rate schedules X-20, X-21 and X-22, filed September 16, 
1952, and heretofore accepted for filing effective for the period October 1, 1952, 
to and including October 15, 1952, by this Commission, shall remain effective to 
and including November 30, 1952. 

(Id) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued in paragraph (A) hereof and to the exercise of 
rights granted thereunder : 

(i) The certificate issued hereby shall be void and without force or effect 
unless it shall be accepted by Transcontinental and Texas Eastern, in writing 
and under oath, within 5 days from the date of the issuance of this order: Pro- 
vided, however, That such acceptance may be filed within 30 days from the date 
on which any application for rehearing filed herein may be deemed to have been 
denied, or within 30 days after final disposition of the judicial review of any 
petition for review that may be filed herein. 

(ii) Transcontinental and Texas Eastern shall promptly submit a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, dam- 
ages, surveys, engineering, inspection, overhead, interest during constructions, 
contingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of cost 
relied upon by Transcontinental and Texas Eastern in the proceeding in which 
the certificate is issued. 

(iii) Pending formulation and appropriate submission of a plan by Transcon- 
tinental and Texas Eastern for possible future use of the facilities constructed 
pursuant to the authorization issued by the Commission on May 15, 1952, such 
facilities shall not be removed without prior authorization of the Commission. 

(iv) The authorization granted by the certificate issued in paragraph (A) above 
shall be terminable at any time by the Commission and is without prejudice to 
any action heretofore or hereinafter taken in other proceedings, including par- 
ticularly proceedings In the Matter of Transcontinental Gas Pipe Line Corpora- 
tion, docket No. G-1277. 

(v) This certificate is not transferable in any manner and shall be effective 
only so long as Transcontinental and Texas Eastern continue the operations 
authorized by this order in accordance with the provisions of the Natural Gas Act, 
and any applicable rules, regulations, or orders of the Commission, 

(vi) The effective date of this order shall be October 15, 1952, 


Adopted: October 15,1952, Issued; October 16, 1952. 
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Order permitting substitution of proposed tariff sheets for suspended sheets 
and suspending proposed new sheets 


The Manufacturers Light & Heat Co. 
Docket No. G—1967 


The Commission, pursuant to the authority contained in section 4 of the Natural 
Gas Act, by order issued May 29, 1952, suspended and deferred the use of the 
Manufacturers Light and Heat Company’s (Manufacturers) proposed F. P. C. 
gas tariff, first revised volume No, 1, until November 1, 1952, and until such further 
time as such tariff might be made effective in the manner prescribed by the 
Natural Gas Act, and ordered that a hearing concerning the lawfulness of 
Manufacturers’ F. P. C. gas tariff, first revised volume No. 1, to be held upon a 
date to be fixed by further order of the Commission. 

On September 12, 1952, Manufacturers filed with the Commission proposed first 
revised sheets Nos. 7, 13, 23, 24, 25 and 26 and original sheet No. 7A to its F. P. C. 
gas tariff, first revised volume No. 1, and requested permission, pursuant to section 
154.66 of the Commission’s regulations under the Natural Gas Act (18 CFR 
154.66), that such filing of September 12, 1952, replace and supersede original 
sheets Nos. 7, 13, 23, 24, 25 and 26 of its F. P. C. gas tariff, first revised volume 
No. 1, which was suspended by said Commission order issued May 29, 1952. 

The change on first revised sheet No. 7 and original sheet No. 7A is to add a 
section 7, entitled “Takes in excess of contract demand,” which specifies the 
charges to be made for quantities of gas taken in excess of the contract demand. 
First revised sheet No. 13 effects a change in the definition of the term “contract 
demand.” First revised sheets Nos. 23, 24, 25 and 26 effect an elimination of sub- 
paragraph (c) of section 10 and add an additional section 10.1 so as to provide 
that the effective contract demand will be specified in the service agreement and 
for the establishment of the contract demand under certain conditions. Such 
changes do not directly affect the suspended rate level. 

The Commission finds: 

(1) Special permission should be granted for the filing of said proposed first 
revised sheets Nos. 7, 13, 23, 24, 25 and 26 and original sheet No. 7A to Manu- 
facturers’ F. P. C. gas tariff, first revised volume No. 1, as requested. 

(2) It is necessary and proper in the public interest and to aid in carrying out 
the provisions of the Natural Gas Act, that the hearing heretofore ordered by 
the Commission with respect to the lawfulness of Manufacturers’ F. P. C. gas 
tariff, first revised volume No. 1, shall concern the lawfulness of said tariff as 
amended by said first revised sheets Nos. 7, 13, 23, 24, 25 and 26 and original sheet 
No. 7A, and that said sheets shall be suspended as hereinafter provided and the 
use thereof be deferred pending hearing and decision thereon. 

The Commission orders: 

(A) Manufacturers be and it hereby is permitted to file first revised sheets 
Nos. 7, 13, 28, 24, 25 and 26 and original sheet No. 7A to its F. P. C. gas tariff, first 
revised volume No. 1, to replace original sheets Nos. 7, 13, 23, 24, 25 and 26 con- 
tained in Manufacturers’ F. P. C. gas tariff, first revised volume No. 1, which 
tariff was suspended by order of the Commission issued May 29, 1952. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
the public hearing heretofore ordered to be held upon a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges and 
classifications, subject to the jurisdiction of the Commission, contained in the 
aforesaid Manufacturers’ F. P. C. gas tariff, first revised volume No. 1, and sus- 
pended by order of the Commission issued May 29, 1952, shall concern the law- 
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fulness of said tariff as amended by said first revised sheets Nos. 7, 13, 23, 24, 25 
and 26 and original sheet No. 7A. 

(C) Pending such hearing and decision thereon, said first revised sheets Nos. 
7, 13, 23, 24, 25 and 26 and original sheet No. 7A, as filed on September 12, 1952, 
to Manufacturers’ F. P. C. gas tariff, first revised volume No. 1, subject to the 
jurisdiction of the Commission, be and they hereby are suspended and the use 
thereof deferred until November 1, 1952, and until such further time thereafter 
as said Manufacturers’ F. P. C. gas tariff, first revised volume No. 1, as amended 
by said first revised sheets Nos. 7, 13, 23, 24, 25 and 26 and original sheet No. 7A, 
might be made effective in the manner prescribed by the Natural Gas Act. 

Adopted: October 16,1952. Issued: October 16, 1952. 


Order permitting substitution of proposed tariff sheets for suspended sheets and 
suspending proposed new sheets 


Home Gas Co. 
Docket No. G—1966 


The Commission, pursuant to the authority contained in section 4 of the Natural 
Gas Act, by order issued May 29, 1952, suspended and deferred the use of Home 


‘ 


Gas Company’s (Home) proposed F. P. C. gas tariff, first revised volume No. 1, 
until November 1, 1952, and until such further time as such tariff might be made 
effective in the manner prescribed by the Natural Gas Act, and ordered that a 
hearing concerning the lawfulness of Home's F. P. C. gas tariff, first revised 
volume No. 1, be held upon a date to be fixed by further order of the Commission. 

On September 12, 1952, Home filed with the Commission proposed first revised 


sheets Nos. 7, 10, 20, 21 and 22 and original sheet No. 8 to its F. P. C. 
first revised volume No. 1, and requested permission, pursuant to section 154.66 


gas tariff, 


of the Commission’s regulations under the Natural Gas Act (18 CFR 154.66), 
that such filing of September 12, 1952 replace and supersede original sheets Nos. 
7, 10, 20, 21 and 22 of its F. P. C. gas tariff, first revised volume No. 1, which was 
suspended by said Commission order issued May 29, 1952. 

The change on first revised sheet No. 7 and original sheet No. 8 is to add a 
section 7, entitled “Takes in excess of contract demand,” which specifies the 
charges to be made for quantities of gas taken in excess of the contract demand. 
First revised sheet No. 10 effects a change in the definition of the term “contract 
demand.” First revised sheets Nos. 20, 21 and 22 effect an elimination of sub- 
paragraph (c) of section 10 and add an additional section 10.1 so as to provide 
that the effective contract demand will be specified in the service agreement and 
for the establishment of the contract demand under certain conditions. Such 
changes do not directly affect the suspended rate level. 

The Commission finds: 

(1) Special permission should be granted for the filing of said proposed first 
revised sheets Nos. 7, 10, 20, 21 and 22 and original sheet No. 8 to Home's F. P. C. 
gas tariff, first revised volume No. 1, as requested. 

(2) It is necessary and proper in the public interest and to aid in carrying out 
the provisions of the Natural Gas Act, that the hearing heretofore ordered by 
the Commission with respect to the lawfulness of Home's F. P. C. gas tariff, first 
revised volume No. 1, shall concern the lawfulness of said tariff as amended by 
said first revised sheets Nos. 7, 10, 20, 21 and 22 and original sheet No. 8, and 
that said sheets shall be suspended as hereinafter provided and the use thereof 
be deferred pending hearing and decision thereon. 
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The Commission orders: 

(A) Home be and it hereby is permitted to file first revised sheets Nos. 7, 10, 20, 
21 and 22 and original sheet No. 8 to its F. P. C. gas tariff, first revised volume 
No. 1, to replace original sheets Nos. 7, 10, 20, 21 and 22 contained in Home’s 
KF. P. C. gas tariff, first revised volume No, 1, which tariff was suspended by order 
of the Commission issued May 29, 1952. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
the public hearing heretofore ordered to be held upon a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges and 
classifications, subject to the jurisdiction of the Commission, contained in the 
aforesaid Home's F. P. C. gas tariff, first revised volume No. 1, and suspended by 
order of the Commission issued May 29, 1952, shall concern the lawfulness of 
said tariff as amended by said first revised sheets Nos. 7, 10, 20, 21 and 22 and 
original sheet No. 8. 

(C) Pending such hearing and decision thereon, said first revised sheets Nos. 
7, 10, 20, 21 and 22 and original sheet No. &, as filed on September 12, 1952, to 
Home's F. VP. C. gus tariff, first revised volume No. 1, subject to the jurisdiction of 
the Commission, be and they hereby are suspended and the use thereof deferred 
until November 1, 1952, and until such further time thereafter as said Home's 
F. P. C. gas tariff, first revised volume No. 1, as amended by said first revised 
sheets Nos. 7, 10, 20, 21 and 22 and original sheet No. 8, might be made effective 
in the manner prescribed by the Natural Gas Act. 


Adopted: October 16, 1952. Issued: October 16, 1952. 


Findings and order authorizing and approving abandonment of facilities and 


granting request for amendment of presidential permit 
Lopeno Gas Co. 
Docket Nos. G—1908, G—2042 


On September 5, 1952, Lopeno Gas Co, (applicant) filed an application in docket 
No. G—2042, which was supplemented on September 10, 1952, for an order pursuant 
to section 7 (b) of the Natural Gas Act, authorizing and approving the abandon- 
ment of a portion of its facilities and in docket No. G—1903, for amendment of a 
Presidential permit granted on July 18, 1952, pursuant to Executive order 
No. 8202, dated July 13, 1939, authorizing the construction, operation, mainte- 
nance, and connection of facilities for the importation of natural gas into the 
United States from Mexico. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 13, 1952 respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the application has been received. 

On August 4, 1952, the Commission issued its findings and order in docket 
No, G-1977, issuing a certificate of public convenience and necessity authorizing 
the operation of certain river crossing facilities for the importation of natural 
gas from Mexico, consisting of the following: 

(a) 0.34 miles of 8-inch pipeline consisting of 2 lines on the International 
Bridge of the Starr County Bridge Co., and one in the river bed of the Rio 
Grande; 

(b) 84 feet of 10-inch pipeline ; 

(c) 0.36 miles of 12-inch pipeline connecting to the river crossing lines (a) and 
(b), above; and 
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(d) 19 feet of 2-inch and 58 feet of 4-inch pipeline connecting the above 
facilities with the sales meter and regulator station of applicant at Roma, Tex. 

Said facilities were proposed to be utilized by applicant for delivery of approxi- 
mately 500 M. ¢. f. per month of natural gas for resale in Roma, Tex., by United 
Gas Corp. 

Applicant now proposes to abandon the two parallel 8-inch pipelines supported 
from the International Bridge, and to remove said lines from said bridge for the 
reason that the 10-inch pipeline used as a by-pass line, together with the 8-inch 
pipeline in the river bed with which it connects, are deemed to have sufficient 
capacity to transport the volumes of natural gas proposed to be imported by ap- 
plicant, and because applicant has been requested by the Starr County Bridge 
Co. to remove its lines from said bridge in order to eliminate additional weight 
imposed thereby upon the cables of said bridge. Two 8-inch pipelines, aiso sup- 
ported from the International Bridge, owned by Compania Mexicana de Gas, 
S. A. and connecting with the aforementioned 8-inch lines of applicant, are pro- 
posed to be removed by Compania Mexicana de Gas, 8S. A. contemporaneously 
with removal of its lines by applicant. 

The Presidential permit granted on July 18, 1952 authorizes the construction, 
operation, maintenance, and connection at the international boundary of facili- 
ties for the importation of natural gas from Mexico, including those for which 
applicant seeks authorization and approval to abandon. Said permit provides, 
in Article 2 thereof, among other things, that: 


No substantial change shall hereafter be made in the facilities and opera- 
tions authorized by this permit until such changes shall have been approved 
by the Commission. 


Applicant now requests the Commission to authorize the elimination from the 
description of facilities contained in said Presidential permit of the parallel 8- 
inch pipelines supported from the International Bridge hereinbefore described. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, natural-gas transmis- 
sion pipeline facilities located in the State of Texas and extending from a point 
in or near the village of Roma, Tex., to the international boundary of the Repub- 
lic of Mexico: and by such operations, applicant is engaged in the transporta- 
tion and sale of natural gas produced in the Republic of Mexico, for resale in 
the United States for ultimate public consumption, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
August 4, 1952 in docket No. G-1977, 11 F. P. C. 1167. 

(2) The facilities hereinbefore described which are proposed to be abandoned 
by applicant are used for the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the abandonment and 
removal thereof by applicant are subject to the provisions of subsection (b) of 
section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities hereinbefore described, by 
applicant, is permitted by the public convenience and necessity, and permis- 
sion and approval thereof should be granted as hereinafter ordered and con- 
ditioned. 

(4) It is appropriate and consistent with the public interest to grant appli- 
cant’s request for modification of the Presidential permit granted on July 18, 1952 
in docket No. G-1903 by elimination therefrom of authorization to construct, 
overate, maintain, and connect at the international boundary of the United 
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States and Mexico the facilities hereinbefore described which applicant proposes 
to abandon and remove. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission's rules of practice and procedure (18 CFR 1.32 (b)) having been satis- 
ried, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

The Commission orders: 

(A) Lopeno Gas Co. be and it hereby is granted permission and approval to 
abandon and remove the facilities hereinbefore described, subject to the juris- 
diction of the Commission, all as more fully described in the application as 
supplemented in this proceeding upon the terms and conditions of this order. 

(B) Approval be and the same hereby is granted to change the facilities and 
operations authorized by the Presidential permit, granted on July 18, 1952 in 
docket No. G—1903, by eliminating from the description of facilities therein, the 
two parallel 8-inch pipe lines supported from the International Bridge, all as 
more fully described in the application herein, which applicant proposes to 
abandon and remove. 

(C) Applicant shall report to the Commission, in writing and under oath, the 
date on which said facilities are abandoned and removed as hereby authorized. 

Commissioner Draper dissenting. 


Adopted: October 21,1952. Issued: October 24, 1982. 


Order amending order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G-1301 


On December 2, 1949, Tennessee Gas Transmission Co. (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
a sales meter station near Morehead, Ky., for the sale and delivery of natural 
gas on an interruptible basis, not in excess of 500 M. ¢. f. daily, to the city of 
Morehead, Ky., for resale and distribution in the city of Morehead, Ky., and 
its environs. 

On June 17, 1952, applicant filed a petition pursuant to section 16 of the 
Natural Gas Act to amend the order of the Commission issued June 21, 1950, 
authorizing facilities and service pursuant to its application filed December 2, 
1949, for the purpose of obtaining authorization to render a natural gas service 
to the city of Morehead on a firm basis in lieu of the aforementioned inter- 
ruptible service. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 17, 1952, respecting the matters involved and issues presented by the 
petition to amend the Commission's order issued June 21, 1950. 

Service rendered by means of the facilities authorized under the Commission's 
order issued June 21, 1950, was pursuant to the terms of a contract providing for 
the sale and delivery of natural gas on an interruptible basis in volumes not to 
exceed 500 M. c¢. f. per day. Applicant now proposes to render service to the 
city of Morehead, Ky., on a firm basis, and to supply 500 M. ¢. f. daily for distri- 
bution in the city of Morehead, Ky., and its environs, 
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The Commission finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation having its prin- 
cipal place of business at Houston, Tex., owns and operates a natural-gas 
transmission pipeline system in the States of Texas, Louisiana, Arkansas, Mis 
sissippi, Tennessee, Kentucky, West Virginia, Ohio, Pennsylvania, and New 
York. By such operations, applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued August 1, 1947, In the Matter of Tennessee 
Gas and Transmission Company, docket No. G—S808, 6 F. P. C. 475. 

(2) The facilities hereinbefore described and authorized by the Commission's 
order issued June 21, 1950, will be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
an integral part of applicant's existing pipeline system, and the operation thereof 
by applicant is subject to the requirements of subsections (¢) and (e) of 
section 7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The service and operation proposed by applicant are required by the 
public convenience and necessity, and it is appropriate that the Commission’s 
order issued June 21, 1950, be amended so as to authorize applicant to sell and 
deliver natural gas to the city of Morehead, Ky., on a firm basis instead of 
service on an interruptible basis as heretofore authorized, as hereinafter ordered 
and conditioned. 

The Commission orders: 

(A) The order issued herein on June 21, 1950, issuing a certificate of public 
convenience and necessity to applicant, be and the same is hereby amended so 
as to authorize applicant to render firm service and operate the facilities herein- 
before described, all as more fully described in the petition in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission in writing, under oath, the date 
of commencement of operations as proposed. 

(C) Applicant shall initially render the service proposed under its presently 
effective CD-2 rate schedule. 

idopted: October 21,1952. Issued: October 23, 1952 


Order amending order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G—1572 
On December 27, 1950, Tennessee Gas Transmission Co. (applicant) filed 
an application for a certificate of public convenience and necessity pursuant to 


section 7 of the Natural Gas Act, authorizing the construction and operation of 
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a sales meter station in Harrison County, Ohio, for the sale and delivery of 
natural gas on an interruptible basis to Ellis T. Myers Gas Co. (Ellis T. Myers) 
for resale in the village of Bowerston, Ohio, and environs. 

On June 17, 1952, applicant filed a petition pursuant to section 16 of the 
Natural Gas Act to amend the order of the Commission issued March 1, 1951, 
authorizing facilities and service pursuant to its application filed December 
27, 1950, for the purpose of obtaining authorization to render a natural gas service 
to Ellis T. Myers on a firm basis in lieu of the aforementioned interruptible 
service. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 17, 1952, respecting the matters involved and issues presented by the 
petition to amend the Commission’s order issued March 1, 1951. 

Service rendered by means of the facilities authorized under the Commission's 
order issued March 1, 1951, was pursuant to the terms of a contract providing 
for the sale and delivery of natural gas on an interruptible basis in volumes 
not to exceed 500 M. ¢. f. per day. Applicant now proposes to render service to 
Ellis T. Myers Gas Co. on a firm basis, and to supply 450 M. c. f. daily for distribu- 
tion in the village of Bowerston, Ohio, and environs. 

The Commission finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation having its princi- 
pal place of business at Houston, Tex., owns and operates a natural-gas trans- 
mission pipeline system in the States of Texas, Louisiana, Arkansas, Mississippi, 
Tennessee, Kentucky, West Virginia, Ohio, Pennsylvania, and New York. By 
such operations, applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued August 1, 1947, In the Matter of Tennessee Gas and 
Transmission Company, Docket No. G-SO8, 6 FL PLC. 475. 

(2) The facilities hereinbefore described and authorized by the Commission’s 
order issued March 1, 1951, will be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as an 
integral part of applicant’s existing pipeline system, and the operation thereof by 
applicant is subject to the requirements of subsections (¢c) and (e) of section 
7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The service and operation proposed by applicant are required by the 
public convenience and necessity, and it is appropriate that the Commission's 
order issued March 1, 1951, be amended so as to authorize applicant to sell and 
deliver natural gas to Ellis T. Myers on a firm basis instead of service on an 
interruptible basis as heretofore authorized, as hereinafter ordered and condi- 
tioned. 

The Commission orders: 

(A) The order issued herein on March 1, 1951, issuing a certificate of public 
convenience and necessity to applicant, be and the same is hereby amended so as 
to authorize applicant to render firm service and operate the facilities herein- 
before described, all as more fully described in the petition in this proceeding, for 
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the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission in writing, under oath, the date 
of commencement of operations as proposed. 

(C) Applicant shall initially render the service proposed under its presently 
effective CD-3 rate schedule. 

idopted: October 21, 1952. Issued: October 23, 1952. 


Order issuing preliminary permit 
Blue Ridge Electric Membership Corp. 
Project No. 2098 

Application was filed December 3, 1951 by Blue Ridge Electric Membership 
Corp., of Lenoir, N. C., for a preliminary permit under the Federal Power Act 
(hereinafter referred to as the act) for proposed project No. 2098, which would 
be known as the Halsey project, to be located on New River, and North and South 
Forks, New River, in Ashe and Allegheny Counties, N. C. The proposed project 
would affect navigable waters of the United States. 

As described in the application, the proposed project would consist of an earth 
and rock-fill dam approximately three miles downstream from the confluence of 
the North and South Forks of New River, with a spillway crest at elevation 
2,620 feet (U. S. G. S. datum) creating a reservoir with 200,000 acre-feet of 
usable capacity ; a pressure tunnel 16 feet in diameter; and a powerhouse a short 
distance downstream from the dam having an installed capacity of approximately 
25,000 kilowatts. 

The energy generated by the proposed project would be used to serve towns 
and rural customers now in the applicant’s service area. 

The Deputy Chief of Civil Works for Power, Corps of Engineers of the Depart- 
ment of the Army, and the Acting Secretary of the Interior, have reported on 
the application. 

The Commission finds: 

(1) The applicant is a corporation organized and operating under the laws of 
the State of North Carolina. 

(2) Public notice of the application has been given as required by the act. 
No conflicting application is before the Commission. 


(3) The project as proposed does not affect any Government dam and no reason 
is apparent at this time for its development by the United States, nor are any 
lands of the United States affected. 

The Commission orders: 

(A) This preliminary permit is issued to Blue Ridge Electric Membership 
Corp. (hereinafter referred to as the permittee) for a period of one year, effec- 
tive as of the first day of the month in which acceptance hereof is filed with 
the Commission, for the sole purpose of maintaining priority of application for 
license for proposed project No. 2098 to be located on New River and North and 
South Forks of New River, in Ashe and Allegheny Counties, N. C., subject to the 
terms and conditions of the act, which is incorporated by reference as part of 
this permit, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) This permit is subject also to the terms and conditions set forth in form 
P-1, entitled “Terms and conditions of preliminary permit,’ which terms and 
conditions (described as articles 1 through 8 therein) are attached hereto and 
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made a part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Regional Engineer of the Commis- 
sion having supervision over the project, or to such other officers as the Com- 
mission may designate, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing six-month period. 


















Article 10. Project planning shall be carried on by the permittee in cooperation 
with the Wildlife Resources Commission, State of North Carolina, and the 
United States Fish and Wildlife Service in order that necessary consideration 
may be given to the protection of the fish and wildlife resources of the affected 
area. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of the acceptance 
of this preliminary permit, it shall be signed for the permittee and returned to 
the Commission within 60 days from the date of issuance of this order. 


idopted: October 21,1952. Issued: October 23, 1952. 




























Order to show cause and setting date for hearing 
Public Service Co. of Colorado 


Docket No. E-6460 





It appears, in the absence of any other relevant facts or legal considerations not 
thus far brought to the attention of the Commission, and subject to any show- 
ing made as hereinafter provided for that: 

(a) Public Service Co. of Colorado (hereinafter referred to as Public 
Service), a corporation organized September 3, 1924, under the laws of the 
State of Colorado, is engaged in the generation, transmission, distribution and 
sale of electric energy in that State. Public Service entered into an agreement 
dated June 28, 1938 with the United States, Department of the Interior, Bureau 
of Reclamation (Bureau), under which there was established an interconnection 
between its transmission facilities and those of the Bureau at Greeley, Colo. 
By that agreement Public Service contracted, among other things, to receive 
and purchase a minimum of 40,000,000 kilowatt-hours annually generated at the 
Bureau’s Seminoe hydroelectric plant in the State of Wyoming and transmitted 
by the Bureau over its Seminoe-Greeley 115,000 volt line and delivered to Public 
Service at Greeley, Colo. Public Service further contracted to supply to the 
Bureau at Greeley, Colo., to the extent available, such electric energy as the 
Bureau may utilize or request. Operations under this agreement commenced 
April 19, 1940 and the agreement by its terms was to expire 10 years from that 
date. However, by several subsequent letter agreements, the last being Novem- 
ber 30, 1951, it was extended from time to time and terminated on December 
31, 1951. 

(b) On January 2, 1952 Public Service and the Bureau entered into a new 
agreement, superseding the above-mentioned agreement of June 28, 1938, the new 
agreement providing, among other things, for the interconnection and coordina- 
tion of their respective power systems at Greeley and Dillon, Colo. and at such 
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other points as they may agree upon, in order that mutual benefits may be 
derived by such interconnection and coordination. This agreement further 
provided that Public Service shall have the right to receive from the Bureau 
during on-peak periods, a minimum of 200,000 kilowatt-hours each month, and 
that Public Service will supply the Bureau at off-peak periods as requested a 
maximum of 10,000,000 kilowatt-hours a month subject to the limitation that the 
Bureau shall not use any of such energy to serve any Bureau load or customer 
not already being served or under contract to be served under the agreement of 
August 18, 1950. The latter agreement of August 18, 1950 provides, among 
other things, that Public Service shall transmit over its high voltage transmis- 
sion facilities, Bureau generated energy to Bureau loads and customers up to 
distances of 150 miles from the point of receipt, which energy may include energy 
generated outside the State of Colorado. 

(¢) Publie Service owns and operates an electric system in northeast Colorado 
commonly designated as the Sterling-Brush system. This system is intercon 
nected with Public Service’s main system by a 115,000 volt iransmission line 
owned and operated by the Bureau, extending approximately 65 miles from 
Greeley, Colo., to a point of interconnection with the facilities of Public Service 
at Brush, Colo., and an additional distance of some 35 miles to another point 
of interconnection with the facilities of Public Service at Sterling, Colo. 

(d) By an agreement dated February 15, 1950, superseding a prior agreement 
dated December 31, 1946, the Bureau contracted to transmit over its Greeley 
Brush-Sterling line, to the extent of the available excess capacity in said line, 
Public Service generated energy to serve the Sterling-Brush system. However, 
in operating under this agreement the energy transmitted and delivered by the 
Bureau to serve Public Service's Sterling-Brush loads includes energy generated 
by the Bureau outside the State of Colorado. 

(e) Public Service sells electric energy to Home Light and Power Co. (Home), 
formerly the Home Gas and Electric Co., for resale by the latter to its customers 
in Colorado. Such sales to Home for resale have been made regularly and con- 
tinuously since April 1940 and include substantial quantities of electric energy 
generated by the Bureau outside the State of Colorado and delivered to Public 
Service at Greeley, Colo. as described in (a) and (b) above. The deliveries of 
energy by Public Service to Home are presently being made at Greeley, Boyd and 
La Salle, Colo. 

(f) Public Service sells electric energy to Colorado Central Power Co. (Colo 
rado Central) for resale by the latter to its customers in Colorado. Such sales 
to Colorado Central for resale have been made regularly and continuously since 
April 1940 and include substantial quantities of electric energy generated by 
the Bureau outside the State of Colorado, delivered to Public Service at Greeley, 
Colo., as described in (a) and (b) above. The deliveries of energy by Public 
Service to Colorado Central are presently being made at Milliken and Platte 
ville, Colo. 

(g) Public Service transmits and sells for resale, and owns and operates 
facilities for transmitting and selling for resale, electric energy transmitted 
from a State or States and consumed at points outside the State from which 
it is transmitted. Such facilities include facilities which are not used for the 
generation of electric energy, or in local distribution, or only for transmission 
of electric energy in intrastate commerce, or for the transmission of electric 
energy consumed wholly by the transmitter. Such sales are sales at wholesale 
in interstate commerce, and such transmission is transmission in interstate com- 

merce, subject to the jurisdiction of the Commission. By reason of the owner- 
ship and operation of the aforesaid facilities, Public Service is a “public utility” 
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within the meaning of that term as used in the Federal Power Act, and is subject 
to the requirements prescribed by and pursuant to that act for such “public 
utilities.” 

(h) Public Service has failed to comply with the Commission's order No. 42, 
adopted June 16, 1936, prescribing a uniform system of accounts for public 
utilities and licensees, as amended and supplemented by orders Nos. 42—A, 43 
and 45 by failing or refusing to keep its books in accordance with the system of 
accounts prescribed thereby; has failed to comply with the Commission’s order 
of May 11, 1937, that all public utilities and licensees subject to its jurisdiction 
submit certain data, statements and information pursuant to Electric plant 
accounts instruction 2-D of the Commission's uniform system of accounts on 
or before January 1, 1939; and has further failed to comply with the require- 
ments of the general rules and regulations, effective January 1, 1948, pursuant to 
order No, 141, governing the filing of rate schedules subject to the jurisdiction 
of the Commission. 

The Commission orders : 

(A) Public Service show cause, if any there be, at a public hearing to be held 
commencing at 10 a.m. (e. s. t.), December 8, 1852, in the hearing room of the 
Federal Power Commission, 1800 Pennsylvania Avenue, N. W., Washington, 
I). C., why the Commission should not by order find and determine that Public 
Service— 

























(i) Has been, and continues to be a “public utility” under the Federal Power 
Act; 

(ii) Was, and continues to be, subject to and has not complied with the Com- 
mission’s order No. 42, adopted June 16, 1986, and has not adopted the Uniform 
System of Accounts prescribed thereby ; 

(iii) Was, and continues to be, subject to and has not complied with Electric 
plant account instruction 2—D of the Commission's Uniform System of Accounts 
and with the Commission’s order of May 11, 1937, relating thereto; 

(iv) Has sold and continues to sell electric energy at wholesale in interstate 
commerce to Home and Colorado Central: that such sales were and are subject 
to the provisions of sections 205 and 206 of the Federal Power Act and rules 
prescribed with respect thereto; and that Public Service has failed and omitted 
to file rate schedules for those sales as required by such provisions and rules, 

(v) Should now be required by order of this Commission to comply with the 
requirements referred to in subparagraphs (i) to (iv), above, 

(B) Nothing contained in this order shall be construed as a waiver or stay 
of any of the requirements of the act or any orders or regulations of the Com- 
mission which may be applicable to Public Service, 

(C) Interested State Commissions may participate in said hearing, as pro- 
vided in section 1.387 of the general rules and regulations, effective January 1, 
1948, 


Adopted: October 21,1952. Issued: October 23, 19852. 








Determination for right-of-way under section 24 of the Federal Power Act 
Lands Withdrawn in Project No. 8538 


Docket No. DA-415—Oregon—Oregon State Highway Commission 








An application was filed by the Oregon State Highway Commission under 
the act of November 9, 1921 (42 Stat. 212-216), for highway right-of-way re- 
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quiring a determination under section 24 of the Federal Power Act with respect 
to the affected portion of the following described land only : Willamette meridian, 
Oregon: T. 37 S., R 7 W., Sec. 19, E4NW. 

The subject land was withdrawn on May 12, 1930 pursuant to the filing of an 
application for preliminary permit for project No. 853, which application was 
rejected on October 15, 1931. The value of the subject land for power develop- 
ment purposes lies in its possible location for a diversion tunnel to bring water 
of the Illinois River to a point on Butcherknife Creek, a tributary of Applegate 
River. 

From more recent studies of the water power resources of the Rogue River, 
made by several government agencies, it appears that no power development 
in the area of the proposed highway has been suggested and that any power de- 
velopment affecting the subject land is remote. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the affected lands above described will not be injured or destroyed 
for power development purposes by location thereon of the proposed highway 
right-of-way, subject to the provisions of section 24 of the Federal Power Act. 


Adopted: October 21, 1952. Issued: October 27, 1952. 


Determination for highway right-of-way under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 232 


Docket No. DA-798—California—State of California, Department of Public Works, 
Division of Highways 


An application (Sacramento 045850) was filed by the State of California, 
Department of Public Works, Division of Highways, for a highway right-of-way 
under the act of November 9, 1921 (42 Stat. 212, 216), requiring a determination 
under section 24 of the Federal Power Act with respect to the affected portion of 
the following-described lands: Mount Diablo meridian, California: T. 32 N., R. 
10 W., sec. 12, E44NEYNEY and SEY, of lot 1. 

The lands, which are near the Trinity River, are withdrawn in power site re- 
serve No. 232, dated November 25, 1911. They are within the reservoir area of 
the suggested Steiners Flats development and several miles downstream from 
the proposed point of diversion of the Trinity River into the Sacramento River 
in the Central Valley, which is being considered, and which would reduce ma- 
terially the value of the Steiners Flats site. 

It appears that applicant proposes to use the lands for improvement of an 
existing highway. 

Development appears remote and use of the lands in the meantime for highway 
purposes will not materially affect their power value. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the affected portion of the above-described lands not already 
legally occupied by virtue of rights acquired prior to the withdrawal of the 
lands for power purposes will not be injured or destroyed for purposes of power 
development by location thereon of the proposed highway right-of-way, subject to 
the provisions of section 24 of the Federal Power Act. 


Adopted: October 21,1952. Issued: October 27, 1952. 
304039—57——_89 
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Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 223 
Docket No. DA-426—Idaho—Henry Smith 


An application was filed by Henry Smith of Challis, Idaho, for restoration to 
entry, for grazing purposes, requiring a determination under section 24 of the 
Federal Power Act with respect to the following described lands: Boise meridian, 
Idaho: T. 13 N., R. 19 E., sec. 10, Lots 6 and 7 

The subject lands are withdrawn in power site reserve No. 223 approved 
November 12, 1911. 

These lands lie along the Salmon River and would be partially flooded by the 
reservoir of the proposed Challis project if a dam 200 feet high were built. How- 
ever, owing to the expensive lands in the reservoir area, which would have to be 
acquired, there is no plan for construction of the project in the near future, and 
use of the subject lands for other purposes, in the meantime, will not injure or 
destroy their power value. 

Interested federal officials have reported on the application and state officials 
have registered no objection to the application. 

The Commission determines: 


The value of the land hereinbefore described will not be injured or destroyed 
for purposes of power development by entry under the public land laws, subject 
to the provisions of section 24 of the Federal Power Act as amended, and subject 
to the stipulation that the transferee agrees that the United States, its permittees 
or licensees shall not be liable for any damages to any structures or improvements 
of the transferee or those holding under or through him resulting from the taking 


or use of any portion of the land for the development, construction, operation and 
maintenance of any water-power development. 

The above described land is to remain in the status of withdrawal insofar 
as the application for grazing entry is concerned, until the Bureau of Land 
Management, Department of the Interior, issues a formal restoration, and no 
preference right to the land is acquired by the filing of the application for restora- 
tion, or by virtue of this action taken by the Commission. 


Adopted: October 21,1952. Issued: October 27, 1952. 


Determination for highway right-of-way under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 10 
Docket No. DA-141—Montana—Montana State Highway Commission 


An application was filed by the Montana State Highway Commission (Montana 
09037) for a highway right-of-way under the act of November 9, 1921 (42 Stat. 
212-216) requiring a determination under section 24 of the Federal Power Act 
with respect to the following described lands only: Principal meridian, Montana: 
T.3S., R.1E., sec. 10, SEYNEY and NWY4SW. 

The subject lands were withdrawn in power site reserve No. 10 approved 
July 2, 1910. These lands lie close to the Madison River about eight miles 
downstream from the Madison project of the Montana Power Co. for which 
project applications for license are pending. 

There is no known plan existing for the development of the Madison River 
along the stretch adjacent to the subject land and when possible use is made 
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of the land it will be by diversion dam and conduit. 
meantime will not injure or destroy their power value. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of the affected lands above described will not be injured or destroyed 
for power development purposes by location thereon of the proposed highway 
right-of-way, subject to the provisions of section 24 of the Federal Power Act. 
Adopted; October 21,1952. Issued: October 27, 1952. 


Use of the lands in the 





Order suspending proposed rate schedules and providing for hearing 
Tennessee Natural Gas Lines, Inc. 


Docket No. G-2079 





On September 26, 1952, Tennessee Natural Gas Lines, Inc. (Tennessee Nat- 
ural) filed with the Commission first revised sheets Nos. 4, 6 and 7 to its F. P. C. 
gas tariff, original volume No. 1, proposed to become effective October 22, 1952. 

The proposed rate schedules would increase the presently effective rates and 
charges to Tennessee Natural’s sole interstate wholesale customer, Nashville 
Gas Co., an affiliate of Tennessee Natural. According to Tennessee Natural, the 
proposed rate schedules would result in increased rates and charges of about 
$388,000, or 20 percent, per annum, based on operations for the year ending July 
31, 1953. 

Tennessee Natural avers that the proposed increased rates are necessitated in 
order to meet increased costs of service, principally increased cost of gas pur- 
chased from Tennessee Gas Transmission Co. The new rates of Tennessee Gas 
Transmission Co. are not yet effective, having been suspended by the Commis- 
sion by order issued September 12, 1952, in docket No. G—2052. 

The rates, charges and classifications set forth in first revised sheets Nos. 4, 
6 and 7 to Tennessee Natural’s F. P. C. gas tariff, original volume No. 1, may 
be unjust, unreasonable, unduly discriminatory or preferential, and may place 
an undue burden upon the ultimate consumers of the natural gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement of 
the provisions of the Natural Gas Act that the Commission enter upon a hearing, 
pursuant to section 4 of the Natural Gas Act, concerning the lawfulness of the 
rates, charges, classifications and services set forth in Tennessee Natural’s F. P. C. 
gas tariff, original volume No. 1, as amended by first revised sheets Nos. 4, 6 
and 7; and that said tariff sheets be suspended pending hearing and decision 
thereon. 

The Commission orders: 

(A) A public hearing be held at a date and place hereafter to be fixed by the 
Commission concerning the lawfulness of the rates, charges, classifications and 
services, subject to the jurisdiction of the Commission, as set forth in the F. P. C. 
gas tariff, original volume No. 1, as amended by first revised sheets Nos. 4, 6 
and 7, filed by Tennessee Natural Gas Lines, Inc. 

(B) Pending such hearing and decision thereon, said tariff sheets filed by 
Tennessee Natural on September 26, 1952 be and the same hereby are suspended 
and the use thereof is deferred until March 27, 1953, and until such further time 
thereafter as such tariff sheets may be made effective in the manner prescribed 
by the Natural Gas Act. 
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(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 18 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

Adopted: October 23,1952. Issued: October 28, 1952. 


Order suspending proposed gas tariff 
East Tennessee Natural Gas Co. 
Docket No. G-2078 


On September 30, 1952, the Commission accepted for filing East Tennessee 
Natural Gas Company’s F. P. C. gas tariff, first revised volume No. 1 in termina- 
tion of the rate proceeding at docket No. G—1925. Under said order, and pur- 
suant to the request of all parties to that proceeding, said gas tariff is to take 
effect as of December 1, 1952. 

On September 29, 1952, East Tennessee Natural Gas Co. (East Tennessee) 
filed its F. P. C. gas tariff, second revised volume No. 1, to take effect December 
2, 1952, and superseding its F. P. C. gas tariff, first revised volume No. 1. 

The second revised volume No. 1 proposes an increase in the G—1 rate schedule 
from 39 cents per M. c. f. to 45 cents per M. c. f.; an increase in the G—2 rate 
schedule from $3.00 per M. c. f. per month of billing demand to $3.25 per M. ec. f. 
per month of billing demand, and an increase in the commodity charge from 
18 cents per M. c. f. to 23 cents per M. ce. f.; and an increase in the I-1 rate 
schedule from 24 cents per M. c. f. to 25 cents per M. c. f. 

East Tennessee’s proposed rate increase, which would increase its revenues 
for the year ending September 30, 1953, by $486,909, is based on a proposed 
increase in rates from its supplier, Tennessee Gas Transmission Co., and on in- 
creased Federal income taxes. The supplier’s proposed rate increase has been 
suspended by the Commission at docket No. G—2052 and the claimed tax increases 
do not appear to be justified by the data submitted by East Tennessee. Addi- 
tionally, the allocation method employed by East Tennessee does not appear to 
be justified. 

Accordingly, East Tennessee’s F. P. C. gas tariff, second revised volume No. 1, 
may be unjust, unreasonable, unduly discriminatory or preferential, and may 
place an undue burden upon ultimate consumers of natural gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to section 4 of the Act, concerning the lawfulness of the rates, 
charges, classifications and services of East Tennessee’s F. P. C. gas tariff, second 
revised volume No. 1 and that said tariff be suspended and the use thereof de- 
ferred as hereinafter ordered. 

The Commission orders: 

(A) A public hearing will be held in this proceeding at a time and place 
to be fixed by further order of the Commission concerning the lawfulness of 
the rates, charges, classifications and services contained in East Tennessee’s 
F. P. C. gas tariff, second revised volume No. 1. 

(B) East Tennessee’s F. P. C. gas tariff, second revised volume No. 1, be and 
the same is hereby suspended, pursuant to section 4 of the Natural Gas Act, and 
pending a hearing and decision, thereon, its use deferred until May 2, 1953, and 
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until such further time as such tariff may be made effective in accordance with 
the provisions of the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice and 
procedure. 


Adopted: October 23,1952. Issued: October 23, 1952: 


Order suspending proposed tariff sheet 
South Jersey Gas Co. 
Docket No. G—2080 


On September 25, 1952, South Jersey Gas Co. (South Jersey) filed with the 
Commission first revised sheet No. 4 to its F. P. C. gas tariff, original volume 
No. 1. 

The proposed tariff sheet, as filed, would increase the rates for natural-gas 
service, which would result in increased annual payments by New Jersey Natural 
Gas Co., South Jersey’s single wholesale customer, amounting to about $57,000, 
which is an increase of about 21.7 percent based on estimated sales for the year 
ending September 30, 1953. South Jersey states that the rate increase is neces- 
sitated principally by a proposed increase by South Jersey’s supplier, Transcon- 
tinental Gas Pipe Line Corp. Such higher rates of Transcontinental Gas Pipe 
Line Corp. are, however, not presently effective, having been suspended by order 
of the Commission in docket No. G—2075. 

The increased rates and charges provided in said first revised sheet No. 4 
have not been shown to be justified and may be unjust, unreasonable, or other- 
wise unlawful. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such act, concern- 
ing the lawfulness of South Jersey’s F. P. C. gas tariff, original volume No. 1, 
as amended by first revised sheet No. 4 and that said sheet be suspended as 
hereinafter provided and the use thereof be deferred pending hearing and decision 
herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas 
Act, a public hearing be held upon a date to be fixed by further order of the 
Commission concerning the lawfulness of rates, charges, and classifications con- 
tained in the aforesaid South Jersey’s F. P. C. gas tariff, as amended by first 
revised sheet No. 4, tendered on September 25, 1952. 

(B) Pending such hearing and decision thereon, first revised sheet No. 4 of 
South Jersey Gas Company’s F. P. C. gas tariff, original volume No. 1, tendered 
on September 25, 1952, be and the same is hereby suspended and the use thereof 
deferred until March 26, 1953, and until such further time as such sheet may 
be made effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State Commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission’s rules of 
practice and procedure. 


Adopted: October 23,1952. Issued: October 23, 1952. 
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Order approving exhibits and dismissing application for approval of exhibit 
Niagara Mohawk Power Corp. 
Project No. 16 


Pursuant to article 3 of the license for project No. 16, as amended by the 
Commission’s order entered June 26, 1951, and issued July 2, 1951, which provides 
for the filing by the licensee with the Commission of revised or additional exhibits 
to show and describe the project, Niagara Mohawk Power Corp., licensee for the 
project, filed an application on January 2, 1952, as supplemented August 12, and 
20, 1952, for approval and inclusion in the license for the project of certain 
exhibits. 

On June 14, 1951, the licensee filed an application for approval of an exhibit 
to reflect the exclusion from the project of a small parcel of land not needed for 
the operation of the project and the substitution of an easement for the fee of 
certain other land within the project area. All exhibits were excluded from the 
license by the order entered June 26, 1951, and issued July 2, 1951, and the 
changes sought by the June 14, 1951 application are reflected in the exhibits filed 
as part of the January 2, 1952 application, as supplemented. 

The Acting Secretary of the Army and the Chief of Engineers have approved 
the plans of the project structures insofar as the interests of navigation are 
concerned. 


The Commission finds: 

(1) Inasmuch as the Commission’s order entered June 26, 1951, and issued 
July 2, 1951, excluded all exhibits from the license and the exhibits filed as part 
of the January 2, 1952 application, as supplemented, reflect the changes sought 


by the June 14, 1951 application, the latter application should be dismissed. 

(2) The following above-referred-to exhibits filed as part of the January 2, 
1952 application, as supplemented, conform to the Commission's rules and regula- 
tions and should be approved as part of the license, inclusion in the license of the 
other exhibits filed as part of the said application being unnecessary : 

Exhibit J—Maps in two sheets signed Niagara Mohawk Power Corp. by E. 8. 
Bundy, vice-president & chief engineer, on December 17, 1951, comprising: Sheet 
No. 1 (F. P. C. No. 16-150), entitled “General map ;” and Sheet No. 2 (F. P. C. 
16-151), entitled “General map and index map to exhibit ‘K’”. 

Evrhibit K.—Sheets Nos. 1 through 8 (F. P. C. Nos. 16-152 through 16-159), 
entitled “details of lands,” signed Niagara Mohawk Power Corp. by E. S. Bundy, 
vice-president & chief engineer on December 17, 1951. 

Erhibit L—Drawings in ten sheets signed Niagara Mohawk Power Corporation 
by E. 8S. Bundy, vice-president & chief engineer, on December 17, 1951, comprising: 
Sheet No. 1 (F. P. C. No. 16-160), entitled “Plan of Schoellkopf station Nos. 3—A, 
3-B & 3-C;” Sheet No. 2 (F. P. C. No. 16-161), entitled “Typical cross section 
ot Schoellkopf station No. 3-A;" Sheet No. 3 (F. P. C. No. 16-162), entitled 
“Typical cross section of Schoellkopf station No. 3—-B;” Sheet No. 4 (F. P. C. No. 
16-163), entitled “Typical cross section of Schoellkopf station No. 3-C;” Sheet 
No. 5 (F. P. C. No. 16-164), entitled “Plan, profile & section of Schoellkopf sta- 
tion canal ;” Sheet No. 6 (F. P. C. No. 16-165), entitled “Plan, section & profile 
of Schoellkopf station 32 ft. pressure tunnel ;” Sheet No. 7 (F. P. C. No. 16-166), 
entitled “Plan of Edward Dean Adams station;” Sheet No. 8 (F. P. C. No. 16—- 
167), entitled “Typical cross sections of Edward Dean Adams station ;” Sheet 
No. 9 (F. P. C. No. 16-168), entitled “Details of channel, piers & booms in Niagara 
River ;” and Sheet No. 10 (F. P. C. No. 16-169), entitled “Plan & profile of 
Schoellkopf-Harper transmission line.” 
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Evrhibit M.—A typewritten document in four pages of general descriptions and 
general specifications of mechanical, electrical and transmission equipment and 
their appurtenances, signed Niagara Mohawk Power Corp. by E. S. Bundy, vice- 
president and chief engineer, on December 17, 1951. 

The Commission orders: 

(A) The exhibits designated and described in finding (2) above are hereby 
approved as part of the license for project No. 16. 

(B) The pending June 14, 1951 application for approval of an exhibit as part 
of the license for project No. 16 is hereby dismissed. 


Adopted: October 23, 1952. 





Issued: October 23, 1952. 


Findings and order issuing certificates of public convenience and necessity and 
authorizing and approving abandonment of facilities 


City Gas Co. of Phillipsburg, N. J., The Manufacturers Light & Heat Co., Texas 
Eastern Transmission Corp., Penn-Jersey Pipe Line Co., and Allentown- 
Bethlehem Gas Co. 


Docket Nos. G-1694, G—1695, G-1699, G-1749, G-1777 













On May 25, 1951, City Gas Co. of Phillipsburg, N. J. (City Gas) filed an applica- 
tion in docket No. G—1694, for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, adjudging that 1,700 M. c. f. of 
natural gas per day referred to in the Commission’s opinion and accompanying 
order, 10 F. P. C. 35, can be economically delivered to City Gas in the manner 
proposed in said application. 

The Commission’s opinion and accompanying order was issued on February 27, 
1951 in the consolidated proceedings in Docket Nos. G-1012, G-1268, G-1319, and 
G-1447,Teras Eastern Transmission Corporation, et al, 10 F. P. C. 35. In said 
opinion, the Commission stated : 








Upon a review of the evidence submitted, we think that * * * while the City 
Gas Co. of Phillipsburg, N. J. showed a need for such (additional) service, 
it did not show that the volumes requested could be delivered to it economi- 
cally * * * we think that Texas Eastern (Transmission Corp.) should be re- 
quired to reserve up to 1,700 M. ec. f. per day for delivery and sale to City Gas 
Co. of Phillipsburg, N. J., provided the latter shall submit appropriate 
evidence to the Commission within 90 days of the issuance of the certificate 
herein that such volume can be economically delivered to it. 








In accordance with the foregoing statement, the Commission found, among other 
things, that: 













(9) The public convenience and necessity require that the certificate herein 
issued to Texas Eastern be conditioned upon it making available * * * a max- 
imum daily volume of 1,700 M. c. f. to City Gas Co. of Phillipsburg, N. J., 
provided this company submits appropriate evidence to the Commission 
within 90 days from the issuance of the order herein that such volumes can 
be economically delivered to it. 


The order of the Commission was conditioned accordingly. 

City Gas proposes in its application that up to 1,700 M. c. f. per day be delivered 
by Texas Eastern to the Manufacturers Light and Heat Co. (Manufacturers) 
which owns and operates a pipeline from Coatesville, Pa., to Port Jervis, N. Y., 
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said pipeline connecting with the facilities of Texas Eastern near Coatesville. 
The gas would be purchased at said point of connection by Manufacturers and re- 
sold to City Gas. Manufacturers would transport said gas through its Coates- 
ville-Port Jervis pipeline to a proposed point of connection with a proposed pipe- 
line 6 miles in length to be constructed and operated by a new corporation, Penn- 
Jersey Pipe Line Co. (Penn-Jersey), which has been organized for the sole pur- 
pose of transporting such gas. Penn-Jersey would transport said gas to the 
facilities of City Gas at Phillipsburg, N. J., for delivery and distribution at retail 
by the latter company. 

On July 17, 1951, Penn-Jersey Pipe Line Co., declaring itself to be a de facto 
corporation of the Commonwealth of Pennsylvania, submitted for filing an ap- 
plication in docket No. G-1749 for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of approximately 6 miles of 6-inch, or in part 8-inch pipeline be- 
tween the facilities of City Gas and those of Manufacturers to transport natural 
gas for the account of City Gas in accordance with the proposal of City Gas con- 
tained in its application in docket No. G—1694. 

On May 28, 1951, Manufacturers filed an application in docket No. G—1695, 
which was supplemented on June 5, 1951, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the in- 
stallation and operation of a connection, together with a meter and regulator 
station for the delivery and sale of natural gas to City Gas as proposed therein. 

On May 31, 1951, Texas Eastern filed an application in docket No. G—1699 for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the sale and delivery to Manufacturers of a max- 
imum daily volume of 1,700 M. c. f. of natural gas for delivery to City Gas pursu- 
ant to the condition contained in the aforementioned opinion and accompanying 
order, 10 F. P. C. 35. 

On August 24, 1951, Allentown-Bethlehem Gas Co. (Allentown-Bethlehem) filed 
an application in docket No. G-1777 for an order pursuant to section 7 (b) of the 
Natural Gas Act, authorizing and approving the abandonment of certain facilities 
and the delivery and sale of natural gas’ presently being made to City Gas, 
upon the grounds that Allentown needs this gas for its own customers and that 
a substitute service would be provided to City Gas upon authorization of the 
proposed operations requested by City Gas in its application in docket No. G—1694. 

Petitions seeking leave to intervene were filed by Allentown-Bethlehem in 
support of the applications in docket Nos. G—1695, G-—1699, and G-1749; by 
Manufacturers in support of the application in docket No. G-1694; by City Gas in 
support of the applications in docket Nos. G—1695, G-1699, G-1749, and G-1777. 
Notices of intervention in support of the application in docket Nos. G—1694, 
G-1695, G-1699, and G—1749 were filed by the Pennsylvania Public Utility Com- 
mission. The New Jersey Board of Public Utility Commissioners, by letter dated 
July 10, 1952, stated that in its opinion the granting of the application filed by 
Penn-Jersey will be in the public interest. 

By orders issued on March 13, 1952, the Commission dismissed without 
prejudice the applications and petitions seeking leave to intervene in each of the 
above-entitled proceedings upon the findings, among others, that despite ample 
opportunity to do so, City Gas had failed to submit appropriate evidence that the 
volumes of natural gas referred to in said opinion and accompanying order could 
be economically delivered to it, and that Penn-Jersey had not filed a supplement 
to its application containing articles of incorporation showing it to be a de jure 
corporation qualified to make application pursuant to section 7 of the Natural 
Gas Act, and upon further findings that dismissal without prejudice of the 


1 This is 520 B, t. u. mixed natural and manufactured gas, 
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application of City Gas would make nugatory a hearing on the applications filed 
by the other applicants herein. 

On July 3, 1952, the Commission issued its order pursuant to petitions filed 
by City Gas, Penn-Jersey, Manufacturers, Texas Eastern and Allentown- 
Bethlehem, reinstating the applications and petitions to intervene in each of the 
above-entitled proceedings, and consolidating said proceedings for purpose of 
hearing, said hearing to be held at a time and place to be fixed by further order 
of the Commission. In said order the Commission found that Penn-Jersey had, 
on June 6, 1952, filed a supplement to its application submitted for filing in 
docket No. G-1749, containing articles of incorporation showing Penn-Jersey to 
be a de jure corporation qualified to make application pursuant to section 7 of the 
Natural Gas Act, and that from additional information furnished to the Commis- 
sion by Penn-Jersey and City Gas, the proposal of City Gas may constitute 
appropriate evidence respecting the requirements contained in said opinion and 
accompanying order, 10 F. P. C. 35. In said supplement, Penn-Jersey proposes 
to construct a pipe line approximately 6 miles in length between the facilities of 
Manufacturers and those of City Gas, consisting entirely of 8-inch pipe instead of 
6-inch and 8-inch pipe as originally proposed. 

Gas Act, and upon further findings that dismissal without prejudice of the 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 21, 1952, respecting the matters involved and the issues presented by the 
applications, as supplemented, in these consolidated proceedings. No protests or 
petitions raising an issue of substance in opposition to the granting of said 
applications have been received. 

The Commission has found heretofore, in its opinion and accompanying order, 
that the public convenience and necessity require the reservation by Texas 
Eastern of a maximum of 1,700 M c. f. per day of firm natural gas for delivery 
to City Gas provided the latter company demonstrates such volume can be 
economically delivered to it. The record in these consolidated proceedings con- 
tains no facts which make it appear that the circumstances upon which said 
finding was based have changed. 

The record shows that Texas Eastern will require no new facilities to make 
the deliveries of natural gas as proposed by City Gas. Manufacturers expects 
to gain approximately $2,177 of additional net income from the proposed sale, in 
addition to which Manufacturers expects to improve its operations by purchasing 
the gas from Texas Eastern at 100 percent load factor and reselling it to City 
Gas on an estimated 50 percent load factor, thereby obtaining additional gas for 
its other customers. 

The record further shows that the proposed transportation and delivery of the 
gas by means of the combined facilities of Manufacturers and Penn-Jersey will 
render unnecessary the construction and operation of approximately 25 miles of 
pipeline from the facilities of City Gas to the facilities of Texas Eastern. 

Allentown-Bethlehem proposes to improve its gas supply and aid in overcoming 
existing shortages therein by abandonment of the service which it now renders 
to City Gas after deliveries of natural gas from the facilities of Texas Eastern 
have commenced. The record shows that the proposed facilities of Penn-Jersey 
will pass through the franchise territory of Allentown-Bethlehem, and that the 
order of the Pennsylvania Public Utility Commission authorizing the exercise of 
corporate powers by Penn-Jersey requires said company to operate the proposed 
facilities solely as a transmission line and provides that no sales be made from 
said pipeline in Pennsylvania without authorization from said Commission. 

The estimated total capital cost of the facilities proposed to be constructed 
by Penn-Jersey is $210,000. Penn-Jersey proposes to defray such cost by the 
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issuance of $60,000 of capital stock out of an authorized issue of $75,000, and by 
the sale of $150,000 of first mortgage bonds to Home Life Insurance Co. The 
stock proposed to be sold is expected to be sold to individuals, with a possibility 
of the sale of some of said stock to City Gas. 

Penn-Jersey has submitted as part of its application a pro forma F. P. C. gas 
tariff of charges for the transportation service it proposes to render. 

The Commission finds: 

(1) Manufacturers, a Pennsylvania corpuration having its principal place of 
business at Pittsburgh, Pa., owns and operates, among other facilities, a natural 
gas transmission pipeline system located in the States of Ohio, Pennsylvania, 
and West Virginia, and by such operations is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of August 31, 1943, in docket No. G-496, 
3 F. P. C. 1079. 

(2) Texas Eastern, a Delaware corporation having its principal place of busi- 
ness at Shreveport, La., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas, Louisiana, Mis- 
sissippi, Alabama, Arkansas, Missouri, Illinois, Indiana, Ohio, West Virginia, 
Tennessee, Kentucky, Pennsylvania, New Jersey, and New York, and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of October 10, 1947, in docket No. G-&880, 6 F. P. C. 148. 

(3) Penn-Jersey, a Pennsylvania corporation having its principal place of 
business at Easton, Pa., upon the completion of the facilities herein proposed and 
the commencement of the operation thereof, will be engaged in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission and will be, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act. 

(4) Allentown-Bethlehem, a Pennsylvania corporation having its principal 
place of business at Allentown, Pa., owns and operates, among other facilities, 
natural-gas transmission pipelines located in the State of Pennsylvania and by 
such operations is engaged in the transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, subject to the jurisdic- 
tion of the Commission, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of December 14, 1949, in docket No. G--1255, 8 F. P. C. 426. 

(5) The facilities hereinbefore described which Manufacturers proposes to 
construct and operate are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and the construction and opera- 
tion thereof by Manufacturers are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(6) The facilities hereinbefore described which Penn-Jersey proposes to con- 
struct and operate are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Penn-Jersey are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(7) The delivery and sale of natural gas by Texas Eastern to Manufacturers 
as proposed herein are subject to the jurisdiction of the Commission. 
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(8) The proposed abandonment of facilities and service hereinbefore de- 
scribed, by Allentown-Bethlehem, are subject to the requirements of subsection 
(b) of section 7 of the Natural Gas Act. 

(9) Applicants, Manufacturers, Penn-Jersey, and Texas Eastern, are each 
able and willing properly to do the acts and to perform the service proposed and 
to conform to the provisions of the Natural Gas Act, and the requirements, rules, 
and regulations of the Commission thereunder. 

(10) The proposed construction and operation of the facilities hereinbefore 
described, by Manufacturers and Penn-Jersey, are required by the public con- 
venience and necessity, and certificates therefor should be granted as hereinafter 
ordered and conditioned. 

(11) The proposed abandonment of facilities and service hereinbefore de- 
scribed, by Allentown-Bethlehem, are permitted by the public convenience and 
necessity, and permission and approval thereof should be granted as hereinafter 
ordered and conditioned. 

(12) The proposed sale and delivery of natural gas, hereinbefore described, by 
Texas Eastern is required by the public convenience and necessity, and a cer- 
tificate therefor should be granted as hereinafter ordered and conditioned. 

(13) The proposed delivery of natural gas heretofore reserved for delivery to 
City Gas by Texas Eastern can be economically delivered to City Gas in the man- 
ner proposed in its application herein, and an order determining the same should 
issue as hereinafter ordered and conditioned. 

(14) Applicants having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) It is hereby determined that a maximum daily volume of 1,700 M. c. f. of 
natural gas heretofore reserved for delivery to City Gas Company of Phillipsburg, 
N. J., by Texas Eastern Transmission Corp. can be economically delivered to it 
in the manner proposed in its application filed in docket No. G—1694, all as more 
fully described in said application upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby is 
issued to the Manufacturers Light and Heat Co. authorizing the construction 
and operation of the facilities hereinbefore described, all as more fully described 
in the application filed in docket No. G—1695, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby is 
issued to Penn-Jersey Pipe Line Co. authorizing the construction and operation 
of the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented, in docket No. G—1749, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(D) A certificate of public convenience and necessity be and the same hereby is 
issued to Texas Eastern Transmission Corp. authorizing the delivery and sale of 
natural gas to the Manufacturers Light and Heat Co. as hereinbefore described, 
all as more fully described in the application filed in docket No. G—1699, upon 
the terms and conditions of this order. 

(E) Allentown-Bethlehem Gas Co. be and it hereby is granted permission and 
approval to abandon the facilities hereinbefore described and the service of 
natural gas to City Gas Co. of Phillipsburg, N. J., all as more fully described in 
the application filed in docket No. G—1777, upon the terms and conditions of this 
order. ™ 
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(F) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued to the Manufacturers Light and Heat Co. in 
paragraph (B) hereof, and te the exercise of rights granted thereunder: 

<1) Said certificate shall be void and without force or effect unless it be ac- 
cepted in writing by the Manufacturers Light and Heat Co. within 30 days from 
the date of the issuance of this order: Provided, however, That such acceptance 
shall be filed within 30 days from the date of issuance of any order upon an ap- 
plication for rehearing of this order, if any, or within 30 days from the date on 
which any such application may be deemed to have been denied when the Com- 
mission has not acted thereon: and Provided, further, That such acceptance shall 
be filed within 30 days after final disposition of the judicial review of proceedings 
initiated by any petition for review of this order. 

(2) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by the Manufacturers Light 
and Heat Co. within 90 days from the date of the issuance of this order. 

(3) The Manufacturers Light and Heat Co. shall file with the Commission, in 
writing and under oath, an original and four conformed copies of the following 
as to the facilities which it is by this order authorized to construct and operate: 

(i) within 10 days after the bona fide beginning of construction of such facili- 
ties, notice of the date of such beginning ; 

(ii) each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities ; 

(iii) within 10 days after such facilities have been constructed and placed in 
operation, notice of the date of such placement ; and 

(iv) within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, a statement 
showing the actual cost of constructing said facilities, by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause of any difference between actual cost and estimates of cost 
relied upon by said applicant. 

(4) The Manufacturers Light and Heat Co. shall file with the Commission at 
least 30 days before the commencement of service hereby authorized, executed 
copies of the service agreement for such service, in the standard form of service 
agreement of said company; and the sale of natural gas to City Gas Co. of Phil- 
lipsburg, N. J., shall be made under the applicable effective rate schedule provided 
in the Manufacturers Light and Heat Co.’s FPC gas tariff. 

(5) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as the Manufacturers Light and Heat Co. continues the 
operations authorized by this order to be undertaken by such applicant and in 
accordance with the provisions of the Natural Gas Act, as well as applicable rules, 
regulations, and orders of the Commission. 

(G) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued to Penn-Jersey Pipe Line Co. in paragraph (C) 
hereof, and to the exercise of rights granted thereunder : 

(1) Said certificate shall be void and without force or effect unless it be ac- 
cepted in writing by Penn-Jersey Pipe Line Co. within 30 days from the date of 
the issuance of this order: Provided, however, That such acceptance shall be filed 
within 30 days from the date of issuance of any order upon an application for 
rehearing of this order, if any, or within 30 days from the date on which any such 
application may be deemed to have been denied when the Commission has not 
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acted thereon: and Provided, further, That such acceptance shall be filed within 
30 days after final disposition of the judicial review of proceedings initiated by 
any petition for review of this order. 

(2) The construction of the facilities hereinbefore described shall be completed 
and said facilities shall be in actual operation by Penn-Jersey Pipe Line Co. 
within 90 days from the date of the issuance of this order. 

(3) Penn-Jersey Pipe Line Co. shall file with the Commission, in writing and 
under oath, an original and four conformed copies of the following as to the facili- 
ties which it is by this order authorized to construct and operate: 

(i) within 10 days after the bona fide beginning of construction of such facili- 
ties, notice of the date of such beginning ; 

(ii) each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities ; 

(iii) within 10 days after such facilities have been constructed and placed in 
operation, notice of the date of such placement ; and 

(iv) within 6 months after such facilities have been constructed and placed in 
service, and the operations hereby authorized have commenced, a statement show- 
ing the actual cost of constructing said facilities, by operating units, and showing 
separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, and 
all other items of cost, together with a statement showing and explaining the 
cause of any difference between actual cost and estimates of cost relied upon by 
said applicant. 

(4) Penn-Jersey Pipe Line Co. shall file with the Commission at least 30 days 
before the commencement of the transportation service hereby authorized, a 
tariff identical in substance with the pro forma tariff submitted as part of its 
application in these proceedings. 

(5) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as Penn-Jersey Pipe Line Co. continues the operations 
authorized by this order to be undertaken by such applicant and in accordance 
with the provisions of the Natural Gas Act, as well as applicable rules, regula- 
tions, and orders of the Commission. 

(6) The facilities hereby authorized to be constructed and operated by Penn- 
Jersey Pipe Line Co. shall not be used for the sale of natural gas by Penn-Jersey 
Pipe Line Co. without prior approval by the Commission granted upon proper 
application therefor. 

(H) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued to Texas Eastern Transmission Corp. in para- 
graph (D) hereof, and to the exercise of rights granted thereunder: 

(1) Said certificate shall be void and without force or effect unless it be ac- 
cepted in writing by Texas Eastern Transmission Corp. within 30 days from the 
date of the issuance of this order: Provided, however, That such acceptance shall 
be filed within 30 days from the date of issuance of any order upon an applica- 
tion for rehearing of this order, if any, or within 30 days from the date on which 
any such application may be deemed to have been denied when the Commission 
has not acted thereon: and Provided, further, That such acceptance shall be filed 

within 30 days after final disposition of the judicial review of proceedings 
initiated by any petition for review of this order. 

(2) The sale of natural gas and the service hereby authorized shall be actually 
undertaken and regularly performed by Texas Eastern Transmission Corp., within 
90 days from the date of the issuance of this order. 

(3) Texas Eastern Transmission Corp. shall file with the Commission, in writ- 
ing and under oath, an original and four conformed copies of the following as 
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to the sales of natural gas and the service which it is by this order authorized 
to perform: 

(i) within 10 days after such sales and service have commenced, notice of 
the date of such commencement. 

(4) Texas Eastern Transmission Corp. shall file with the Commission at least 
30 days before the commencement of the service hereby authorized, executed 
copies of the service agreement for such service in the standard form of service 
agreement of said company; and the sale of natural gas to The Manufacturers 
Light and Heat Co. shall be made under applicable effective rate schedules pro- 
vided in Texas Eastern Transmission Corp.’s F. P. C. gas tariff. 

(5) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as Texas Eastern Transmission Corp. continues the 
operations authorized by this order to be undertaken by such applicant and in 
accordance with the provisions of the Natural Gas Act, as well as applicable 
rules, regulations, and orders of the Commission. 

(I) The following conditions be and the same hereby are attached to the 
permission and approval to abandon the facilities and service granted to Allen- 
town-Bethlehem Gas Co. in paragraph (E) hereof: 

(1) The permission and approval to abandon facilities and service granted by 
this order shall be void and without force or effect unless it be accepted in writing 
by Allentown-Bethlehem Gas Co. within 30 days from the date of the issuance of 
this order: Provided, however, That such acceptance shall be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application 
may be deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance shall be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition 
for review of this order. 

(2) Allentown-Bethlehem Gas Co. shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the following: 

(i) within 10 days after the abandonment and discontinuance of service 
authorized by this order, notice of the date on which such abandonment and 
discontinuance of service took place. 

(3) Pending the commencement of service to City Gas Co., of Phillipsburg, 
N. J., as authorized by this order, Allentown-Bethlehem Gas Co. shall continue 
to render gas service to City Gas Co. of Phillipsburg, N. J., which it presently 
renders, and such service shall be abandoned and discontinued simultaneously 
with the commencement of service from the facilities of Texas Eastern Trans- 
mission Corp. as authorized by this order. 

(4) Allentown-Bethlehem Gas Co. shall file with the Commission a notice 
of cancellation of its existing service agreement with City Gas Co. of Phillips- 
burg, N. J., in accordance with section 154.64 of the Commission’s rules of 
practice and procedure (18 CFR 154.64). 

(J) In addition to the foregoing conditions individually attached to the issu- 
ance of the authorizations hereinbefore granted and to the exercise of the rights 
granted thereunder, the following condition be and the same hereby is attached 
to all such authorizations: 

(1) Each applicant shall, as to the facilities hereby authorized to be con- 
structed, or as to the service hereby authorized to be commenced, place such 
facilities in operation and commence such service simultaneously with the place- 
ment in operation of the facilities or commencement of service by all other appli- 
cants herein. 


Adopted: October 28, 1952. Issued: October 31, 1952. 
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Order permitting withdrawal of applications for amendment of licenses and 
further amending licenses (major) 


South Carolina Electric & Gas Co. 
Projects Nos. 1894, 1895 


On September 15, 1952, South Carolina Electric & Gas Co., licensee for major 
projects No. 1894 and 1895, filed applications for further amendment of its 
licenses for the respective projects to so revise the amortization reserve articles 
therein as to conform with the language presently used in licenses for such 
projects. 

Inasmuch as the applications in effect supersede applications filed by the appli- 
cant on July 1, 1944, the applicant, in letter dated Setember 8, 1952, requests 
permission to withdraw the 1944 filings. 

The Commission finds: 

(1) Itis appropriate to permit withdrawal of the 1944 filings. 

(2) The licenses for projects Nos. 1894 and 1895, amended as hereinafter pro- 
vided, will not alter any of the basic facts upon which the respective licenses 
were issued, and will not require public notice. 

The Commission orders: 

(A) Permission is hereby granted South Carolina Electric & Gas Co. to 
withdraw its applications filed July 1, 1944 for amendment of its licenses for 
projects Nos. 1894 and 1895. 

(B) The licenses for projects Nos. 1894 and 1895, respectively, are hereby 
further amended, effective as of the first day of the month in which this instru- 
ment properly accepted is filed with the Commission, so that article 18 of each 
license shall read as follows: 

Article 18. After the first 20 years of operation of the project under the license, 
namely after December 31, 1957, 6 percent per annum shall be the specified rate 
of return on the net investment in the project for determining surplus earnings 
of the project for the establishment and maintenance of amortization reserves, 
pursuant to section 10 (d) of the act; one-half of the project surplus earnings, 
if any, accumulated after the first 20 years of operation under the license, in 
excess of 6 percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below 6 
percent per annum for any fiscal year or years after the first 20 years of operation 
under the license, the amount of such deficiency shall be deducted from the 
amount of any surplus earnings accumulated thereafter until absorbed, and one- 
half of the remaining surplus earnings, if any, thus cumulatively computed, 
shall be set aside in the project amortization reserve account; and the amounts 
thus established in the project amortization reserve account shall be maintained 
therein until further order of the Commission. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this instrument. In acknowledgment of the acceptance of this 
instrument, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Adopted: October 28, 1952. Issued: October 30, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G—2025 


On August 6, 1952, Tennessee Gas Transmission Co. (applicant) filed an ap- 
plication for a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, authorizing the construction and operation of a sales 
meter station on its main transmission pipeline near Ashland, Miss., for the sale 
and delivery of natural gas to the village of Ashland for resale in Ashland and 
environs. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 21, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The service to be rendered by means of the proposed facilities is the delivery 
and sale by applicant of natural gas to the village of Ashland under the terms of 
a contract providing for the rendition of service in accordance therewith up to a 
maximum of 160 M. c. f. daily. The volume of natural gas referred to above is 
part of the capacity made the subject of reservation at docket Nos. G—962 and 
G-—1248, wherein a delivery capacity of 40,000 M. c. f. daily was authorized for 
general distribution to such communities, and of which 38,000 M. c. f. is presently 
being distributed. The service and sale proposed are to accord with applicant’s 
filed rate schedule G-1. 

The Commission finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation having its princi- 
pal place of business at Houston, Tex., owns and operates a natural-gas trans- 
mission pipeline system in the States of Texas, Louisiana, Arkansas, Mississippi, 
Tennessee, Kentucky, West Virginia, Ohio, Pennsylvania, and New York. By 
such operations, applicant is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, heretofore found by the Commission in its 
order issued August 1, 1947, In the Matter of Tennessee Gas and Transmission 
Company, docket No. G—-808, 6 F. P. C. 136. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure 18 C. F. R. 1.32 (b) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the proposed facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Tennessee Gas Transmission Co., authorizing it to construct and 
operate a sales meter station at a point on its main transmission pipeline system 
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near Ashland, Miss., for the sale and delivery of natural gas to the Village of 
Ashland for resale in Ashland and environs. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be completed and actual opera- 
tions thereunder shall be commenced by applicant within 180 days from the 
date of issuance of this order. 

(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of 
date of such beginning: 

(ii) Within 3 months after date of issuance of the order granting the certifi- 
cate, a progress report showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service, notice of the date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
cost relied upon by applicant in the proceeding in which the certificate is issued. 

(3) Applicant shall deliver and sell a maximum of 160 M. c. f. per day to the 


village of Ashland, Miss., which service shall initially be rendered under appli- 
cant’s presently effective rate schedule G-1. 


(4) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order 
issuing such certificate and in accordance with the provisions of the Natural 
Gas Act, as well as any applicable rules, regulations, or orders of the Com- 
mission. 


Adopted: October 28, 1952. Issued: October 30, 1952. 


Order issuing new license (minor) 
H. B. Smith 
Project No. 1128 


Application was filed March 17, 1952, by H. B. Smith, of Leavenworth, Wash., 
for a new license under the Federal Power Act (hereinafter referred to as the 
act) for constructed minor project No. 1128, located on Ellen Creek in Chelan 
County, Wash., and affecting lands of the United States in the SEYSW of sec. 
33, T. 27 N., R. 16 E., Willamette meridian, Wash., within the Wenatchee National 
Forest. 
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The project—license No. 2 for which expired July 6, 1952—occupies 2.0 acres 
of lands of the United States and consists of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a ditch and steel pressure pipeline about 
760 feet long; a powerhouse; and a transmission line 550 feet long; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights, and interests the possession of which is necessary or appropriate in 
the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map which formed part of the expired license, which map is des- 
ignated and described as follows: 

Exhibit F.—(¥F. P. C. No. 1128-1), a detail map in one sheet entitled “Hydro 
electric project of H. B. Smith, Merritt, Wash.,” signed by H. B. Smith on 
October 24, 1930, and filed with the Commission April 5, 1932. 

The original license for the project was issued to H. B. Smith on July 7, 1982, 
for a period of 10 years. License No. 2 was issued to H. B. Smith on December 
8, 1942, for a period of 10 years from July 7, 1942. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wenatchee National Forest, has reported on the application. 

The Under Secretary of the Interior has reported on the application. 

The Departments of Fisheries and Game of the State of Washington have re- 
ported on the application. 

The Commission finds: 


(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Wenatchee 
National Forest was created or acquired. 

(5) The installed capacity of the project is 6 horsepower and the energy gen- 
erated thereby is used by the applicant for domestic purposes at his resort. 

(6) The exhibit described and designated in the second paragraph of this order 
conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the license of terms and conditions of the act which are 
hereinafter waived; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 


(A) This new license is issued, without charge, to H. B. Smith under sections 
4 (e) and 15 of the act for a period of 10 years, effective as of July 7, 1952, for 











APPENDIX—ORDERS 1391 


the operation and maintenance of minor project No. 1128 upon lands of the 
United States within the Wenatchee National Forest, subject to the terms and 
conditions of the act which is hereby incorporated by reference as a part of 
this license (except that the terms and conditions of part I of the act referred 
to in finding (7) above are hereby waived to the extent therein specified), and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof. 

(C) Exhibit F (F. P. C. No. 1128-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Adopted: October 28,1952. Issued: October 29, 1952. 


Order further amending license (major) 
Star Valley Power & Light Co. 
Project No. 1651 


Application was filed March 14, 1949, and supplemented October 3, 1949, and 
February 1, 1952, by Star Valley Power & Light Co., licensee for major project 
No. 1651, located on Swift Creek in Lincoln County, Wyo., and affecting lands of 
the United States within the Bridger (formerly Wyoming) National Forest, for 
amendment of the license for the project to include a wing to the upper power- 
house of the project and the installation therein of a 400 kilowatt unit placed in 
operation the latter part of 1949. 

No additional lands of the United States will be affected by the amendment of 
license. 

The effect of the amendment of the license will be to increase the authorized 
installed horsepower capacity of the project from 900 horsepower to 1,485 horse- 
power, and consequently, increase the annual charge for the purpose of reim- 
bursing the United States for the costs of administration of part I of the Federal 
Power Act by basing it on 1,485 horsepower instead of 900 horsepower. 

The Public Service Commission of the State of Wyoming has reported that 
it does not have any suggestions or recommendations to make on the application. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Bridger National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The authorized installed horsepower capacity of the project as increased 
under the amendment of license is 1,485 horsepower and the annual charge for 
the purpose of reimbursing the United States for the costs of administration of 
part I of the act, based on such capacity, as hereinafter provided, is reasonable. 
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(4) Exhibit L, sheets 3 and 4 (F. P. C. Nos. 1651-14 and 1651-15), showing 
the powerhouse as enlarged, the cross-section of the new unit and the plan of the 
reconstructed surge pipe and intake pipes, and filed as part of the application, 
supplements exhibit L, sheet 2 (F. P. C. No. 1651-4), now part of the license for 
the project, and conforms to the Commission’s rules and regulations and should 
be approved as part of the license for the project. 

(5) Exhibit K (F. P. C. No. 1651-7), a map of the lower development, and ex- 
hibit L (F. P. C. No. 1651-4), showing details of powerhouse and surge pipe and 
tank, and now part of the license for the project, should be revised to show the 
changes in the project and as revised should be approved as part of the license 
for the project. 

The Commission orders: 

(A) The above-specified exhibits filed as part of the application are approved 
as part of the license for the project. 

(B) The above-specified exhibit K (F. P. C. No. 1651-7) and exhibit L (F. P. C. 
1651-4), now part of the license for the project, should be revised to show the 
changes in the project and as revised are hereby approved as part of the license 
for the project. 

(C) The license issued December 1, 1942, to Star Valley Power & Light Co., 
and amended February 5, 1945, and April 12, 1950, be and the same is hereby 
further amended, effective as of January 1, 1950, to provide for a wing to the 
upper powerhouse of the project and the installation therein of a 400 kilowatt 
unit ; an increase in the authorized installed horsepower capacity of the project, 
and consequently an increase in the annual charges; the describing and showing 
of the project as constructed ; and the incorporation in the license of certain ex- 
hibits showing the said changes, said amendment being : 

Paragraph I. Article 2 of the license as amended February 5, 1945, is hereby 
further amended to read as follows: 

Article 2. The project covered by and subject to this license consists of : 

A. All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interests in such lands neces- 
sary or useful for the purposes of the project, whether such lands or interests 
therein are owned or held by the Licensee or by the United States; such project 
area and project boundary being more specifically shown and described by cer- 
tain exhibits which formed part of the applications for amendment of license and 
which are designated and described as follows: 

Exhibit K.—(F. P. C. No. 1651-2), a drawing entitled “Map and profile,” signed 
Star Valley Power and Light Co. by C. J. Call on November 14, 1939, and showing 
pipeline location of upper development ; 

(F. P. C. No. 1651-7), a drawing entitled “General map and detail map of lower 
development,” and signed by C. J. Call, president, on November 1, 1939, as revised 
pursuant to March 14, 1949 application, as supplemented, for amendment of 
license ; five sheets Showing structures of lower development originally designated 
as project No. 910 and consisting of: sheet 2 (F. P. C. No. 1651-8), a draw- 
ing entitled “Plan view of dam and details of spillway,” and received in the 
Commission on October 28, 19438 ; sheet 3 (F. P. C. No. 1651-9), a drawing entitled 
“Cross-section of dam and details of outlet works,” and received in the Com- 
mission on October 28, 1943; sheet 4 (F. P. C. No. 1651-10), a drawing showing 
plan of 40-inch steel penstock and received in the Commission on November 28, 
1939 ; sheet 5 (F. P. C. No. 1651-11), a drawing showing powerhouse details and 
received in the Commission on November 28, 1939; and sheet 6 (F. P. C. No. 
1651-12), a drawing showing powerhouse details and received in the Commission 
on November 28, 1939. 
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B. Project works comprising two separate developments consisting of the 
following: 

(1) The Upper development consists of a gravity dam approximately 20 feet 
high; a reservoir with a capacity of 22 acre-feet; a 30-inch pipe line, 7,032 feet 
long ; a surge tank ; a powerhouse with two units installed, one with a capacity of 
500 horsepower and the other with a capacity of 585 horsepower; a 2,300-volt 
transmission line about one mile long connecting the two developments; and 
appurtenant works; and 

(2) The Lower development (formerly project No. 910) consists of an earth- 
fill dam about 20 feet high and 400 feet long; a reservoir with a capacity of 
70 acre-feet ; a 54-inch wood-stave pipe line about 1,200 feet long; a powerhouse 
containing one unit with capacity of 400 horsepower; a separate building con- 
taining a diesel plant of 300 horsepower; and appurtenant works; 
the location, nature, and character of which are more specifically shown by 
the exhibits hereinbefore cited and by certain other exhibits which also formed 
part of the applications for amendment of license and which are designated and 
described as follows: 

Evhibit L—Two sheets signed Star Valley Power and Light Co. by C. J. 
Call on November 14, 1939, and consisting of the following : 

Sheet 1 (F. P. C. No. 1651-6) revised July 15, 1941, and showing plan and 
details of dam; and sheet 2 (F. P. C. No. 1651-4) showing details of power- 
house and surge pipe and tanks, as revised to show changes authorized pursuant 
to March 14, 1949 application, as supplemented, for amendment of license; two 
sheets signed on March 14, 1949, by W. Leroy Call, Secretary and Treasurer of 
Star Valley Power and Light Co., which supplement exhibit L (F. P. C. No. 
1651—4) and consist of the following: 

Sheet 3 (F. P. C. No. 1651-14) showing powerhouse sections and plan of 
intake pipes ; and sheet 4 (F. P. C. No. 1651-15) showing general plan and eleva- 
tions of revised powerhouse. 

Erhibit M.—One typewritten sheet entitled “Specifications for equipment,” 
and signed Star Valley Power and Light Co. by C. J. Call, president, on November 
13, 1939. 

One typewritten sheet dated August 20, 1949, and signed Star Valley Power 
and Light Co. by W. Leroy Call, secretary and treasurer. 

General description of mechanical, electrical and transmission equipment, 
signed by A. F. Burton, president and secretary of Afton Electric Co. and 
received in the Commission June 26, 1928. (This exhibit was designated exhibit 
G in the license for project No. 910 which license was transferred to Star 
Valley Power and Light Co. by Commission order dated May 2, 1939.) 

C. All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the project 
or any part thereof, whether located on or off the project area, if and to the ex- 
tent that the inclusion of such property as part of the project is approved or 
acquiesced in by the Commission; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

D. The authorized installed capacity of the project is 1,485 horsepower. 

Paragraph II. Article 20 of the license as amended April 12, 1950, is hereby 
further amended to read as follows : 

Article 20. Subject to the provisions of section 10 (e) of the act and the rules 
and regulations of the Commission thereunder, the licensee shall pay to the 
United States the following annual charges : 
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A. For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (1,485 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way, $63.12; and 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $2.38. 

Paragraph III. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as here- 
tofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment of license. In acknowledgment of the acceptance of this amendment of 
license, it shall be signed for the licensee and returned to the Commission within 
60 days from the date of issuance of this order. 


Adopted: October 28,1952. Issued: October 29, 1952. 
Order accepting surrender of license (transmission line) 
Puget Sound Power & Light Co. 


Project No. 1223 





















Application was filed August 5, 1952 by Puget Sound Power and Light Co., 
licensee for transmission-line project No. 1223, for surrender of the license for 
the line, which was issued to it on August 7, 1933 for a period of 25 years. 

By letter dated April 17, 1950, the Commission had requested the licensee to 
surrender the license, effective as of December 31, 1949, since the line did rot 
appear to be a primary transmission line within the licensing authority of the 
Commission. However, according to the application for surrender, the line was 
sold on September 1, 1949 to the Snohomish County Public Utility District No. 1, 
and by letter dated July 24, 1952 the district advised the Commission that it was 
in the process of applying to the Superintendent of the Tulalip Indian Agency 
for authorization to occupy the lands covered by the license for the line. 

The licensee has paid the annual charges through December 31, 1949. 

The Commission finds: 

Acceptance of surrender of the license for transmission-line project No. 1223 
is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission-line project No. 1223 is hereby ac- 
cepted, effective as of December 31, 1949. 


Adopted: October 28,1952, Issued: October 28, 1952. 
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Order dismissing application for temporary certificate 
Algonquin Gas Transmission Co. 
Docket No. G—1319 


On October 21, 1952, Algonquin Gas Transmission Co. (Algonquin) filed an 
application, pursuant to section 7 of the Natural Gas Act, section 157.17 of the 
Commission’s rules and regulations, and “the inherent and implied powers of the 
Commission,” for a temporary certificate authorizing the construction and 
operation of a natural-gas pipeline system extending from an interconnection 
with the pipeline system of Texas Eastern Transmission Corp. near Lambert- 
ville, N. J., to a point near Boston, Mass., and to deliver and sell natural gas to 
distributing companies and communities in New Jersey, Connecticut, Massa- 
chusetts, and Rhode Island. 

On January 24, 1950, Algonquin filed an application in the above-docketed 
proceeding, as amended on May 1, 1950, pursuant to section 7 of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of a natural-gas pipeline system. On February 
27, 1951, the Commission issued an opinion and accompanying order, 10 F. P. C. 
35, granting Algonquin a certificate of public convenience and necessity au- 
thorizing the construction and operation of a natural-gas pipeline system as above 
described. On March 3, 1951, Northeastern Gas Transmission Co. filed a peti- 
tion for review of said opinion and accompanying order in the United States 
Court of Appeals for the Third Circuit, alleging, among other things, that as 
a competitor of Algonquin it had, by Commission action, been denied due process 
in the above-docketed proceeding. Upon judicial review, said opinion and order, 
among others, were set aside on April 4, 1952, by order of the Court of Appeals, 
Northeastern Gas Transmission Co., et al. v. Federal Power Commission, 195 F. 
2d 872 (CA 3, 1952). On October 13, 1952, the United States Supreme Court an- 
nounced that it would not issue a writ of certiorari to the Court of Appeals as it 
had been petitioned to do by Algonquin and this Commission. The mandate of 
the Court of Appeals was received by the Commission on October 23, 1952. 

In its application, Algonquin states that the natural-gas facilities for which 
certificate authorization was sought in its application filed January 24, 1950, 
as amended, and which were certificated by the Commission’s order issued on 
February 27, 1951, are now substantially constructed, and that such facilities as 
are not yet constructed would be completed in November 1952. The judgment 
and order of the Court of Appeals for the Third Circuit, filed April 4, 1952, leaves 
the constructed portion of Algonquin’s pipeline system largely completed since 
that date without certificate authorization. Completion of the pipeline system 
cannot be accomplished without certificate authorization by this Commission. 

Algonquin states that if its application for a temporary certificate is not 
granted “the charges to Algonquin would amount to about $32,000 per day,” and 
in the event Algonquin was unable to keep a construction crew on hand “the 
charges for moving out and moving in material, equipment and men would be 
approximately $300,000.” It further states that “if the construction were not 
completed within the next few weeks and weather conditions interfered with the 
completion of the project this year, Algonquin estimates an additional cost to 
it of approximately $1,000,000 to complete the project .. .” 

Accompanying Algonquin’s application for a temporary certificate are affi- 
davits from most of its customers. In the main, these represent that most of 
Algonquin’s customers have expended considerable sums of money in preparation 
for conversion to natural-gas service. In addition, some of such customers state 
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that they face a serious situation with respect to inability to obtain alternative 
sources of fuel if natural gas is not shortly made available, and with respect to 
inability to meet additional loads anticipated with the advent of natural gas. 

From the foregoing representations, it appears that there will be an adverse 
economic impact on Algonquin and on most of its prospective customers if no 
temporary certificate should issue. It is obvious that so far as the public 
served by Algonquin’s prospective customers is concerned, a hardship will be 
imposed, in varying degrees, if no temporary certificate is issued. Since Algon- 
quin filed its application on October 21, 1952, score of telegrams have been 
received by this Commission from public officials and private citizens attesting 
to that conclusion. These facts argue strongly for the relief requested if it be 
within the power of the Commission properly to grant. 

Such authority as this Commission has to issue a temporary certificate stems 
from section 7 (c) of the Natural Gas Act which provides, in part, that: 

* * * the Commission may issue a temporary certificate in cases of emer- 
gency, to assure maintenance of adequate service or to serve particular 
customers, without notice of hearing, pending the determination of an 
application for a certificate. 

The legislative history of that part of the Natural Gas Act long ago convinced 
us, however, that the actual authority delegated by Congress is sharply circum- 
scribed. Our understanding of the extent of the power thus granted was first re- 
duced to a rule of general applicability in 1949, and as recently modified now ap- 
pears as section 157.17 of the Commission's rules and regulations, which provides : 

In cases of emergency and pending the determination of an application on 
file with the Commission for a certificate of public convenience and necessity 

7 of the Natural Gas Act, application may be made for 
















pursuant to section 7 
a temporary certificate authorizing the construction and operation of such 
extensions of existing facilities and such interconnections of pipeline sys- 
tems as may be required to assure maintenance of adequate service, or to 
serve particular customers. * * * 

Because of the gravity of the circumstances presented in this case, we have 
again reviewed that legislative history with extreme care and we are firmly 
convinced that Congress did not intend that this Commission have power to issue 
a temporary certificate in such a case as this. This application involves new 
gas service through a virtually complete new pipeline system, seeking no author- 
ization for an extension of an existing or certificated facility of the applicant or 
for an interconnection within the purview of our authority under the Act. 

The Commission finds: 

The foregoing application filed by Algonquin Gas Transmission Co. on October 
21, 1952, for a temporary certificate of public convenience and necessity does not 
come within the purview of the authority of this Commission to grant. 

The Commission orders: 

The foregoing application filed by Algonquin Gas Transmission Co. on October 
21, 1952, for a temporary certificate of public convenience and necessity, be and 
the same is hereby dismissed for lack of jurisdiction. 

Commissioners Draper and Smith dissenting. 


Adopted: October 29,1952. Issued: October 31, 1952. 
























WIMBERLY, Commissioner, concurring: 

This order dismissing the application of Algonquin Gas Transmission Co. for 
a temporary certificate of public convenience and necessity to render natural gas 
service proposed at docket No. G-1319 increases my apprehension that perhaps 
the New England area has been led to believe that eventually it is going to get 
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considerably more in the way of natural gas service than can reasonably be ex- 
pected. I am sure that hardships will result because of our denial of the tempo- 
rary relief requested by Algonquin and certain New England utilities. This is 
to be regretted and I wish I were convinced we have the legal authority to act 
as we have been urged. However, the Commission can do no more than it is 
authorized to do under the Natural Gas Act and it must, in my opinion, go for- 
ward diligently with the mandates of the Court of Appeals for the Third Circuit 
and forthwith schedule further proceedings in this and related matters. 

I am convinced relief for those consumers who were expecting natural gas 
service from Algonquin this winter can only come, if at all, by prompt hearings 
op the related pending matters. That does not imply by any means that Algonquin 
will be authorized to serve all or any of the customers which it was certificated 
to serve in docket No. G—1319, which order has been voided by the Circuit Court 
ef Appeals. Neither does it mean that Algonquin’s competitor who persuaded the 
Court that our order ought to be stricken down will be given authority to serve 
those towns that would soon be receiving natural gas but for the decision of the 
Court. 

The Commission has found that public convenience and necessity requires 
natural gas service to New England. But we are also aware that it takes a great 
deal more than that to make natural gas a reality. 

The matter of providing natural gas service for the 27 New England areas pro- 
posed to be served by Algonquin is now back before us. In the further pro- 
ceedings to be held, the adequacy of basic gas supplies will necessarily be a crucial 
issue. We have seen one proposed supplier, Transcontinental Gas Pipe Line Co., 
which was to provide a minimum of 64,000,000 cubic feet per day for the New 
England markets, come before the Commission and obtain revocation of its certifi- 
cate authorization largely because of the demonstration that it was simply un- 
able to perform under its certificate.’ 

Another proposed supplier, Texas Eastern Transmission Corp., has had its 
authorization to serve up to 220,000,000 cubic feet per day to the New England 
markets voided by the Circuit Court of Appeals. 

I point out these things because I feel the people of New England ought to 
be aware of the facts of the case because neither this Commission nor anyone else 
can promise them when they will get additional quantities of natural gas, how 
far into the future those supplies will be available, or from what source or sources 
they might come. 

I reluctantly concurred in the order of the Commission revoking the authority 
granted Transcontinental to serve 64,000,000 cubic feet of natural gas daily to 
the New England markets simply because I could not see, under the circumstances 
of that case, any alternative action. That is precisely where I find myself in 
arriving at a decision to dispose of Algonquin’s request for a temporary certifi- 
cate. Matters have worsened for New England since the retreat of Transconti- 
nental from those markets. Because I am convinced the people of that area 
ought to be fully aware of the uncertainties that exist in their fight to secure 
adequate natural gas supplies, I repeat what I said in concurring with that order 
of deauthorization : 


I concur in the order rescinding authorization to Transcontinental Gas Pipe 
Line Corp. to supply 64,000 M. c. f. of natural gas daily to New England 
markets simply because the Commission is powerless to act in any manner 


that would hold this gas supply for service to those consumers so long as 


1 Order of June 17, 1952, In the Matter of Transcontinental Gas Pipe Line Corporation, 
docket No. G—1277. 
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Transcontinental elects not to go forward with construction of this portion 
of the facilities certificated at docket No. G-1277. 

This may result in tragic consequences for the people of New England 
who have been promised gas from this source. Certainly, it eliminates one 
highly important, if not essential, source of supply which many were 
convinced was necessary if the people of Connecticut, Massachusetts, Rhode 
Island, and New Hampshire are to receive full benefits of natural gas 
service. It would not meet the point to say that there might possibly be 
additional gas secured from Tennessee Gas Transmission Co., or even some 
gas in the distant future from Texas Eastern Transmission Co., for those 
are matters too speculative to warrant discussion at this time. The fact 
that a substitution has been found for the same quantity of gas which was 
pledged to the service of New England by Transcontinental is doubtless of 
little comfort to those consumers when they realize that one basic supplier— 
as well as the natural gas reserves dedicated to such service—is released 
from obligation to serve them. 

No one can predict with any assurance what the outcome of these matters will 
be, but in my opinion the Commission has no alternative to action in which I have 


joined. 






consumers. 





area. 

































Filed October 29, 1952. 
Date of Issuance: October 31, 1952. 


BUCHANAN, Chairman, concurring: 


While I may have reservations as to some statements made in the discussion, 
I concur in the legal reasoning of the majority and in the finding and order. 

I wish to observe further that although it might be desirable to authorize 
the rendering of natural gas service to the areas involved on a temporary basis 
pending resolution of the competing applications of Northeastern and Algonquin 
for a permanent certificate, nevertheless Congress has not authorized the Com- 
mission to grant such temporary authority. We have reached that decision after 
careful study of the Natural Gas Act and its legislative history and it has not 
been an easy one to make in view of the possible impact of such denial on 
We are bound to follow the statute as enacted by Congress and by 
doing so I am sure that we will thereby hasten the day when lawful natural 
gas service can reach the consumers in this large segment of the New England 





To the extent that the further proceedings are within the control of this 
Commission, it is the intention of the Commission to proceed with the greatest 
possible dispatch consistent with due process of law so that all consumers of 
New England available to such service may have natural gas in the shortest 
possible time. 

Filed October 31, 1952. 

Date of Issuance: October 31, 1952. 


Dory, Commissioner, concurring: 


It is with great reluctance that I have concluded that the application of 
Algonquin Gas Transmission Co. for a temporary certificate of public con- 
venience and necessity to render the natural gas service proposed in docket 
No. G-1319 must be dismissed. I believe that a very serious situation does exist 
which may result in physical and financial hardship to a large number of people 
in New England and which will also impose a great financial and legal burden 
not only on the Algonquin Gas Transmission Co. but also on financial institutions. 
Although such is my conclusion, 1 am of the opinion that the Commission is 


without power to act. Last April the United States Court of Appeals for the 
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Third Circuit issued its judgment setting aside the order of the Commission 
granting a certificate to Algonquin. Thereafter, Algonquin continued with con- 
struction, its line being virtually completed when this Commission received the 
mandate of the Court of Appeals following denial on October 13, 1952, by the 
Supreme Court of petitions for certiorari. It is unfortunate that the Supreme 
Court did not review, at least, the procedural question involved since it is a 
matter of utmost importance not only in the circumstances of this particular 
case, but also one of even greater significance to the proper administration of 
all Federal regulatory commissions. 

At this juncture, it is no comfort to the consuming public that the distribution 
companies on whom the public depends apparently failed to make alternative 
provision to enable them to render adequate service if the foregoing unanimous 
action of the Court of Appeals should not be reversed. In the predicament indi- 
cated by Algonquin’s application before us, we are asked to issue a temporary 
certificate to allow completion of Algonquin’s facilities and the delivery of 
natural gas. As the majority opinion shows, this action is not within the Com- 
mission’s legal authority and, in fact, Congress purposefully conferred such 
jurisdiction as the Commission has with the clear intent that it should not issue 
temporary certificates for new service. 

Despite the stated breadth of section 7 (c) of the Natural Gas Act, as amended, 
the legislative history of this particular section of the act makes it very clear 
that Congress intended to limit the Commission’s authority. The question as to 
the scope of the Commission’s authority in issuance of temporary certificates 
has been fully considered by the Commission on several occasions in the past, 
and its limitations recognized through issuance of rules in 1949 and as modified 
last September. 

A brief reference to the history of these limitations will be illuminating. 

Prior to 1942 the Natural Gas Act contained no authority for issuing temporary 
certificates. In 1941 a proposed amendment to section 7 was before Congress 
which would have provided as follows: 

Provided, however, That the Commission may issue a temporary certificate in 
“ases of emergency without notice or hearing, pending the determination of an 
application for a certificate, and may by regulation exempt from the require- 
ments of this section temporary acts or operations for which the issuance of a 
certificate will not be required in the public interest. 

This amendment was opposed by the representatives of the coal, labor, and 
railroad interests on the grounds that it was too broad. Representatives of the 
opposing interests, the natural gas industry, and the Commission conferred on 
the matter and it was agreed to change the language by inserting the phrase 
“to assure maintenance of adequate service or to serve particular customers” 
after the word “emergency.” 

In explaining the change agreed to, Commissioner Manly testified for the 
Commission before the House Committee as follows: ’* 

In other words, it would not authorize the granting of temporary cer- 
tificates for the purpose of enlarging a market but merely for the purpose 
of maintaining adequate service within the market that is already being 
served. 

At the same hearings the witness for the coal, labor, and railroad interests 
explained the purpose of the language as 

* * * not intended to apply to construction of new lines to serve new 
areas, but is intended merely to permit temporary relief at the discretion of 


1 Hearings before the House Committee on Interstate and Foreign Commerce on H. R 


5249, A Bill to Amend Section 7 of the Natural Gas Act, 77th Cong., Ist sess., p. 6 (1941). 
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the Commission, in the case of interruption to regular service of gas supply 
or to serve particular customers in an emergency. 

With this understanding, we offer no objection whatever to the proviso in 
the form now requested by the Federal Power Commission.’ 

The Commission report to the House Committee on the bill, which was enacted 
with the changes agreed to, explained the changes as follows: ‘ 

These changes in H. R. 5249 were suggested by the representatives of the 
railroad, coal, and labor interests. The chief purpose of change (1) was to 
avoid grant of a temporary certificate for a complete new pipeline system 
and to limit the authority for granting a temporary certificate to emergency 
situations involving only a comparatively minor extension or enlargement 
of the facilities of an existing system. 

The House Committee report explained the amendment as follows: * 

The Committee amendment in line 1, on page 3, was made to limit the 
authority for granting a temporary certificate to emergency situations in- 
volving only a comparatively minor extension of the facilities of an existing 
System. 

Against this clear legislative background, there is no doubt in my mind that 
the emergency certificate authority actually granted by Congress does not 
include power to authorize the virtually completed new project to provide new 
gas service involved here. 

The decision of the Court of Appeals for the Third Circuit in this case 
expressly sets aside the Commission's order issuing a certificate to Algonquin in 
docket No. G-1319. The due process considerations emphasized in that decision 
supply still further ground for concluding that the issuance of a temporary 
certificate would be improper in this case. 

Although it can be of little solace to those injured by the situation, I hope 
this matter will be set for hearing as quickly as practicable and that all parties 
concerned will cooperate so that the public interest can be served as soon as 
the law allows. 

Filed October 31, 1952. 

Date of Issuance: October 31, 1952. 


DRAPER and Sm1TH, Commissioners, dissenting: 
We are not persuaded that the Commission lacks proper authority, within the 
framework of both the Natural Gas Act and the mandate of the Court of Appeals 


for the Third Circuit, to deal with what we are convinced is an emergency of 
real importance confronting, not merely Algonquin and its customers, but— 
through no fault of theirs—the numerous consumers in New England who are 
dependent upon these utilities for gas service. As the Supreme Court of the 
United States has pointed out in a somewhat analogous situation, “the public, 
not some private, interest, convenience, or necessity govern the issuances of 


licenses under the act.”* In our opinion the Commission can, and should, 
forthwise issue the temporary authorizations applied for pending its disposition 
with reasonable promptness of the competitive applications which the Court, 
on procedural grounds, has remanded for further hearings. 

Filed October 29, 1952. 

Date of Issuance: October 31, 1952. 


21d., p. 51. 

3Jd., pp. 83-84. 

4H. R. No. 1290, 77th Cong., Ist sess., p. 5 (1941). 

1 Ashbacker Radio Co. v. Federal Communications Commission, 326 U. 8. 327, 333 (1945). 
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BucHANAN, Chairman, concurring: 

In my concurring opinion filed with the majority order of October 31, 1952 in 
this matter, I stated “* * * I may have reservations as to some statements made 
in the discussion, * * *.” Further I said “* * * although it might be desirable 
to authorize the rendering of natural gas service to the areas involved on a tempo- 
rary basis pending resolution of the competing applications * * *” we lacked 
the authority to do so. In view of the interpretation that Algonquin has attrib- 
uted or failed to attribute to these remarks at the oral argument, I deem it advis- 
able to elaborate upon them in order that the parties shall not misconstrue my 
position in this matter. Therefore I am issuing this concurring opinion to the 
majority opinion of November 26, 1952. 

Algonquin has raised a relatively narrow issue on this proceeding by filing 
an application to render immediate natural gas service to the unserved portion 
of the New England area under the temporary certificate provision of section 
7 (c) of the Natural Gas Act. The basic objective of the Natural Gas Act is to 
provide an orderly procedure for regulation of the transportation and sale for 
resale of natural gas in interstate commerce at just and reasonable rates. Such 
transportation, sale and rates are the dominant public interest to be considered 
in applying the Natural Gas Act to any given situation. The issue therefore con- 
fronting the Commission and upon which the opinion of the Third Circuit Court 
is founded, is a decision by the Commission which of the two applicants in this 
proceeding will be able to supply natural gas service to those communities at the 
most favorable rates. Toward this objective the Third Circuit Court directed 
that a full, fair and proper hearing be accorded upon both competitive applica- 
tions in accordance with the provisions of the Natural Gas Act and that on such a 
record the Commission should decide the issue. That hearing is now in progress 
and is moving in orderly process toward a conclusion. Obviously, to grant a tem- 
porary certificate at this time would not meet the requirements of the Third 
Circuit mandate as there could be no comparative test of just and reasonable rates 
in an ex parte proceeding which a temporary certificate contemplates. Thus we 
must conclude that the consumer interest would not be served by a temporary 
certificate assuming that we could lawfully issue it. 

In addition to consumer or public interest, conflicting rights of parties are 
involved. The Third Circuit Court recognized that the proceeding before the 
Federal Power Commission was an adversary action between two powerful com- 
peting applicants for the right to serve a large and lucrative portion of the New 
England market. In that adversary action each party had certain rights under 
the Natural Gas Act, not the least of which was the right of due process and 
a determination of the individual applications on their merits as developed on 
formal record. Since it was and is an adversary action, as I read the Natural 
Gas Act in the light of the act alone or in the light of the legislative history, a 
temporary certificate, being an ex parte proceeding, if granted to either of the 
applicants would be in violation of the adversary position of the other applicant 
and a violation of due process under that Act as well as the Court mandate. A 
similar failure to recognize the adversary nature of the action led to the Third 
Circuit decision against Algonquin. 


It is true that by section 7 (c) of the Natural Gas Act, in cases of an appli- 
cation for a temporary certificate, it is specifically provided that notice and 
hearing shall be waived, thereby recognizing an eg parte situation. But those 
specific provisions in accordance with the requirements of due process must be 
limited solely to proper noncompetitive applications (@) for the practical reason 


that the Commission could not in good conscience authorize the expenditure of 
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substantial sums of money by one adversary temporarily, without thereby com- 
mitting itself irrevocably to the issuance of a permanent certificate to the same 
party, and (b) as a matter of law, to do so would exclude a competitor from equal 
consideration to which it would be entitled. Contrary reasoning does not impress 
me as being sound or logical. 

But in addition to the absence of any proper consideration for consumer rights, 
and of due process and comity between adversary parties, I cannot find that 
Algonquin, under the facts in this case, is a proper party to make application for 
a temporary certificate under section 7 (c). It is my opinion that in construing 
the proviso for temporary certification in the light of section 7 (c) read as a 
whole it is not ambiguous, but, on the contrary, is clear and capable of reasonable 
interpretation without reference to legislative history and that in so construing 
that section the Commission cannot lawfully grant Algonquin’s application here. 
Furthermore, I agree with my colleagues of the majority that if the legislative 
history covering that section is consulted, likewise Algonquin cannot lawfully 
be granted a temporary certificate, but I believe we do not have to go that far. 
The difference between my construction of the temporary certificate provision of 
section 7 (c) without reference to the legislative history and a construction of 
the section with reference to legislative history is slight. It concerns merely the 
application of the phrase “comparatively minor” to extensions of facilities which 
may be authorized under a temporary certificate. It is immaterial to this issue 
because any construction of the phrase would not contemplate an entire new 
service such as Algonquin proposes. 

Section 7 (c) requires that a temporary certificate be predicated upon an emer- 
gency. An emergency as defined by Black’s Law Dictionary is “A sudden unex- 
pected happening; an unforeseen occurrence or condition; specifically a per- 
plexing contingency or complication of circumstances; a sudden or unexpected 
occasion for action; exigency, pressing necessity.” Webster defines emergency 
as: “Emergency: an unforeseen combination of circumstances which calls for 
immediate actions; also, less properly, exigency.” The formal record does not 
contain basic facts necessary to bring the Algonquin application within either of 
the definitions just quoted. To contend that the circumstances stated in the 
affidavits could not have been foreseen does not appear to be a valid statement 
of fact. From the date that the court action was filed by Northeastern on March 
8, 1951, not only Algonquin but also its proposed customer companies, many of 
whom are affiliated with Algonquin and therefore could have available to them 
information of all Algonquin intimate discussions and decisions, were on notice 
that the present situation might eventuate. Waiving that fact, arguendo, never- 
theless on April 4, 1952, when the Third Circuit Court of Appeals found that 
Northeastern had not been granted due process by the Commission under the 
Natural Gas Act, nullified the Opinion, 10 F. P. C. 35, and remanded the case for 
further hearing, certainly the Algonquin group was put on notice of the almost 
inevitable result with which it is now faced. Any legal opinion to Algonquin, on 
that question, must have contained a caveat that the chance for allowance of 
certiorari by the United States Supreme Court to the Third Circuit Court of 
Appeals was slight. 

Clearly and without denial by Algonquin, the “emergency” so-called, was the 
result of a considered business judgment exercised both in March 1951 and in 
April 1952 which must have recognized the only possible alternatives; either a 
denial of Northeastern’s appeal by the Third Circuit Court, the effect of which 
would be to sustain the certificate issued under Opinion 10 F. P. C. 35, or, affirm- 
ance of the appeal with the resulting nullification of the certificate and opinion. 
It is the error of that business judgment following the Third Circuit Court 
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opinion adopting the second alternative, which we have before us and which is 
claimed now to have been unforeseen in its results. If Algonquin chose to attempt 
to finish the pipeline and put it into operation before the Supreme Court acted 
with the thought it might coerce the courts with a fait accompli, it is in no posi- 
tion now to complain of its loss in that ineffectual and unsuccessful effort. 

The possible consequences of Algonquin’s decision were so well known at the 
time they were made that the present situation in which Algonquin and its cus- 
tomers find themselves cannot by any stretch of the imagination be described as 
“an unforeseen occurrence or condition,” or “an unforeseen combination of cir- 
cumstances which calls for immediate action.” Whether the business judgment 
of Algonquin in making this decision was supported by legal opinion makes little 
difference. 

* * * Of course, neither actual good faith nor advice of counsel will save 
directors if the facts afford no reasonable basis for a belief that a payment 
is for the best interests of the corporation.” (Emphasis added) Levine v. 
Behn, (S. Ct. 1940) 21 N. Y. S. 2d 805-808. 
Even if each step taken by Algonquin was premised on legal advice, such advice 
must have been given with strong reservations in the light of the facts and the 
law. So, as I see this case, a lawful emergency, basic to an application for a 
temporary certificate under section 7 (c), is totally absent. That there may be 
a serious condition existing is something else, but a predicament deliberately 
created for the purpose of coercion of ourselves or the courts must be sternly 
denied as if it did not exist. Thus, it has been argued that the investment of 37 
million dollars by four insurance companies in Algonquin will result in financial 
hardship to them and that the prospective customer companies of Algonquin 
through anticipation of natural gas service will likewise suffer financial hardship 
and that these predicaments provide the public interest and the emergency neces- 
sary for the issuance of a temporary certificate under the act. I do not so con- 
strue it. As I have said those facts at best create a synthetic or procured emer- 
gency not recognized by law. Those predicaments resulted, at best, from errors 
in business judgment and if damage resulted to anyone, the remedy is to be found 
in the courts having jurisdiction over such matters and not by a distorted con- 
struction of the Natural Gas Act. 

Even so, and assuming an emergency for the purpose of this discussion, under 
section 7 (c) Algonquin is not a qualified applicant for a temporary certificate. 
The second proviso of section 7 (c) states that a temporary certificate shall 
issue only “to assure maintenance of adequate service or to serve particular 
customers.” This clearly requires the existence of three basic factors, (1) it 
must be a certificated company, (2) it must be already rendering some service, 
and (3) it must have present customers. Algonquin has none of these require- 
ments. The utmost it can claim is prospective service and prospective customers, 
development of which depends upon a certificate which has not issued from this 
Commission. To be sure the customer companies contend, along with Algonquin, 
that the service to be maintained is the service now being rendered by those 
customer companies to the ultimate consumer. First, that service is not a natural 
gas service but instead is wholly a manufactured gas service and, secondly, it 
is not a certificated service subject to the Natural Gas Act. Obviously Algon- 
quin wishes to extend the words of the statute beyond reasonable bounds. The 
statutory service of the Natural Gas Act is the jurisdictional service which we 
authorize by our certificate, i. e., service by a natural gas company to its customers. 
We are confined in our consideration of service and customers only to Algonquin. 

Further, Algonquin contends that there are “particular” companies to be 
served and again we must consult the dictionary. Black’s Law Dictionary de- 
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fines: ‘Particular: this term as used in law is almost always opposed to general 
and means either individual, local, partial, special, or belonging to a single person, 
place or thing.” Webster defines “particular” as “1. relating to a portion of 
anything sepurate; specific. 2. of or pertaining to a single person, class or thing; 
not general, hence, personal. 5. in law: containing a part only; as, a particular 
estate.” Algonquin to support its application for a temporary certificate con- 
strues “particular” as referring to all twenty-two prospective customers and not 
just individual customers or a portion of the whole. It proposes an entire service. 
Obviously Algonquin refers then to adequacy of service to customers “generally” 
not customers “individually”, hence it does not come within the meaning of 
“particular customers” as used in the act. 

Finally, Algonquin argues that it has a natural gas pipeline almost completed 
into the various service areas of their prospective customers, and that fact alene 
is a sufficient basis for the issuance of a temporary certificate. But, as previously 
stated, reading the proviso relating to temporary certificates in the light of 
section 7 (c) as a whole, the maintenance of adequate service and service to par- 
ticular customers can only relate to facilities that have already been certificated, 
at least in part. While Algonquin may have initiated the construction of its 
natural gas pipeline under color of authorization from this Commission, no person, 
to my knowledge, has had the temerity yet to claim that it held a certificate of 
public convenience and necessity at the time its application for a temporary 
certificate was filed. 


It has been contended by Algonquin that the issuance by this Commission 
of a temporary certificate to Tennessee Gas Transmission for the operation of 


the “‘Inch” lines is a precedent for the immediate action. An examination of 
that proceeding reveals that Tennessee at the time of its application was a 
natural gas company certificated by this Commission, that it was serving natural 
gas in the Appalachian area, to wit, to the Consolidated Natural Gas Co. and 
to the Columbia System and it proposed to assure maintenance of adequate serv- 
ice to those customers, because there was a shortage of natural gas in that area 
due to unforeseen circumstances which constituted an emergency. The emer- 
gency resulted from an unexpected upsurge instead of recession in business 
that had been predicted as an aftermath of the war.’ 
tion met all of the requirements of section 7 
Algonquin meets none of them. 


Thus Tennessee’s applica- 
(c) and, as I have pointed out, 

It is also argued that a temporary certificate was issued to Texas Eastern 
Transmission Corp. at docket G—880 following the issuance of the temporary 
certificate to Tennessee and that Texas Eastern was not a certificated natural 
gas company under the act at that time. In that instance the application 
non-competitive, and the line, its operation and its service into the Appalachian 
urea already had been temporarily certificated. 


yas 


Therefore the Commission in 
certificating Texas Eastern in effect authorized the acquisition of facilities and 
service already certificated into existing markets, the method of acquisition, the 
financing and the party being beyond Commission control. Conceding, arguendo, 
an error of law in these two instances nevertheless those errors would not author- 
ize a further violation here. 

The summary of my reasoning upon the facts and law of this case lead me 
to the inevitable conclusion that : 

(1) Natural gas service to New England areas at just and reasonable rates 
is the real issue. The fact that a pipeline has been almost wholly constructed 
has no bearing upon the ultimate decision. The question is what rates will it 
produce as compared with the competitive line if built. With two bona fide 


1Flood Control Act of 1944, 58 Stat. 227. Where provision was made for a schedule of 
public works to meet the anticipated post war unemployment. 
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applicants mutually exclusive, the appellate courts pointed out that the New 
England area and the applicants were entitled under the Natural Gas Act to 
a full and fair hearing on that issue. That hearing is now in progress. 

(2) A temporary certificate if issued to Algonquin would be an ex parte 
determination with a possible detriment to the New England area concerned 
and to Northeastern and necessarily would prejudge the granting of a permanent 
certificate. It would be a denial of due process. 

(3) There are no unforeseen circumstances which would constitute an “emer- 
gency” under the temporary certificate provision in section 7 (c) of the Natural 
Gas Act. Taking the customer affidavits at face value there may be some financial 
hardship but, in that event the remedy is an action in the courts and not in a 
distortion of the Natural Gas Act. 

(4) A temporary certificate under section 7 (c) of the Natural Gas Act may 
be issued only (a) upon an application for the extension of or addition to a 
presently certificated service; (b) to assure adequacy of that service, (c) to 
assure adequacy of service to an individual customer or a portion of its cus- 
tomers; (d) upon unforeseen circumstances creating a real emergency; and 
(e) provided that there be no competitive situation for the market so to be 
served. Algonquin meets none of these tests. 

(5) Under all of the circumstances and the law of this case Algonquin has 
no standing to apply for a temporary certificate of public convenience and 
necessity under section 7 (c) of the Natural Gas Act. 

(6) That the remedy for the lack of natural gas service to remaining portions 
of New England is a full and complete hearing on the competitive applications 

to serve that area now before us and a decision as to which competitor, if any, 
is able and willing to supply the service at the most just and reasonable rates 
based on the record as made. 

For the reasons here stated I therefore concur in the findings and order of the 
majority issued in this matter on November 26, 1952. 

December 11, 1952. 

Date of Issuance: December 12, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G—1907 


On March 3, 1952, Southern Natural Gas Co. filed an application, as amended 
on April 15, June 5 and August 4, 1952, at docket No. G—1907, for a certificate of 
public convenience and necessity authorizing, inter alia, the construction and 
operation of the facilities described in part I of item (C) of its application, as 
amended, as follows: 

(1) 67.8 miles of 24-inch pipeline extending southerly from applicant’s Gwin- 
ville compressor station to a point called Franklinton Junction, La., together 
with an 8-inch lateral line extending 19 miles westerly to the Sandy Hook 
Field, Miss. 

(2) 109.5 miles of 20-inch pipeline extending southwesterly from Franklinton 
Junction to the Duck Lake Gas field, La., thence 12.7 miles of 10-inch pipeline 
to the Lake Sand Field, La. 

(3) 117.6 miles of 20-inch pipeline extending southeasterly from Franklinton 
Junction to a point called the Olga Receiving Station in Plaquemines Parish, La., 
together with lateral pipelines to various named fields in Louisiana. 
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(4) A new 3,300 horsepower compressor station, called the Estopinal com- 
pressor station, on the line described in (3) above. 

(5) Additions of 5,400 horsepower at applicant’s existing Gwinville compres- 
sor station. 

(6) Appurtenant metering, distillate reduction, dehydration, and auxiliary 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., from 
August 11, 1952 through August 22, 1952, and from September 10 through Sep- 
tember 23, 1952, respecting the matters on that part of the application involving 
the facilities hereinbefore described.’ 

By order of September 25, 1952, the Commission omitted the intermediate de- 
cision procedure with respect to that part of the proceedings at docket No. G—1907 
relating to the aforementioned facilities, and fixed October 15, 1952 as the time 
for the filing of briefs or proposed findings of fact and conclusions of law. 

The facilities hereinbefore described are proposed to bring gas from the fol- 
lowing named gas fields in southern Louisiana and southern Mississippi: 


Louisiana Lake Sand 
Field Main Pass 

Alliance Romere Pass 
Bayou de la Fleur South Barataria 
Big Point West Barataria 
Breton Island Mississippi 
Coquille Bay Field 
Duck Lake Sandy Hook 


The delivery capacity of the pipeline from Franklinton to Gwinville will be 
298,700 M. c. f. per day at the proposed operating pressures, exclusive of fuel 
use at the Gwinville compressor station. 

The estimated cost of construction of the proposed facilities is $32,518,500, 
to be financed partly out of cash on hand and partly out of temporary bank loans. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Birmingham, Ala., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas, Louisiana, Missis- 
sippi, Alabama and Georgia; and by such operations, applicant is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of October 6, 1942, in docket 
No. G-296, 3 F. P. C. 822. 

(2) The proposed facilities will be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of applicant’s existing pipeline system, and the construction and 
operation thereof by applicant are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service authorized herein and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 


1 By order of July 28, 1952, the Commission consolidated the proceedings at docket No. 
G-1907 with the proceedings involved in the applications filed by South Georgia Natural 
Gas Co. at docket No. G-1915, and by South Carolina Natural Gas Co. at docket No. G—1961. 
Hearings on all these matters concluded on October 22, 1952. 
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(4) The proposed construction and operation of the above described facilities 
by applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require the attachment to the issuance 
of the certificate and to the exercise of the rights granted thereunder the condi- 
tions hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Southern Natural Gas Co. authorizing the construction and operation of 
the facilities hereinbefore described, all as more fully described in the application 
as amended, and the exhibits and record herein, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the conditions contained in this order. 

(B) The following condition be and the same is hereby attached to the issuance 
of the certificate issued in paragraph (A) hereof: The certificate issued hereby 
shall be void and without force or effect unless it shall be accepted by applicant 
in writing within 30 days from the date of the issuance of this order: Provided, 
however, That such acceptance may be filed within 30 days from the date on 
which any application for rehearing filed herein may be deemed to have been 
denied, or within 30 days after final disposition of the judicial review of any pe- 
tition for review that may be filed herein. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be completed by January 1, 1954, 
and actual operations thereunder shall commence by January 1, 1954. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning; 

(ii) Each three months after the date of the issuance of this order, a progress 
report showing the exact status of the authorized construction ; 

(iii) Within 10 days after the facilities authorized herein have been con- 
structed and placed in service, a notice of the date of such completion and com- 
mencement ; 

(iv) Within 6 months after the facilities authorized herein have been con- 
structed and placed in service and authorized operations have commenced, a 
statement showing the actual cost of constructing said facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
costs relied upon by applicant in this proceeding. 

(3) The facilities authorized herein are not to be used to serve any new 
markets proposed by applicant in docket No. G—1907 unless further authorized 
by the Commission. 

(4) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as applicant continues the operations hereby authorized 
and in accordance with the provisions of the Natural Gas Act, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 

(D) No decision is here made concerning the issues as to any new markets 
proposed to be served by applicant in said docket No. G—-1907, since the additional 
reserves involved in this order may be used to supply applicant’s existing anthor- 
ized markets. 

Adopted: October 30,1952. Issued: October 31, 1952. 
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Order suspending proposed rate schedules and providing for hearing 
Natural Gas Pipeline Co. of America 
Docket No. G—2083 


On October 1, 1952, Natural Gas Pipeline Co. of America (Natural), pursuant 
to part 154 of the Commission's regulations under the Natural Gas Act (18 CFR 
154) filed with this Commission proposed first revised sheet Nos. 5, 6, and 7 to 
its F. P. C. gas tariff, first revised volume No. 1 proposed to become effective 
November 1, 1952. Natural’s aforesaid gas tariff became effective December 1, 
1951, under bond, by order issued December 5, 1951, In the Matter of Natural 
Gas Pipeline Company of Amcrica, docket No. G--1697. 

The proposed rate schedules would increase the presently effective rates and 
charges to 16 of Natural’s 17 wholesale customers by approximately $3,511,489, 
based on estimated sales for the year ending October 31, 1953, or an increase 
of approximately 13 percent, distributed among customers in the amounts set 
out in appendix A hereto. 

Natural proposes to increase the demand and commodity components of the 
first block of its rate schedule CD-1 from $1.35 to $1.40 per M. c. f. per month 
and from 6.67 cents to 8.37 cents per M. c. f., respectively. No change is pro- 
posed in the demand and commodity components for the second block of its 
rate schedule CD-1. Initially, revised sheet No. 7 proposed a change in the rates 
and charges for gas taken in excess of the total contract demand of block 1 
and block 2 volumes. Subsequently, on October 20, 1952, Natural withdrew 
such proposed change by filing a substitute revised sheet No. 7. 

The first block of the billing demand is different for each of Natural's cus- 
tomers. Such block is equal to any customer’s allocated portion of Natural’s 
capacity prior to December 1, 1951. The second block of billing demand is also 
different for each of Natural’s customers. Such block is equal to the difference 
between any customer’s total contract volume and the block 1 volume. In effect, 
such blocking arrangement appears to result in the establishment of separate 
rates for each of Natural’s customers. By its aforesaid rate schedules Natural 
continues in effect the block form of rate first proposed in its filing at docket 
No. G—1697, and which form of rate is in issue at that proceeding. 

The cost studies submitted by Natural do not appear to support the proposed 
increase in rates and charges. Its claimed costs include increases in the cost of 
gas purchased not now incurred but anticipated to become effective at various 
future dates up to February 1953; the Texas gas gathering tax which has been 
declared unconstitutional by a State District Court but which decision has been 
stayed pending appeals; a rate of return of 645 percent without submitting finan- 
cial facts in support thereof; income taxes associated with such rate of return ; 
and increased wage rates now effective but subject to approval by the appropri- 
ate governmental agency. Also, data are not available from the rate increase 


application to properly evaluate a claimed increase in depreciation expense and 


rental expense. 

Copies of the proposed rate schedules, together with copies of material sub- 
mitted by Natural to this Commission pursuant to section 154.63 of the Com- 
mission’s regulations under the Natural Gas Act (18 CFR 154.63) were served 
upon each of Natural’s wholesale customers and State commissions concerned. 
Several of the customers and the Wisconsin and Illinois commissions oppose 
the proposed rate increase. Two customers, including the Peoples Gas Light 
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and Coke Co., parent of Natural, indicate that the proposed rate increase is 
satisfactory to them. 

The rates, charges, and classifications set forth in Natural’s proposed first 
revised sheet Nos. 5, 6, and 7 to its F. P. C. gas tariff, first revised volume No. 1 
may be unjust, unreasonable, unduly discriminatory or preferential or otherwise 
unlawful, and may place an undue burden upon ultimate consumers of natural 
gas. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a 
hearing, pursuant to the authority contained in section 4 of such act, concern- 
ing the lawfulness of Natural’s F. P. C. gas tariff, first revised volume No. 1, 
as amended by proposed first revised sheet Nos. 5, 6, and 7, and that said pro- 
posed first revised sheet Nos. 5, 6, and 7 be suspended pending hearing and 
decision thereon. 

The Commission orders: 

(A) A public hearing be held at a date and place hereinafter to be fixed by 
the Commission concerning the lawfulness of the rates, charges, and classifica- 
tions, subject to the jurisdiction of the Commission, as set forth in Natural Gas 
Pipeline Co. of America’s F. P. C. gas tariff, first revised volume No. 1, as 
amended by proposed first revised sheet Nos. 5, 6 and 7. 

(B) Pending such hearing and decision, said proposed first revised sheet Nos. 
5, 6, and 7 tendered for filing by Natural Gas Pipeline Co. of America, be and the 
same hereby are suspended and the use thereof is deferred until April 1, 1953, 
and until such further time as the said proposed revised tariff sheets may be 
made effective in the manner prescribed by the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 

Adopted: October 30, 1952. Issued: October 31, 1952. 


Appenpix A.—Natural Gas Pipeline Company of America 


Distribution of proposed rate increase estimated for 12 months ending October 31, 1953 
I 


Revenues 

Jar. 

Customer — - | Increase pe 
Present Proposed 


Allied Gas Co ‘ ‘ ; aes $49, 161 $51, 373 | 

Central Illinois Electric and Gas Co-.-- beet , 220, 252 , 311, 515 

IN Gs on ecnumaeokenes whoa 320, 111 346, 658 
Interstate Power Co_--.. a ji ‘ 237, 237, 753 

Iowa Electric Light and Power Co : 43, 996 600, 341 
Iowa-Illinois Gas and Electric Co aeientestilnn 5, 221, 690 5, 591, 175 

Iowa Power and Light Co detiivens ; 811 410, 299 37, 4 
Iowa Southern Utilities Co siden 108, 451 110, 356 l, 
City of Nebraska City. - sa 137, 065 154, 315 17, 
Northern Indiana Public Service Co ‘ : , 460, 043 , 705, 091 245, 
North Shore Gas Co_.__-..-.-. a , 144, 738 , 241, 847 97, 
Princeton Gas Service Co__-. hati 36, 407 , 495 3, 
Public Service Co. of Northern Illinois a 5, 558, 819 , 580, 413 1, 021, 5¢ 
The Peoples Gas Light and Coke Co , 055, 714 , 575, 593 1, 519, 
United Gas Service Co_........-- isdibadaiheibtacct 15, 943 , 439 1, 
Wilson Gas Co ie sntehinannbaniaiai tad 15, 689 , 640 l, 
Wisconsin Southern Gas Co aa did ni 182, 487 201, 316 18, 
Industrials Giindaieieldnndteaniatadnineilia 250, 131 250, 131 


one 
on 3 


SNCS we 


26, 931, 261 | 30, 442, 750 3, 511, 


w 


4 Interstate is billed only under second block of rate which is not proposed to be changed. 
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Order extending period of preliminary permit 


The Delaware River Development Corp. 
Project No. 2039 


Application was filed June 24, 1952, as supplemented October 6, 1952, by The 
Delaware River Development Corp., permittee for proposed project No. 2039, for 

2-year extension of the period of the permit which was issued for a period of 
12 months, effective as of July 1, 1951. 

Applicant states that, as set forth in its application for permit, it is the purpose 
of the applicant under the permit to endeavor by cooperation with the States of 
New York, New Jersey, and Pennsylvania, and their agency, the Interstate Com- 
mnission on the Delaware River Basin (Incodel), to perfect a plan for power de- 
velopment coordinated with the needs and plans of those States for water supply 
development on the Delaware River. However, the State of Pennsylvania has 
not as yet enacted legislation to proceed in cooperation with the other partici- 
pating States in executing such plans for water supply development, and until 
such is done the proposals of the applicant to proceed with its studies and ex- 
aminations necessary for any preparation of application for license must tempo- 
rarily be held in abeyance. 

The Commission finds: 

In the circumstances recited above, it is not inconsistent with the public interest 
to extend the period of the preliminary permit as hereinafter provided. 

The Commission orders: 

The period of the preliminary permit for proposed project No. 2039 is extended 
from June 30, 1951, to and including June 30, 1953. 

Adopted: October 30, 1952. Issued: November 3, 1952. 


Order terminating authorization to transmit electric energy to Mexico and 
accepting surrender of Presidential permit 


Central Power & Light Co. and Comision Nacional de Irrigacion 
Docket No. IT-5983 


By order entered October 31, 1946, this Commission, pursuant to section 202 (e) 
of the Federal Power Act, authorized Central Power & Light Co. and Comision 
Nacional de Irrigacion to transmit electric energy in an amount not to exceed 
576,000 kilowatt-hours per year at a rate not in excess of 100 kilowatts from a 
point near Los Ebanos, Tex., to San Miguel de Carmargo, Tamaulipas, Mexico. 

Concurrently with the aforementioned order of October 31, 1946, there was 
released to Comision Nacional de Irrigacion a Presidential permit signed by 
the President of the United States on September 3, 1946, covering the facilities 
used in the aforementioned transmission of electric energy from the United 
States to Mexico. 

On November 30, 1951, Luz y Fuerza de Reynosa, S. A. and Central Power & 
Light Co. filed a joint application for authorization to transmit electric energy 
from the United States to Mexico in an amount approximating 6,000,000 kilowatt- 
hours per annum at a rate not in excess of 1500 kilowatts over facilities referred 
to above to be acquired by Luz y Fuerza de Reynosa, S. A. from Comision Na- 
cional de Irrigacion and on the same date Luz y Fuerza de Reynosa, §. A. filed 
an application for a Presidential permit covering these facilities to be used in 
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the transmission of electric energy in an amount approximating 6,000,000 
kilowatt-hours annually referred to above. 

On May 13, 1952, the Presidential permit signed by the President of the United 
States on September 3, 1946, was surrendered by Secretaryship of Hydraulic 
Resources for the Mexican Government, successor to Comision Nacional de 
Irrigacion, accompanied by letters from Secretaryship of Hydraulic Resources 
and Luz y Fuerza de Reynosa, S. A., setting forth the arrangements between 
said parties for the transfer, maintenance and operation of the facilities for the 
transmission of electric energy from the United States to Mexico. 

The Commission finds: 

(1) It is appropriate for the purposes of the Federal Power Act and Executive 
order No. 8202, dated July 13, 1939, that the authorization granted by order 
entered October 31, 1946, be terminated. 

(2) It is consistent with Executive order No. 8202, the terms of the permit, 
and applicable regulations, that surrender of the Presidential permit signed by 
the President of the United States on September 3, 1946, referred to above be 
accepted as superseded by the Presidential permit signed by the President of 
the United States on August 6, 1952, and accepted by Luz y Fuerza de Reynosa, 
S. A. on August 25, 1952. 

The Commission orders: 

(A) The authorization granted by order entered October 31, 1946, referred 
to above, be and the same hereby is terminated. 

(B) Surrender of the Presidential permit signed by the President of the 
United States on September 3, 1946, and accepted by Comision Nacional de Irri- 
gacion on September 25, 1946, hereinbefore referred to, be and the same hereby 
is accepted. 


Adopted: October 30,1952. Issued: November 5, 1952. 


Order authorizing transmission of electric energy to Mexico 
Luz y Fuerza de Reynosa, S. A., and Central Power & Light Co. 
Docket No. E-6392 


On November 30, 1951, joint application was filed by Luz y Fuerza de Reynosa, 
S. A., (Reynosa Co.) of Reynosa, Tamaulipas, Mexico, and Central Power and 
Light Co. of Corpus Christi, Tex., for authority to transmit electric energy from 
the United States to Mexico pursuant to section 202 (e) of the Federal Power Act. 

Applicants request authorization to transmit electric energy to Mexico in an 
amount approximating 6,000,000 kilowatt-hours per year at a rate not to exceed 
1,500 kilowatts over facilities covered by the Presidential permit signed by the 
President of the United States on August 6, 1952, and accepted by Reynosa Co. 
on August 25, 1952. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated November 9, 1951, between the 
applicants, filed as an exhibit to the application. 

Central Power and Light Co. will transmit the electric energy over its trans- 
mission lines in Texas to a point near Los Ebanos, Hidalgo County, Tex., where 
delivery will be made to Reynosa Co. which will transmit such energy to a point 
in Tamaulipas, Mexico, over the facilities covered by the Presidential permit 
signed by the President of the United States, and released by the Commission con- 
currently with this order. 
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Notice of the filing of the application was published in the Federal Register 
on December 8, 1951 (16 F. R. 12406) and given to interested State officials, and 
no protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the co- 
ordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission orders: 

(A) Applicants be and they hereby are authorized to transmit electric energy 
from the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 6,000,000 
kilowatt-hours per year at a rate not to exceed 1,500 kilowatts over the facilities 
specified in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States on August 6, 1952, and 
referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such form 
and manner as the Commission may prescribe. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tempo- 
rarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, pro- 
vided notice is promptly given in writing to the Commission accompanied by a 
statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicants. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valu- 
ation, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(1) Concurrently with the service of this order the Presidential permit, signed 
by the President of the United States on August 6, 1952, and described above, be 
released and a copy transmitted by the secretary to Reynosa Co. 


Adopted: October 30,1952. Issued: November 5, 1952. 
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Determination for highway right-of-way under section 24 of the 
Federal Power Act 


Lands Withdrawn in Power Site Reserve No. 565 
Docket No. DA-438—Idaho—Idaho Department of Public Works 


An application (Idaho—02784) was filed by the Idaho Department of Public 
Works of Boise, Idaho, for a highway materials site under the act of November 9, 
1921 (42 Stat. 212-216) requiring a determination under section 24 of the 
Federal Power Act with respect to the affected portions of the following described 
tracts of land only: Boise meridian, Idaho: T. 9 S., R. 17 E., see. 34, lots 7, 8, 13 
and 14. 

The subject lands are withdrawn in power site reserve No. 565, created Novem- 
ber 21, 1916, as affected by interpretation No. 13 of April 22, 1922. 

The value of the subject land for power development lies in their possible use 
for transmission line purposes. 

Portions of lots 8 and 13 above described have been the subject of a favorable 
determination by the Commission for highway and materials site purposes 
(dockets Nos. DA-325 and DA-422), and lot 14 was the subject of a previous 
determination on September 26, 1989 (docket No. DA-334). Lot 7 and a portion 
of lot 13 lie above the rim of Snake River Canyon and such lands are prac- 
tically void of power value; but that part of lot 13 lying below the canyon rim 
and near Snake River may be useful for flowage purposes in the event that 
Augur Falls site is developed at some future time. 

Interested Federal officials have reported on the application. 

The Commission determines: 

The value of the affected lands above described will not be injured or destroyed 
for power development purposes by location thereon of a proposed materials site, 
subject to the provisions of section 24 of the Federal Power Act. 


Adopted: October 80,1952. Issued: November 4, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 115 
Docket No. DA-123-Wyoming—Byron H. Smith 


An application was filed by Byron H. Smith, of Cheyenne, Wyo., for restoration 
to entry requiring a determination under section 24 of the Federal Power Act with 
respect to lot 10 (1.27 acres) of section 4, Township 5 North, Range 6 East, Wind 
River meridian, Wyoming. 

The subject land is withdrawn in power site reserve No. 115 created February 
10, 1910, and it was also reserved pursuant to the filing on January 6, 1921 of an 
application for license for project No. 149. On September 19, 1934, the Secretary 
of the Interior withdrew the land, and on August 23, 1942 he issued an order 
restoring it, together with other lands, to Indian tribal ownership. A license was 
issued for project No. 149 and it was terminated on August 24, 1934. 

The subject lot is located on Highway No. 20 and a portion of it is occupied 
by a structure used by the applicant as a filling station and cafe. This occupied 
part is 50 feet or more above the normal water level of Big Horn River and 
the lower portion may at some future time be used for diversion site purposes. 
In the meantime the use of the land for other purposes will not injure or destroy 
the power value. 
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Interested Federal officials have reported on the application and State officials 
have registered no protest to the application. 

The Commission determines: 

The value of the above described land will not be injured or destroyed for 
purposes of power development by entry, location or selection under the public 
land laws, subject to the provisions of section 24 of the Federal Power Act, 
as amended, and subject to the following stipulation: When the land or any 
part thereof is required for purposes of power development, any structure or 
improvement thereon, which shall be found to interfere with such proposed power 
development, shall be removed or so relocated as may be found necessary or 
convenient to eliminate interference therewith, and without expense or damage 
to the United States, its permittees or licensees. 

The above described land is to remain in the status of withdrawal, insofar as 
the application for entry is concerned, until the Bureau of Land Management, 
Department of the Interior, issues a formal order of restoration, and no pref- 
erence right to the land is acquired by the filing of the application or by virtue 
of this action taken by the Commission. 


Adopted: October 30,1952. Issued: November 4, 1952. 






























Order reopening and consolidating proceedings and fixing date of hearing 





Algonquin Gas Transmission Co., Northeastern Gas Transmission Co., Texas 
Hastern Transmission Corp., Portland Gas Light Co., Biddeford & Saco Gas 
Co., Gas Service, Inc., Allied New Hampshire Gas Co., Greenfield Gas Light Co., 

Gardner Gas Fuel & Light Co., Athol Gas Co., and Blackstone Valley Gas & 

Electric Co. 


Docket Nos. G—1319, G—1568, G—-1012, G-1554, G-1558, G-1559, G-1560, 
G-—1576, G—1584, G—1655, G-2077 


On January 24, 1950, Algonquin Gas Transmission Co. (Algonquin) filed an 
application in docket No. G-1319, as amended on May 1, 1950, for a certificate 
of public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of a natural-gas pipeline system ex- 
tending from an interconnection with the pipeline system of Texas Eastern 
Transmission Corp. (Texas Eastern), near Lambertville, N. J., to a point near 
Boston, Mass., and to sell natural gas to distributing companies and communities 
in New Jersey, Connecticut, Rhode Island, and Massachusetts. Algonquin stated, 
in its application, that it would obtain its gas requirements from Texas Eastern. 

Texas Bastern had theretofore filed an application for a certificate on March 
10, 1948, in docket No. G-1012, as amended on November 14, 1949, which it 
further amended on May 5, 1950, to seek authority to construct and operate pipe- 
line facilities for the sale and delivery of natural gas to Algonquin. 

Hearings on Algonquin’s application in docket No. G-1319 were held in Bos- 
ton, Mass., between June 12, 1950, and July 3, 1950, and were subsequently recon- 
vened in Washington, D. C. on July 24, 1950. Thereafter, hearings were held in 
Washington between July 24, 1950, and August 5, 1950, at which time they were 
recessed. 

Hearings on Texas Hastern’s application in docket No. G-1012 were held in 
August, September, and December 1950, being recessed in December. 

On December 21, 1950, while the hearings in docket No. G-1319 were in recess, 
Northeastern Gas Transmission Co. (Northeastern), an intervener in the docket 
No. G-1319 proceedings, filed an application, in docket No. G—1568, for a certifi- 
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eate authorizing it to construct and operate natural-gas facilities necessary for 
it to sell and deliver natural gas to “all of the towns and communities which 
Algonquin . . . has applied to this Commission for authority to serve and to a 
number of additional communities in Massachusetts, eastern New Hampshire, 
and Maine, to whom natural-gas service has not heretofore been proposed.” 

On December 29, 1950, Northeastern filed a “Supplement to petition to inter- 
vene” in docket No. G—1012, in which it was an intervener, requesting that “any 
certificate issued to Texas Eastern” be conditioned so “as to require Texas East- 
ern to sell to Northeastern 60,000 M. c. f. of natural gas per day in the event” 
its application filed December 21, 1950, in docket No. G—1568, was granted. 

On January 10, 1951, the Commission adopted an order (issued January 17, 
1951) dismissing Northeastern’s application in docket No. G—1568, 10 F. P. C. 
667, so far as said application sought authority to serve market areas which 
Algonquin proposed to serve in docket No. G—1319. 

By a second order adopted by the Commission on January 10, 1951 (issued 
January 12, 1951) the Commission dismissed Northeastern’s ‘Supplement to peti- 
tion to intervene” filed in docket No. G—1012, on the grounds that, among other 
things, it had not been timely filed. 

By a third order adopted by the Commission on January 10, 1951 (issued Janu- 
ary 12, 1951), on motion of Algonquin, Northeastern was dismissed from further 
participation as an intervener in docket No. G—1319. 

On February 27, 1951, the Commission issued an opinion and accompanying 
order 10 F. P. C. 35. In paragraph B of said order the Commission issued a cer- 
tificate, in docket No. G—1012, to Texas Eastern authorizing it, among other 
things, to sell and deliver natural gas to Algonquin. In paragraph C of said 
order the Commission issued a certificate, in docket No, G-1319, to Algonquin 
authorizing it to construct and operate a natural-gas system, and to sell natural 
gas to certain customers in the States of New Jersey, Connecticut, Rhode Island, 
and Massachusetts. 

On March 3, 1951, Northeastern filed a petition for review of said opinion 
and accompanying order granting Algonquin a certificate, and for review of the 
three orders adopted January 10, 1951, aforementioned, in the United States 
Court of Appeals for the Third Circuit, alleging, among other things, that as a 
competitor of Algonquin it had, by virtue of said three orders, been denied due 
process. Upon judicial review, said opinion and accompanying order, and the 
three orders adopted January 10, 1951, were set aside by order of the Court of 
Appeals, Northeastern Gas Transmission Co. et al. v. Federal Power Commission, 
195 F. 2d 872 (CA 3, 1952). Issuance of the mandates of the Court of Appeals to 
this Commission was stayed, first by order of the Court, and later by the filing of 
petitions for writ of certiorari with the Supreme Court of the United States by 
Algonquin, Texas Eastern, and this Commission. 

On October 13, 1952, the Supreme Court denied the petitions for a writ of 
certiorari to the Court of Appeals. Algonquin and Texas Eastern thereupon filed 
an “application for stay” in the Supreme Court requesting that Court to stay the 
issuance of its order denying the petitions for a writ of certiorari until the 
Supreme Court should have acted upon Algonquin’s petition for rehearing of the 
Supreme Court’s denial. On October 20, 1952, the Supreme Court denied the 
aforementioned application for stay. Algonquin and Texas Eastern filed with 
the Supreme Court a petition for rehearing on October 24, 1952. 

The mandates of the Court of Appeals were received by this Commission on 
October 23, 1952. The mandates provide: 

* * * it is now here ordered and adjudged by this Court that the following 
orders of the Federal Power Commission be and they are hereby set aside: 
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1. The order entered in the Commission’s Docket G—1568, 10 F. P. C. 667, 
on January 10, 1951. 

2. The order entered in the Commission’s Docket G—1319, 10 F. P. C. 665, on 
January 10, 1951. 

3. The order entered in the Commission’s Docket G—1012 on January 10, 
1951, 10 F. P. C. 666. 

4. Paragraph C of the Commission’s opinion and order issued February 27, 
1951, 10 F. P. C. 35, 71. 

Paragraph B of the Commission’s opinion and order, 10 F. P. C. 35, 70, 
issued February 27, 1951, is hereby modified by eliminating from the cer- 
tificate of public convenience and necessity issued to Texas Eastern Trans- 
mission Corp. by said paragraph any authorization to Texas Eastern to Sell 
and deliver natural gas to Algonquin Gas Transmission Co. 

The cause is remanded to the Commission for further proceedings not 
inconsistent with the opinion of this Court. 

On October 10, 1952, the Commission adopted an order, issued October 14, 1952, 
accepting Algonquin’s F. P. C. gas tariff, original volume No. 1, tendered for filing 
on October 7, 1952. The mandate of the United States Court of Appeals setting 
aside paragraph C of the Commission’s opinion, 10 F. P. C. 35, and accompanying 
order, in which paragraph the Commission issued a certificate to Algonquin, 
renders the aforesaid order issued October 14, 1952, a nullity. 

In addition to the matters set forth above, certain gas distributing companies 
in certain New England States have each filed an application, pursuant to section 
7 (a) of the Natural Gas Act, for an order directing Northeastern to establish 
physical connection with, and to sell and deliver natural gas to each applicant. 
Such companies are: 


Docket No. 
Portland Gas Light Co G-15é4 


Biddeford and Saco Gas Co G-1558 
Gas Service, Inc 

EE 5 ee G-1560 
Greenfield Gas Light Co G-1576 
Gardner Gas Fuel Light Co G—1584 
Athol Gas Co G-1655 
Blackstone Valley Gas Electric Co G-2077 


In each of the matters set forth in the heading hereof due notice of applica- 
tion was given, and published in the Federal Register. Opportunity for the 
filing of protests or petitions to intervene was given. Many persons filed petitions 
to intervene, and by order of the Commission were permitted to intervene, in one 
or more of the above-docketed proceedings. Such interveners shall have the 
same rights and status as interveners in the proceedings, as hereinafter reopened, 
as in any of the above-docketed proceedings in which they were, by order of the 
Commission, permitted intervention. 

The Commission finds: 

(1) In accordance with the mandates, and consistent with the opinion of 
the United States Court of Appeals for the Third Circuit, aforementioned, the 
proceedings in docket Nos. G—1319, G—1568, and G—1012 should be reopened for 
the purpose of determining whether each of the applicants in said docketed 
proceedings is able and willing properly to do the acts and to perform the service 
proposed in their respective applications, and to conform to the provisions of the 
Natural Gas Act and the requirements, rules, and regulations of the Commis- 
sion thereunder, and further, whether the service, sale, operation, construction, 
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extension, and acquisition to the extent proposed in each of the aforementioned 
applications, is or will be required by the present or future public convenience 
and necessity. 

(2) Good cause exists and it is in the public interest to consolidate the above- 
docketed proceedings for purpose of hearing. 

(3) It is in the public interest that at the hearing in the proceedings, con- 
solidated for purpose of hearing as hereinafter ordered, testimony and evidence 
shall be proffered as follows, except for such deviation and additions as the 
presiding examiner may determine to be required in the interest of expedition 
and due process : 

(a) (i) Testimony and evidence by Algonquin in support of its application 
in docket No. G-1319; cross-examination of witnesses for Algonquin. 

(ii) Testimony and evidence by any party other than Algonquin in support 
of Algonquin’s application in docket No. G—1319; cross-examination of witnesses 
offered by such parties. 

(iii) Testimony and evidence by any party in opposition to Algonquin’s ap- 
plication in docket No. G—1319; cross-examination of witnesses offered by such 
parties. 

(b) (i) Testimony and evidence by Texas Eastern in support of its ap- 
plication in docket No. G—1012, so far as such application seeks authority to 
deliver and sell natural gas to Algonquin, cross-examination of witnesses for 
Texas Eastern. 

(ii) Testimony and evidence by any party other than Texas Eastern in sup- 
port of Texas Eastern’s application in docket No. G—1012, as limited in (b) (i) 
above; cross-examination of witnesses offered by such parties. 

(iii) Testimony and evidence by any party in opposition to Texas Eastern’s 
application in docket No. G—1012, as limited in (b) (i) above; cross-examina- 
tion of witnesses offered by such parties. 

(c) (i) Testimony and evidence by Northeastern in support of its applica- 
tion in docket No. G—1568 ; cross-examination of witnesses for Northeastern. 

(ii) Testimony and evidence by any party other than Northeastern in support 
of Northeastern’s application in docket No. G—1568, or in support of applica- 
tions filed pursuant to section 7 (a) of the Natural Gas Act, for orders direct- 
ing Northeastern to make physical connection with, and deliver and sell natural 
gas to the respective applicants; cross-examination of witnesses offered by such 
parties. 

(iii) Testimony and evidence by any party in opposition to Northeastern’s 
application in docket No. G—1568 or the foregoing section 7 (a) application; 
cross-examination of witnesses offered by such parties. 

The Commission orders: 

(A) The proceedings in docket Nos. G—1319, G—1568, and G—1012 be and 
they are hereby reopened for further hearing for the purposes as set forth in 
finding (1) of this order, and in the manner and procedure set forth in finding 
(3) of this order. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by sections 7 and 15 of the 
Natural Gas Act, and the Commission’s rules of practice and procedure, the 
proceedings in docket Nos. G—1319, G-—1012, G—1568, G-—1554, G—1558, G—1559, 
G-—1560, G—1576, G—1584, G—1655, and G—2077 be and they are hereby consolidated 
for purpose of hearing; said hearing to commence on November 24, 1952, at 
10 a. m. (EST) in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue, N. W., Washington, D. C., concerning the matters involved 
and the issues presented by the aforementioned applications. 
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(C) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the said rules of practice and 
procedure. 


Adopted: October 31,1952. Issued: October 31, 1952. 


Order further amending license (transmission line) 
The Montana Power Co. 


Project No. 479 


Application was filed March 28, 1952 by The Montana Power Co., licensee 
for transmission line project No. 479, for further amendment of its license 
for the project to provide for removal therefrom of a portion of the Phillips- 
burg-Maxville 20,000-volt transmission line affecting lands of the United States 
within the Deerlodge National Forest, which extended from Phillipsburg to 
the junction with the Princeton line in Sec. 15, T. 8 N., R. 13 W., m. p.m. The 
Commission has found that the remaining portion of this original line extending 
from Maxville to the Princeton tap line does not appear to be a primary line 
as set forth in section 3 (11) of the Federal Power Act, and, therefore, is not 
within the licensing authority of the Commission. 

The effect of the amendment would be to decrease the annual charges for 
the occupancy of lands of the United States by the portion of the line, which 
was dismantled December 31, 1951, from $74.37 to $51.22. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Deerlodge National Forest, has reported favorably on the 
application. 

The Commission finds: 

(1) The license for transmission line project No. 479, further amended as 
hereinafter provided, will not alter any of the basic facts upon which the license 
was issued. 

(2) Exhibits K sheets 1, 2, and 3 (F. P. C. Nos. 479-1, -2, and -3) show the 
portion of the Phillipsburg-Maxville line to be excluded from the license, and to 
reflect the exclusion of the portion of line from the project, exhibit K sheets 1 
and 2 (F. P. C. Nos. 479-1 and -2) should be excluded from the license, and 
exhibit K sheet 3 (F. P. C. No. 479-3), as revised in the Commission, conforms to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project. 

The Commission orders: 

(A) The exhibit K sheets 1 and 2 specified in paragraph (2) above are elimi- 
nated from the license, and the exhibit K sheet 3 specified in paragraph (2) 
above, as revised in the Commission, is approved as part of the license for 
transmission line project No, 479. 

(B) The license for the Montana Power Company’s transmission line project 
No. 479 is hereby further amended, effective as of January 1, 1952, to provide 
for removal therefrom of the dismantled portion of the Phillipsburg-Maxville 
line, with a consequent reduction in the annual charges for the occupancy by 
the line of lands of the United States; the said amendment being: 

Paragraph I. The paragraph commencing on page 1 of the amendment of the 
license dated January 19, 1939, with the words “Now Therefore,” is amended to 
read as follows: 

Now, Therefore, the Commission hereby issues this license for a period termi- 
nating 50 years from the date hereof, and subject to the conditions hereinafter 
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specified, for the purpose of authorizing the construction, operation, and main- 
tenance upon lands of the United States partly within the Deerlodge National 
Forest, and partly upon unreserved public lands of the following project works: 

(a) The Maxville-Princeton Tap line running in a southerly direction from 
the generating station at Maxville to the Princeton Tap line in SW% Sec. 15, 
T.8N., R.13 W., M. P. M., with right-of-way 100 feet in width ; 

(b) The Flint Creek-Phillipsburg 23,000-volt transmission line No. 1, begin- 
ning at a point in sec. 36, T. 6 N., R. 14 W., M. P. M., and running in a northerly 
direction about 7.5 miles to a point near Phillipsburg, sec. 36, T. 7 N., R. 14 W., 
M. P. M., with right-of-way 30 feet in width ; 

(c) The Flint Creek-Anaconda 23,000-volt transmission line beginning at a 
point in sec. 36, T. 6 N., R. 14 W., M. P. M., and running in a southerly and 
easterly direction a distance of 22 miles to the Anaconda Copper Mining Co. 
Reduction Works in Anaconda, in sec. 12, T. 4 N., R. 11 W., M. P. M., with right- 
of-way 30 feet in width; 

(d) The Southern Cross 23,000-volt transmission line, beginning at a point on 
item (c) hereof, in sec. 18, T. 5 N., R. 13 W., M. P. M., and running in a northerly 
direction a distance of about 1.4 miles to the Southern Cross Mines in the SW%4 
sec. 4, T. 5 N., R. 13 W., M. P. M., with right-of-way 30 feet in width; 

(e) The 22,000 and 2,200-volt Georgetown Lake Pump-Station Branch trans- 
mission line beginning at a point on item (c) hereof, in the NE sec. 18, T.5 N., 
R. 13 W., M. P. M., and running in a southerly direction a distance of about 
0.4 mile to Georgetown Lake pump-station in the SE sec. 18, T. 5 N., R. 13 W., 
M. P. M., with right-of-way 30 feet in width ; 

(f) The 23,000-volt Flint Creek-Phillipsburg transmission line No. 2, begin- 
ning at a point in sec. 36, T. 6 N., R. 14 W., M. P. M., and running in a northerly 
direction a distance of about 7.5 miles to a point in sec. 36, T. 7 N., R. 14 W., 
M. P. M., near Phillipsburg, Mont., and paralleling item (b) hereof, with right- 
of-way 30 feet in width; 

(g) The Flint Creek 50,000-volt transmission line No. 2 extending approxi- 
mately 21.64 miles from a point in the NW% sec. 12, T. 4 N., R. 11 W., M. P. M., 
Montana, with right-of-way 50 feet in width: 


all as shown and described by certain exhibits which accompanied the appli- 
cation for license or for amendments thereof and which are designated and 
described as: 

Erhibit J—(a) (F. P. C. No. 479-4) General map of project area received by 
the Commission on September 7, 1936; and (b) (F. P. C. No. 479-10) General 
map showing location of 50,000-volt transmission system Phillipsburg to Ana- 
conda, received by the Commission on January 14, 1938, and approved by the 
Commission on October 8, 1938; 

Evhibit K.—(a) (F. P. C. Nos. 479-3, -5, -6, -7, -8, and -9) Detail map in 6 
sheets, Sheet 3 of which was received by the Commission on February 4, 1924, 
as applying to the Phillipsburg-Maxville transmission line, revised in accordance 
with application filed March 28, 1952, and now applying to the Maxville-Prince- 
ton Tap line, and the 5 remaining sheets were received by the Commission 
on September 8, 1936, as applying to those transmission lines which were added 
to the project works by amendment No. 1 of license; 3 of the latter sheets were 
received by the Commission in revised form on February 25, 1987; and (b) 
(F. P. C. Nos. 479-11 and -12) detail project area maps showing location of 
the 50,000-volt transmission line added by amendment No. 2 of license, received 
by the Commission on June 7, 1938, and approved by the Commission on October 
8, 1938; 
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Ecrhibit M.—(a) General descriptions and specifications of the transmission 
lines included in amendment No. 1 of license, consisting of 7 typewritten pages 
as received by the Commission on February 4, 1924, and September 8, 1936, 3 
sheets of which bear alterations with respect to the project area as authorized 
in M. O. Leighton’s letter of February 25, 1987; and (b) Typewritten specifica- 
tions in 2 sheets covering the transmission line covered by amendment No. 2 of 
license entitled “Anaconda Flint Creek #2,” received by the Commission on 
June 7, 1938, and approved by the Commission on October 8, 1938; 
which exhibits approved by the Commission are hereby made a part of the 
license and no substantial change shall hereafter be made therein until such 
change shall have been similarly approved; said license being subject to the 
following express conditions, other provisions and requirements of the act being 
waived under authority of section 10 (i) thereof, to wit: 

Paragraph II. Article 11 of the license as amended January 19, 1939 is 
amended to read as follows: 

Article 11. Subject to the provisions of section 10 (e) of the act, and the 
rules and regulations of the Commission thereunder, the licensee shall pay 
to the United States annual charges of $5 for the purpose of reimbursing it for 
the cost of administration of part I of the act and $51.22 for the purpose of 
recompensing the United States for the use, occupancy, and enjoyment of its 
lands used for transmission-line right-of-way. 

Paragraph II/, This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance 
unless, application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application for rehearing shall constitute 
acceptance of this amendment. In acknowledgment of the acceptance of this 
amendment, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Adopted: November 4, 1952. Issued: November 13, 1952. 


Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Power Site Reserve No. 674 and Power Site 
Classification Nos. 107 and 399 


Docket No. DA-59—Alaska—Bureau of Land Management 


The Bureau of Land Management, United States Department of the Interior, 
has requested a determination under section 24 of the Federal Power Act with re- 
spect to the following described lands in the Territory of Alaska: T. 14 N., R.1E., 
all unsurveyed lands located within 144 mile of Peters Creek ; all unsurveyed lands 
located within 1% mile of and/or at an altitude of 500 feet or less adjacent to 
Eagle River and its tributaries. T. 15 N., R. 1 E., all unsurveyed lands located 
within 4% mile of Peters Creek. T.14N., R. 1 W., sec. 17, 814; sec. 18, 8% and all 
unsurveyed lands located within 14 mile of, and/or at an altitude of 500 feet or less 
adjacent to Eagle River and its tributaries. T. 15 N., R. 1 W., sec. 4, W%SW%, 
SWU4SW4,; sec. 5, SEY; sec. 9, lots 3, 4, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 18, 
19, that part of lot 5 lying within 44 mile of Peters Creek, and the W144NE%, 
NW 4, NEYSW4, E1ANEUSEXM, SEUYSEY; sec. 10, SWYSEMU, SW; sec. 16, 
NE4NEY, ; and all unsurveyed lands lying within 4% mile of Peters Creek. T. 14 
N., R. 2 W., sec. 8, SE4ZSEY%, SW%4ASW,; sec. 9, SEYNEM, SEY, NEYSWY, 
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S%SWY, ; sec. 10, SYZN%, 8%; sec. 11, S4NWM%, W%4W4SEXM, SW; sec. 13, 
NWY4NEXM, SYNE, NW, 8S; sec. 14, NYN%, N14SEYNBY;; sec. 15, Ns; 
sec. 16, N%, N’SW%, SWYSWY; sec. 17, NE4%, NYNWY%, EWMSEY, 
NW%4SW%; and all unsurveyed lands located within 4, mile of and/or at an 
altitude of 500 feet or less adjacent to Eagle River and its tributaries. 

Part of the subject lands are withdrawn in power site reserve No. 674 created 
January 23, 1918 and part of the lands are withdrawn in power site classification 
No. 107, created June 12, 1925, and still other portions of the subject lands are 
embraced in the reserve of the power site classification No. 399 approved March 
29, 1950, supplementing power site classification No. 107 above mentioned. 

The subject lands lie near Eagle River or Peters Creek about midway between 
Anchorage and Palmer, Alaska. Peters Creek is a mountain stream which will 
at some future time be developed for power purposes by the diversion conduit 
method, Eagle River being a glacial-fed stream flowing through a trough-like 
depression wherein there is a suggested dam site in section 13, T. 14 N., R. 2 W. 
Owing to the existence of the hydroelectric development of project No. 350 owned 
by the city of Anchorage, and the construction of a redevelopment project on 
Eklutna Lake and Creek by the Department of the Interior, with a 30,000 
kilowatt installed capacity, the likelihood of any new development of Eagle River 
or Peters Creek appears to be remote. 

Interested federal officials have reported on the application. 

The Commission determines: 

The value of all the lands above-described will not be injured or destroyed 
for purposes of power development by location or entry under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as amended, 
and subject to the stipulation, with respect to these lands reserved along Eagle 
River and its tributaries and located upstream from the north-south quarter 
section line of section 13, T. 14 N., R. 2 W., that when and if the lands or any 
portions thereof are required for purposes of power development, any improve- 
ments placed thereon which shall be found to interfere with such power de- 
velopment shall be removed or so relocated as may be found necessary to eliminate 
interference with such power development without expense or damage to the 
United States, its permitees or licensees. 


Adopted: November 4, 1952. Issued: November 5, 1952. 





Order suspending proposed tariff sheets 
United Natural Gas Co. 
Docket No. G—2084 


On October 7, 1952, the United Natural Gas Co. (United) filed with the Com- 
mission first revised sheets Nos. 4 and 5 toits F. P. C. gas tariff, original volume 
No. 1. 

First revised sheets Nos. 4 and 5, as filed, proposed an increase in the rates 
for natural-gas service which would result in annual increased payments by 
United’s customers amounting to $1,749,000, which is an increase of 21 percent 
based on estimated sales for the year ending October 31, 1953. United states that 
the rate increase is necessitated in part by the proposed increases by United’s 
suppliers, Tennessee Gas Transmission Co., Texas Eastern Transmission Corp., 
and Manufacturers Light and Heat Co. Such higher rates of United’s suppliers 
have been, however, suspended by orders of the Commission. Additionally, cer- 
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tain accounting adjustments and other items advanced in support of the pro- 
posed rate increase have not been shown to be justified. 

The New York State Public Service Commission requests that the proposed 
rates be suspended pending investigation. 

The increased rates and charges provided in said first revised sheets Nos. 4 
and 5, have not been shown to be justified and may be unjust, unreasonable, 
unduly discriminatory or preferential, or otherwise unlawful. 

The Commission finds: 

It is necessary and appropriate in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such act, con- 
cerning the lawfulness of United’s F. P. C. gas tariff, as amended by first revised 
sheets Nos. 4 and 5 and that said first revised sheets Nos. 4 and 5 be suspended 
as hereinafter provided and the use thereof be deferred pending hearing and 
decision herein. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held upon a date to be fixed by further order of the Com- 
mission concerning the lawfulness of rates, charges, and classifications contained 
in the aforesaid United Natural Gas Company’s F. P. C. gas tariff as amended by 
first revised sheets Nos. 4 and 5. 

(B) Pending such hearing and decision thereon, first revised sheets Nos. 4 
and 5 of United Natural Gas Company’s F. P. C. gas tariff, original volume No. 1, 
be and the same are hereby suspended and the use thereof deferred until April 
10, 1953, and until such further time as they may be made effective in the manner 
prescribed by the Natural Gas Act. 

(C) Interested State Commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of prac- 
tice and procedure. 


Adopted: November 6,1952. Issued: November 6, 1952. 


Order authorizing issuance of securities 
Duke Power Co. 
Docket No. E-6459 


Duke Power Co. (applicant), a corporation organized and existing under the 
laws of New Jersey and doing business in North Carolina and South Carolina, 
having its principal business office in Charlotte, N. C., filed its application October 
16, 1952, and amendment 1 thereto on October 30, 1952, for an order pursuant to 
section 204 of the Federal Power Act authorizing the issuance of 2,777,615 of 
common stock without par value. 

Applicant proposes to issue the new common stock at a stated value of $25 
per share pro rata to the holders of the presently outstanding common stock of 
applicant upon the basis of two shares of additional stock for each share held, 
and to reduce the stated value of the presently outstanding common stock from 
$75 per share to $25 per share. Applicant states that no remuneration of any 
kind will be paid by the stockholders or received by applicant for the additional 
stock and the common stock liability of applicant will not be changed by reason 
of the issuance of the additional stock, 
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Applicant further states that no fee for services (other than fees of transfer 
agents and fees for technical services) will be paid in connection with the issuance 
of the common stock. 

Applicant states that the proposed transaction, resulting in a split of its common 
stock will facilitate the sale and wider distribution of the stock and will be 
advantageous in raising the additional new capital which will be necessary for 
the continuation of applicant’s post-war construction program, costing in excess 
of $250,000,000. 

Written notice of the application has been given to the North Carolina Utilities 
Commission, the Public Service Commission of South Carolina, and to the Gov- 
ernor of each of those States. Notice of the application was also published in the 
Federal Register on October 24, 1952 (17 F. R. 9649) stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before November 5, 1952. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

The Public Service Commission of South Carolina and the North Carolina 
Utilities Commission by orders entered October 21 and 24, 1952, respectively, 
authorized and approved the proposed issuance of common stock. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
described and set out in the Commission’s order entered September 12, 1947, In 
the Matter of Duke Power Co., docket NO. IT-6075, 6 F. P. C. 900. 

(2) The proposed issuance of common stock will constitute an issue of securi- 
ties within the provision of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of section 
204 of the act. 

(4) The proposed issuance of common stock as hereinafter authorized and ap- 
proved will be for a lawful object, within the corporate purposes of the applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The competitive bidding requirements of section 34.1a are inapplicable to 
the issuance of common stock. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of common stock, upon the terms and conditions 
and for the purposes specified in the application, be and the same hereby are 
authorized and approved, subject to the provisions of this order. 

(B) This authorization to issue common stock for the purposes specified in the 
application shall expire unless the transaction hereby authorized is consummated 
within 60 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescene by this Commission in any 
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estimate or determination of cost or any valuation of property, claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: November 6, 1952. Issued: November 6, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G—2032 


On August 18, 1952, Texas Gas Transmission Corp. (applicant), a Delaware 
corporation having its principal place of business at 416 West Third Street, 
Owensboro, Ky., filed an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of 21 miles of 6%-inch pipeline looping certain of appli- 
cant’s existing pipeline facilities serving Robinson and Lawrenceville, Ill. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 3, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The record shows that this application was filed in compliance with the con- 
dition contained in subparagraph (B) (6) of the order issued July 25, 1952, in 
docket No. G—1847, and accompanying Commission opinion, 11 F. P. C. 227, which 


required that applicant obtain authority to construct and operate loop lines par- 
alleling existing lines extending from the Oaktown Storage Field to Robinson, 
Ill., and to Lawrenceville, Ill., for the transportation and sale to Gas Utilities 
Company and Illinois Gas Co., respectively, of the maximum volumes of natural 
gas specified in subparagraph (B) (1) of said order. 

Cost of construction is estimated at $424,475, to be provided out of funds on 
hand. 


The Commission jinds: 

(1) Applicant, a Delaware corporation with its principal place of business at 
Owensboro, Ky., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of March 30, 1949, in docket No. G-859, 8 F. P. C. 190. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of applicant’s existing pipeline system, and the construction 
and operation thereof by applicant are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
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CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

(1) The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of issuance 
of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 12 months from the date of issuance of 
this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning ; 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein ; 

(c) within 10 days after the facilities herein authorized have been constructed 
and placed in service or any operation and service herein authorized has com- 
menced, notice of the date of such placement and commencement ; and 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized has com- 
menced, a statement showing the actual cost of constructing said faciiities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a 
statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon by applicant in this proceeding. 

(3) This certificate is not transferable and shall be effective only so long 
as applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 


Adopted: November 6, 1952. Issued: November 12, 1952. 


Order denying motions 
Texas-Ohio Gas Co. 


Docket Nos. G—1810, G—-1938, G—1939 


On October 9, 1952, Texas-Ohio Gas Co. (applicant) filed a document entitled : 
I. Motion for due process procedure in accord with the Administrative Pro- 
cedure Act and the Natural Gas Act, as amended, and 
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II. Motion for immediate issuance of certificates sought in docket Nos. G—-1810 
and G-—1938 and for immediate recommendation to the President for issuance 
of permit sought in docket No. G—1939. 

As item (1) of motion I, applicant requests that “reports made, or to be made, 
by staff members to whom applicant has submitted data, either prior to or sub- 
sequent to September 8, 1952, be made a part of the record * * *.” This request 
must be denied, aside from its lack of specification, for the reason that the Com- 
mission’s decision in these proceedings is not based on staff reports, but rather 
on the record made in open public hearing. It would be contrary to due process 
to incorporate such a report in this record without permitting opportunity for 
all parties to object thereto and to cross-examine the sponsor. 

As item (2) of motion I, applicant requests that the presiding examiner “pre- 
pare his decision thereon and that said decision be made a part of the record in 
advance of said oral argument.” 

Applicant refers to the oral argument before the Commission, fixed for Oc- 
tober 20, 1952. Obviously, the time limitation alone would forbid such pro- 
cedure. If applicant thereby intended to request the intermediate decision of 
the presiding examiner, counsel for applicant expressly waived such request at 
the oralargument. Accordingly, this request should be denied. 

As item (3) of motion I, applicant requests that the “official reporter make 
immediately available to counsel for applicant, the transcript of testimony before 
the Commission in a private hearing held on August 11, 1952 * * *.” The subject 
of the conference with the Commission held on August 11, 1952, is not material 
or germane to the issues raised by the applications in these proceedings. Further, 
any decision by the Commission in these proceedings must be based on the record 
made at the public hearing and not on any conference the Commission may have 
had on matters not germane to the issues of this case. There is no merit in 
this request and it should be denied. 

As item (4) of motion I, applicant requests that “the recommendations of 
the Secretary of State and the Secretary of War be promptly obtained regarding 
the application in docket No. G-1939.” This request must be denied, because of 
the action of the Commission in denying the applications at docket Nos. G—1810 
and G—1938. 

Motion II requests (1) immediate issuance of a certificate at docket No. G—1810, 
(2) the authorization sought at docket No. G—1938, and (3) a recommendation 
to the President for the grant of the permit sought at docket No. G—1939. 

We have already found and ordered that the applications at docket Nos. G—1810 
and G—1938 should be denied and that no further action is required on the appli- 
eation at docket No. G—1939 for the reasons stated in our opinion and accom- 
panying order issued this day. 

The Commission orders: 

The motions filed on October 9, 1952, by Texas-Ohio Gas Co., and the several 
requests therein, be and the same are hereby denied. 


Adopted: November 6,1952. Issued: November 7, 1952. 


Partial vacation of withdrawal under section 24 of the Federal Water Power Act 
California Oregon Power Co. 


Project No. 828 


Under the provisions of section 24 of the Federal Water Power Act and pur- 
suant to the filing of an application on August 4, 1927, by the California Oregon 
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Power Co. for license for transmission-line project No. 828, the following- 
described lands, among other lands, were reserved from entry, location, or other 
disposal under the laws of the United States until otherwise directed by the Com- 
mission or by Congress: Willamette meridian, Oregon: All portions of the fol- 
lowing-described tracts lying within 50 feet of the center line of the transmission 
line location shown on a map designated “exhibit C&K” and entitled “Applica- 
tion for license—The California Oregon Power Company Transmission Line from 
Prospect to Medford in the State of Oregon,” and filed in the office of the Federal 
Power Commission on August 4, 1927: T. 37 S., R. 1 W., See. 13, SEY4NEY, 
BYSE%, SWYSEX. 

The portion of transmission line constructed on the above-described lands 
has been relocated and the right-of-way abandoned and the license for the proj- 
ect was amended on August 17, 1944, to exclude therefrom the relocated portion 
of the transmission line. 

The Commission finds: 

The lands are no longer being used for the purpose for which they were with- 
drawn and it is in the public interest to release the lands from the power with- 
drawal effected by the filing of the application for license for project No. 828. 

The Commission orders: 

The existing power withdrawal pertaining to the above-described lands under 
section 24 of the Federal Water Power Act pursuant to the filing of the applica- 
tion for license for project No. 828 is hereby vacated. 


Adopted: November 6,1952. Issued: November 10, 1952. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6458 


Gulf States Utilities Co. (applicant), a corporation organized and existing 
under the laws of the State of Texas, qualified and authorized to do business as 
a foreign corporation in the State of Louisiana, having its principal] business office 
in Beaumont, Tex., on October 13, 1952, filed its application and amendment there- 
to on October 24, 1952, for an order pursuant to section 204 of the Federal Power 
Act (act) authorizing the issuance of $10,000,000, principal amount, of its first 
mortgage bonds. 

Applicant proposes to issue the $10,000,000, principal amount, of first mortgage 
bonds, — percent series due 1982 under its indenture of mortgage dated Septem- 
ber 1, 1926, to The Hanover Bank (formerly Central Hanover Bank and Trust 
Co.), successor trustee, as heretofore supplemented, and as to be further sup- 
plemented and modified by the twelfth supplemental indenture to be dated as 
of December 1, 1952. 

Applicant proposes, on or about November 13, 1952 (unless postponed), to in- 
vite bids for the purchase of the 1982 series bonds by newspaper publication and 
through distribution of a “public invitation for bids for the purchase of 
$10,000,000, first mortgage bonds, — percent series due 1982” setting forth the 
terms and conditions relating thereto. All bids must be in writing and shall 
specify the coupon rate of the bonds which shall be a multiple of 4% percent and 
the price (exclusive of accrued interest) to be paid to the applicant which shall 
not be less than 100 percent nor more than 102%4 percent of the principal amount 
thereof and shall provide that the accrued interest on the said bonds from Decem- 
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ber 1, 1952 to date of payment therefor and delivery thereof will be paid to ap- 
plicant by the purchasers. All bids must be presented to applicant before 11 a. m. 
(e. s. t.) November 24, 1952 unless postponed. Unless the applicant shall reject 
all bids (which it reserves the privilege so to do) or exclude a bid or bids for 
reasons specified in the public invitation, it will accept the bid which provides 
the lowest “cost of money” to it. 

The proceeds from the issuance of the proposed bonds are to be used for the 
eonstruction and improvement of applicant’s electric utility facilities and to re- 
imburse its treasury in part for construction expenditures heretofore made and 
will provide a portion of the funds required to carry forward its 1952 construc- 
tion program, which is estimated to require approximately $23,500,000. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by publica- 
tion in the Federal Register on October 18, 1952 (17 F. R. 9272), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
eation should file a petition or protest on or before November 4, 1952. No protest 
or petition or request to be heard in opposition to the granting of said application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated October 9, 
1947, In the Matter of Gulf States Utilities Co., docket No. IT-6081, 6 F. P. C. 958. 

(2) The proposed issuance and sale of $10,000,000 principal amount of first 
mortgage bonds will constitute an issuance of securities within the purview of 
section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of se- 
curities is, therefore, not exempt by virtue of that section from the requirements 
of section 204 of the act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to reimburse its treasury for construction expenses heretofore made and to carry 
forward its 1952 construction program. 

(5) The proposed issuance and sale through competitive bidding of first mort- 
gage bonds, as hereinafter authorized, will be for a lawful object, within the 
corporate purposes of the applicant and compatible with the public interest, which 
is appropriate for and consistent with the proper performance by the applicant 
of service as a public utility and which will not impair its ability to perform that 
service and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of § 34.2 (k) (3) of the Commission’s rules relating to compliance with competi- 
tive bidding requirements and § 34.2 (k) (4) of the rules, relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and ad- 


vised the Commission by telephone and telegraph as contemplated by § 34.9 of the 
rules. 
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(ii) The Commission shall have approved the price to be received by the appli- 
cant for the first mortgage bonds and the interest rate thereof, by a further order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: November 7, 1952. Issued: November 7, 1952. 


Order instituting investigation, to show cause, and fixing date of hearing 
Northern Natural Gas Co. 
Docket No. G-2085 


The Commission, In the Matter of Northern Natural Gas Co. docket No. G—-1618, 
by its opinion and order issued June 24, 1952, 11 F. P. C. 174 as amended by the 
opinion and order issued October 28, 1952, 11 F. P. C. 400 granted, upon the condi- 
tions therein specified, Northern Natural Gas Co. (Northern) a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing the construction and operation of additional natural-gas pipeline 
facilities designed to increase Northern’s delivery capacity north of Kansas from 
approximately 600,000 M. c. f. to 825,000 M. ec. f. per day.” 

The aforesaid order issued June 24, 1952, as amended, provided in paragraph 
(C) thereof in part as follows: 

(C) As a condition attached to the exercise of the rights granted under the 
certificate herein, Northern shall : 

(1) Not, without prior Commission approval, alienate, sell or transfer 
the natural gas reserves disclosed in the record of this proceeding as 
being owned or controlled by Northern, as long as natural gas may be 
economically produced therefrom for rendition of the service herein 
authorized: Provided, however, That nothing contained in this order 
shall be construed to prevent the normal abandonment or trading of 
leases or wells for the purpose of improving Northern’s gas reserve posi- 
tion or for the purpose of obtaining more economic or more efficient gas 
production operations, for rendering the service herein authorized, so 
long as such trading or abandonment of leases or wells is of the form and 
nature heretofore consummated by Northern, such as are reflected by 
the record in this proceeding, incident to its acquisition and development 


1On June 27, and August 9, 1951, the Commission issued in docket No. G-1618, without 
prejudice to its final determination of the application therein, temporary certificates of 
public convenience and necessity authorizing Northern at its own risk to construct and 
operate certain of the facilities proposed in docket No. G—1618 to increase its system ca- 
pacity north of Kansas from 600,000 to 675,000 M. c. f. of natural gas per day. Pursuant 
thereto Northern later in 1951 constructed and placed in operation such facilities. 
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of the gas leases and wells disclosed by the record herein to be owned by 
it in the Panhandle, Hugoton and Otis gas fields ; 
e . ™ * * 


(7) Not transfer the certificate herein issued, and it shall be effective 
only so long as Northern continues the operations hereby authorized in 
accordance with the provisions and requirements of the Natural Gas 
Act, this order, and of any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

On November 5, 1952, Northern filed in docket No. G—1618, a telegram and a 
letter, both dated November 4, 1952, wherein it advised the Commission, among 
other things, that as of October 31, 1952, Northern sold and transferred to 
Northern Natural Gas Producing Company, a wholly-owned subsidiary of 
Northern, all of the gas leases and wells owned by Northern as of that date. 


On November 7, 1952, the Commission by telegram advised Northern as 
follows: 


Your telegram of November 4, 1952, in docket No. G-1618 states that as 
of October 31, 1952, Northern Natural Gas Company sold and transferred 
to Northern Natural Gas Producing Company, a wholly-owned subsidiary 
of Northern Natural Gas Company, all of the gas leases and wells owned by 
Northern Natural Gas Company as of that date. As you know, the Com- 
mission’s order issued in docket G-1618 on June 24, 1952, as amended by 
the order issued on October 28, 1952, provides in subparagraph (C) (1) 


that, as a condition attached to the exercise of the rights granted under the 
certificate issued therein, Northern shall not, without prior Commission 
approval, alienate, sell or transfer the natural gas reserves disclosed in the 
record of that proceeding as being owned or controlled by Northern, as long 
as natural gas may be economically produced therefrom for the rendition 
of the service authorized by the certificate therein granted, subject to a 
stated proviso respecting normal abandonment or trading gas leases and 
wells for the purposes and of the form and nature there specified. Further- 
more, aS a condition, that order provided in subparagraph (C) (7) that, 
among other things, the certificate issued shall be effective only so long as 
Northern continues the operations thereby authorized in accordance with 
the specified provisions and requirements, including those of the order 
issued in docket G—1618 on June 24, 1952, as amended. Assuming solely 
for purposes of this notice to you that the relevant facts are as stated in 
your telegram of November 4, 1952, you are advised that it now appears 
to the Commission that any operation after October 31, 1952, of any of the 
G-1618 facilities constructed under temporary authorization issued in that 
docket and heretofore operated either under such temporary authorization 
or under the authorization of the certificate issued October 28, 1952, or 
any construction or operation of the G-1618 facilities after October 31, 1952, 
is without certificate authorization from this Commission and accordingly 
in contravention of the requirements of the Natural Gas Act, including 
particularly section 7 thereof, since it appears that the acts by Northern as 
stated in telegram of November 4, 1952, have rendered ineffective the cer- 
tificate issued by the Commission’s order issued June 24, 1952, as amended, 
by reason of the express provisions of the subparagraphs of said order 
referred to above. You are further notified that the Commission has adopted 
an order instituting an investigation, calling on Northern to show cause 
why the certificate in docket No. G-1618 should not be found to be ineffective 
and accordingly without force and effect or should be revoked, and fixing 
date of hearing, said hearing to commence on November 20, 1952. 
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Upon consideration of the Commission’s opinions and orders issued in docket 
No. G-1618 and the matters hereinbefore referred to, the Commission finds: 

(1) It is necessary and desirable in the public interest in carrying out the 
provisions of the Natural Gas Act and as an aid in the enforcement of the 
provisions of that act that an investigation be instituted, that Northern be 
required to show cause, and that a hearing be held, all as hereinafter provided 
and ordered. 

(2) It is reasonable and good cause exists for holding a public hearing, as 
hereinafter ordered, on less than 15 days’ notice, because expeditious determina- 
tion of the matters involved is required by the public interest in light of con- 
siderations set forth in the Commission’s opinions and orders issued in docket 
No. G—1618. 

The Commission, acting pursuant to the authority contained in and subject 
to the jurisdiction conferred upon the Federal Power Commission by the Natural 
Gas Act, particularly sections 7, 14, 15 and 16 thereof, orders: 

(A) An investigation be and the same hereby is instituted to determine all 
relevant facts respecting the sale and transfer by Northern of all of its gas 
leases and wells as reported by it to the Commission in its telegram and letter 
dated November 4, 1952, in docket No. G—1618, and whether such sale and 
transfer constitute a violation of any of the terms and conditions specified in 
the Commission’s order in docket No. G-1618 issued June 24, 1952, as amended 
by order issued October 28, 1952, including particularly subparagraph (C) (1). 

(B) Northern show cause, if any there be, why the Commission should not 
find and determine that: (1) Northern by its acts in selling and transferring all 
of its gas leases and wells, as announced in its telegram of November 4, 1952, 
in docket No. G—1618, has so violated the express terms and conditions of the 
Commission’s order issued on June 24, 1952, in docket No. G—1618, as amended 
by order issued October 28, 1952, that the certificate issued in such dockets is 
ineffective and accordingly without force and effect; or (2) Northern by its 
acts and conduct has removed such a substantial portion of the basis upon which 
was predicated issuance of the certificate in docket No. G—1618 that such cer- 
tificate should be revoked. 

(C) A public hearing be held commencing on November 20, 1952, at 10 a. m. 
(e. s. t.) in the Hearing Room of the Federal Power Commission, 1800 Pennsyl- 
vania Avenue, N. W., Washington, D. C., with respect to the matters involved 
and the issues presented in paragraphs (A) and (B) hereof. 

(D) Copies of this order be served on Northern Natural Gas Co., its resale 
customers, and the parties to the proceeding in docket No. G—1618. 

(E) The interveners in the proceeding in docket No. G—1618, be and the same 
hereby are permitted to become interveners in this proceeding, subject to the 
rules and regulations of the Commission: Provided, however, That the admission 
of such interveners shall not be construed as recognition by the Commission 
that they or any of them might be aggrieved because of any order or orders of 
the Commission entered in this proceeding. 

(F) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.87 (f)) of the Commission’s rules of practice 
and procedure. 


Commissioner Draper dissenting for the reasons stated in his dissents in 
Opinions 11 F. P. C. 174 and 11 F. P. ©. 400. 


Adopted: November 7, 1952. Issued: November 10, 1952. 
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Order granting request for reconsideration and fixing date for oral argument 
Algonquin Gas Transmission Co. 
Docket No. G-1319 


On October 21, 1952, Algonquin Gas Transmission Co. (Algonquin) filed an 
application, pursuant to section 7 of the Natural Gas Act, section 157.17 of the 
Commission’s rules and regulations and “the inherent and implied power of the 
Commission,” for a temporary certificate authorizing the construction and 
operation of a natural-gas pipeline system extending from an interconnection 
with the pipeline system of Texas Eastern Transmission Corp. near Lambert- 
ville, N. J., to a point near Boston, Mass., and to deliver and sell natural gas to 
distributing companies and communities in New Jersey, Connecticut, Massachu- 
setts, and Rhode Island. 

On October 31, 1952, the Commission issued an order dismissing the aforesaid 
application because of the Commission’s conclusion that said application “does 
not come within the purview of the authority of this Commission to grant.” 

On November 4, 1952, Algonquin filed an “Application for rehearing, reconsid- 
eration and vacation of the order of the Commission issued October 31, 1952, 
and for oral argument thereon before the Commission sitting en banc.” In its 
application, Algonquin prays for reconsideration of the aforesaid order and for 
oral argument before the Commission sitting en banc. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
Algonquin’s request that the Commission’s order issued October 31, 1952, be 
reconsidered and its request for oral argument be granted, as hereinafter ordered. 

The Commission orders: 

(A) The application filed by Algonquin on November 4, 1952, requesting recon- 
sideration of the order issued October 31, 1952, and oral argument thereon be 
and the same hereby is granted. 

(B) The single issue of whether or not the application filed by Algonquin on 
October 21, 1952, for a temporary certificate of public convenience and necessity 
comes within the purview of the authority of this Commission to grant be and 
the same is hereby set for argument before the Commission on November 24, 
1952, at 10 a. m. (e. s. t.) in the hearing room, Federal Power Commission, 1800 
Pennsylvania Avenue, N. W., Washington, D. C. 

(C) Each party to the proceedings in docket No. G-1319 desiring to participate 
in the oral argument hereinbefore ordered shall notify the Secretary of the 
Commission of the amount of time desired, on or before November 19, 1952. 

Chairman BucHANAN, concurring. 


Adopted: November 7, 1952. Issued: November 10, 1952. 


BUCHANAN, Chairman, concurring: 


By granting Algonquin’s application for rehearing and reconsideration of the 
order of the Commission issued October 31, 1952, dismissing the company’s ap- 
plication for a temporary certificate in the above docket and fixing oral argument 
thereon before the Commission sitting en bane for November 24, 1952, I cannot 
see that we are giving expeditious action in Algonquin’s alleged predicament. If 
such emergency exists, it is here now, and oral argument which the Commission 
has granted should be advanced to the earliest possible date if reconsideration 
is to be effective. 
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For my enlightenment at the oral argument, I would like a discussion of three 
matters in particular: 

(1) The history of the claimed emergency. 

(2) As a matter of law, under the Natural Gas Act and the legislative history 
upon which that act is based, can a temporary certificate issue on the facts alleged 
herein? 

(3) If it were possible under the National Gas Act to grant a temporary certifi- 
cate, as requested by Algonquin, would it not be a collateral attack upon or a 
circumvention of the decision of the Court of Appeals for the Third Circuit that a 
full, fair and impartial hearing be accorded the two interested parties and a 
decision rendered by the Commission on the basis of the record so made? 

Filed November 10, 1952. 
Date of Issuance: November 10, 1952. 


Order authorizing and approving acquisition and merger or consolidation 
of facilities 


Wisconsin Power & Light Co. 
Docket No. E-6449 


Wisconsin Power and Light Co. (applicant), a corporation organized and exist- 
ing under the laws of the State of Wisconsin, having its principal business office at 
Madison, Wis., on August 8, 1952, filed its application for an order, pursuant to 
section 203 of the Federal Power Act (act), authorizing applicant to purchase all 
of the electric operating facilities of Nekoosa Edwards Light and Power Co. 
(Nekoosa Power) and to merge or consolidate its facilities with those proposed to 
be so acquired. 

The properties proposed to be acquired by applicant in accordance with an 
agreement of sale by and between Nekoosa Power and applicant under date of 
June 19, 1952, for a consideration of $300,000 subject to closing adjustments, con- 
sist of all property comprising any part of the public utility plant of Nekoosa 
Power used and useful in furnishing electric utility service to the public in the 
communities of Nekoosa and Port Edwards and adjacent suburban and rural areas 
located in Wood County, Wis. In addition to acquiring the properties and 
facilities, applicant is to assume all franchises, permits, contracts, leases, ease- 
ments and rights of way under which any and all of said property is held or 
operated and all contracts for the sale or purchase of electric energy as well as 
material and supplies on hand. 

Applicant states that the base price to be paid for the facilities was arrived at by 
arm’s-length negotiation. There appears to be an acquisition adjustment ap- 
proximating $54,500 in excess of purchase price over original cost of the property 
to be acquired. 

The property to be acquired is contiguous to that of applicant and the facilities 
of applicant and those to be acquired are presently not interconnected. It is 
proposed that the requirements of Nekoosa Power continue to be supplied by 
Nekoosa-Edwards Paper Co. (Paper Co.) until such time as applicant has con- 
structed and in operation suitable transmission facilities and appurtenances 
to deliver not less than 10,000 kilowatts into the facilities to be acquired. 

Upon consumation of the transaction under consideration applicant proposes 
to substitute its standard rates for electric service for the presently effective 
rates in the subject area. It appears that if applicant’s rates had been substituted 
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for those of Nekoosa Power based upon the service during 1951 the consumers 
would have paid $689 less. 

By order entered October 17, 1952, the Public Service Commission of Wisconsin 
authorized and approved the transaction referred to above. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin and to the Governor of that State. Notice was also pub- 
lished in the Federal Register, August 16, 1952 (17 F. R. 7519), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before September 1, 1952. 
No protest or petition or request to be heard in opposition to the granting of 
the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
203 of the act subject to the jurisdiction of the Commission as heretofore described 
and set forth in the Commission’s order entered June 20, 1950, Wisconsin 
Power and Light Co., docket No. E-6282, 9 F. P. C. 859. 

(2) By the proposed acquisition of facilities applicant will merge or consolidate 
its facilities subject to the jurisdiction of this Commission with those of Nekoosa 
Power, another person within the meaning of that section as used in section 203 
of the act, and such merger or consolidation is subject to the requirements of 
said section 203. 

(3) By the proposed merger or consolidation of facilities applicant will operate 
the acquired property as an integral part of its electric utility plant so as to 
furnish adequate, dependable and economical electric service to the public in 
the area concerned and will be consistent with the public interest. 

(4) The acquisition adjustment of approximately $54,500 should be disposed 
of by applicant as hereinafter ordered. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation by applicant of 
the facilities of Nekoosa Power be and the same hereby is authorized and 
approved upon the terms and conditions set forth in the application subject 
to the provisions of this order. 

(B) This authorization is subject to the condition that the applicant submit 
a plan for the disposition of the excess of purchase price over original cost of 
the property acquired satisfactory to the Commission and effectuate such method 
within the time specified therefor in the Commission’s Uniform System of 
Accounts. 

(C) This authorization shall expire unless acted upon within 60 days from 
the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost of any valuation of property 
claimed or asserted. 


Adopted: November 10,1952. Issued: November 13, 1952. 


Determination of emergency and granting exemption for the use of 
interconnections 


Ohio Valley Electric Corp., Indiana-Kentucky Electric Corp., Atomic Energy 
Commission, Columbus & Southern Ohio Electric Co., The Dayton Power & 
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Light Co., Southern Indiana Gas & Electric Co., The Toledo Edison Co., Ap- 
palachian Electric Power Co., The Cincinnati Gas & Electric Co., Indiana & 
Michigan Electric Co., Kentucky Utilities Co., Louisville Gas & Electric Co., 
Monongahela Power Co., Ohio Edison Co., The Ohio Power Co., Pennsylvania 
Power Co., The Potomac Edison Co., and West Penn Power Co. 


Docket No. 





E-6461 


On October 31, 1952, an application was filed by Ohio Valley Electric Corp. 
(Ohio Valley), Indiana-Kentucky Electric Corp. (Indiana-Kentucky), Columbus 
and Southern Ohio Electric Co. (Columbus Co.), The Dayton Power and Light 
Co. (Dayton Co.), Southern Indiana Gas and Electric Co. (Southern Indiana), 
The Toledo Edison Co. (Toledo Co.), Appalachian Electric Power Co., the 
Cincinnati Gas & Electric Co., Indiana & Michigan Electric Co., Kentucky 
Utilities Co., Louisville Gas & Electric Co., Monongahela Power Co., Ohio Edison 
Co., The Ohio Power Co., Pennsylvania Power Co., The Potomac Edison Co. 
and West Penn Power Co. for a determination under section 202 (d) of the 
Federal Power Act (act) of an emergency situation with respect to the needs 
of the Atomic Energy Commission (AEC) for electric capacity and energy at 
its plant to be constructed near Portsmouth, Ohio, designated as the Portsmouth 
project and that the status of Columbus Co., Dayton Co., Southern Indiana and 
Toledo Co. under the act shall not be affected by the use of certain intercon- 
nections for the purpose of alleviating the emergency during the period of con- 
struction of the Portsmouth project and of the facilities to be created by Ohio 
Valley for the purpose of supplying all such power requirements. Under date of 
November 5, 1952, the Atomic Energy Commission supplemented the foregoing 
application indicating that the need for large quantities of power arises directly 
out of its production schedues and requirements in the interest of national 
defense. The Portsmouth project it has been estimated will require 1800 
megawatts at the time it attains full scale operation. There are no existing 
sources of electric power in such quantity. 

To meet the power requirements of the Portsmouth project the companies, 
excluding Ohio Valley and Indiana-Kentucky, enumerated in the caption, some- 
times referred to as the sponsoring companies, have organized Ohio Valley 
and its subsidiary, Indiana-Kentucky for the purpose of constructing and operat- 
ing two electric generating stations having an aggregate expected capability 
of 2,200 megawatts. The program of construction contemplates that the re- 
quired generating and transmission facilities will not be ready for full scale 
operation until June 1, 1956. In order to facilitate the construction of the Ports- 
mouth project and required generating and transmission facilities of Ohio 
Valley the latter being formally obligated to supply all of the power requirements 
of the former for any purpose, Ohio Valley is under the necessity of procuring 
the necessary power from other sources until its facilities are in position to 
adequately carry its contracted load. The sponsoring companies have entered 
into an agreement with Ohio Valley for the purpose of furnishing the required 
power so that Ohio Valley may adequately discharge its obligation to the Ports- 
mouth project. The power to be thus made available by the sponsoring com- 
panies until such time as Ohio Valley is in position to carry adequately its con- 
tract load is designated as interim power and limited to a maximum of 465 
megawatts. Each of the sponsoring companies contracting with Ohio Valley 
to supply the 465 megawatts has agreed, subject to certain conditions, to supply 
from power available on its system a portion of the power required to enable 
Ohio Valley to fulfill its power obligation to AEC. To supply the interim power 
in the amount of 465 megawatts will require the combined efforts of all of the 
companies contracting with Ohio Valley. 
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Participation in the arrangement for the supply of interim power may in- 
volve the transmission and sale at wholesale of electric energy in interstate 
commence within the meaning of section 201 of the act. 

The respective interconnections of Columbus Co., Dayton Co., Southern Indiana 
and Toledo Co. which will be utilized for the purposes of supplying the interim 
power are located as follows: 

(a) Between Columbus and Southern Ohio Electric Co. and The Ohio Power 
Co., at West Lancaster Station of The Ohio Power Co., located in or near 
Lancaster, Ohio. 

(b) An interconnection to be established between Columbus and Southern 
Ohio Electric Co. and AEC at the Portsmouth project. 

(c) Between The Dayton Power and Light Co. and the Cincinnati Gas & 
Electric Co., at Carlisle substation, near Franklin, Ohio. 

(d) Between the Dayton Power and Light Co. and Ohio Edison Co. at a 
point on the Clark County-Greene County, Ohio line. 

(e) Between the Toledo Edison Co. and Ohio Edison Co. at Wendt’s Siding, 
Paris Township, Ottawa County, Ohio. 

(f) Between the Toledo Edison Co. and the Ohio Power Co., at Pember- 
ville, Wood County, Ohio. 

(g) Southern Indiana Gas and Electric Co. is indirectly connected with one or 
more of the applicants through an existing 69 kilovolt emergency intercon- 
nection, located near Oakland City, Ind., with Public Service Co. of Indiana, Inc. 

The interest of national defense requires that the Portsmouth project of 
AEC be supplied with power during the period of construction of the facilities 
of Ohio Valley and the combined resources of all of the presently operating 
companies enumerated above are necessary to supply the interim power as here- 
inabove set forth. 

The Commission finds and determines: 

(1) An emergency will exist within the meaning of section 202 (d) of the 
Federal Power Act by reason of unprecedented demand for electric energy by 
AEC for the construction and operation of its Portsmouth project including 
the requirements of Ohio Valley during the interim period when Ohio Valley and 
Indiana-Kentucky are constructing the necessary generating and transmission 
facilities to carry the entire load of AEC at its Portsmouth project. 

(2) The interconnections enumerated above with the exception of that to be 
established between Columbus Co. and AEC at the Portsmouth project are all 
in place and presently in operation. 

(3) The maintenance and use of the interconnections referred to above, for 
the purposes hereinafter authorized, may involve the transmission and sale at 
wholesale of electric energy in interstate commerce within the meaning of 
section 201 of the act. 

(4) The maintenance and use of the interconnections referred to above for 
the purpose of making available to Ohio Valley 465 megawatts of interim power 
until June 1, 1956 to alleviate the emergency with respect to the Portsmouth 
project, or the earlier termination of the emergency referred to, as hereinafter 
approved, will help serve the emergency needs of AEC and Ohio Valley and be 
desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The use and maintenance of the interconnections described above for the 
emergency referred to in finding (1) hereinabove is approved to June 1, 1956, 
for the purpose of service to Ohio Valley and for the Portsmouth project, or the 
earlier termination of the emergency referred to hereinabove. 
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(B) The use and maintenance of the interconnections for the purpose herein 
authorized shall not affect the status of Columbus Co., Dayton Co., Southern 
Indiana and Toledo Co., hereinbefore referred to, under the Federal Power Act. 

(C) The companies referred to in (B) above, shall each on or before the 15th 
of each month report to the Commission the amounts of electric energy trans- 
ferred over the interconnections, referred to above, for the purposes herein 
authorized, as well as such other information as the Commission may from time 
to time require. 

(D) The authorization herein granted shall not be deemed to supersede those 
and the exemptions heretofore granted by orders entered by the Commission 
with respect to alleviation of the emergency on the system of the Tennessee 
Valley Authority in its service to the Oak Ridge, Paducah and Wabash plants of 
AEC in dockets Nos. E-6364, E-6369 and E-6427. 

Adopted: November 10,1952. Issued: November 13, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-20388 


On September 2, 1952, Cities Service Gas Co. (Cities Service), a Delaware 
corporation having its principal place of business at Oklahoma City, Okla., filed 
an application and a supplement thereto on October 13, 1952 for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing the construction and operation of: 

1. Three 1,600 horsepower compressor units at applicant’s existing Greensburg 
compressor station located in section 23, Township 27 South, Range 18 West, 
Kiowa County, Kans. 

2. Six 1,100 horsepower compressor units at a compressor station in section 
8, Township 22 South, Range 1 West, Harvey County, Kans., to be known as 
applicant’s Hesston compressor station. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 6, 1952, respecting the matters involved and the issues presented 
by the application and supplement. No protests to the application have been 
received. 

The addition of three 1,600 horsepower units and the construction and opera- 
tion of the six 1,100 horsepower compressor units at the proposed Hesston com- 
pressor station are required to increase the capacity of applicant’s 26-inch line 
from Kansas-Hugoton gas field to Kansas City, Mo., by an additional 56,000 M. c. f. 
per day. Applicant states the increased supply of gas is needed to meet addi- 
tional peak-day requirements. 

The estimated over-all capital cost of the proposed facilities is $2,781,000 to 
be defrayed from funds available under an existing credit agreement negotiated 
in April 1952. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of busi- 
ness in Oklahoma City, Okla., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Oklahoma, 
Texas, Kansas, Missouri, and Nebraska, and by such operations applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural gas company” within the meaning of 
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the Natural Gas Act, as heretofore found by the Commission in its order entered 
on December 28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.82 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Cities Service Gas Co. authorizing it to construct and oper- 
ate the facilities described in descriptive sub-paragraphs above, upon the terms 
and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may 
be deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced by March 1, 
1953 and be completed and actual operations thereunder shall be commenced 
by applicant by September 15, 1953. 

(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) Within 3 months after date of issuance of the order granting the certifi- 
cate, a progress report showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimates of cost 
relied ‘upon by applicant in the proceeding in which the certificate is issued. 





APPENDIX—ORDERS 1439 


(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issu- 
ing such certificate and in accordance with the provisions of the Natural Gas Act. 
as well as any applicable rules, regulations, or orders of the Commission. 


Adopted: November 10, 1952. Issued: November 13, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserves Nos. 253 and 116 
Docket No. DA-328-Colorado—Leonard Horn 


An application was filed by Leonard Horn of Wolcott, Colo., for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
with respect to the following described lands: Sixth principal meridian, Colo- 
rado: T. 48., R. 83 W., sec. 17, lots 1, 3 and 4; see. 18, lots 7 and 9. 

The subject lands are withdrawn in power site reserve No. 253, approved 
March 23, 1912, and in power site reserve No. 116, created February 18, 1910. 

The lands lie within or are affected by the proposed Red Canyon dam and 
reservoir, for they are located along or close to the Eagle River (a tributary 
of the Colorado River). However, construction of the project appears to be 
remote because of the costs of relocating the highways and the Denver and Rio 
Grande Western Railroad, which are in the reservoir area. 

Pending future development, the use of the lands for other purposes will not 
injure or destroy their value for power purposes. 

Interested federal officials have reported upon the application and state of- 
ficials have interposed no objection to the application. 

The Commission determines: 

The value of the above described lands will not be injured or destroyed for 
purposes of power development by entry under the public land laws, subject to 
the provisions of section 24 of the Federal Power Act, as amended. 

The above-described lands will remain in the status of withdrawal insofar as 
the application for entry is concerned, until the Bureau of Land Management, 
Department of the Interior, issues a formal order of restoration, and no preference 
right to the lands is acquired by the filing of the application for restoration or by 
virtue of this action taken by the Commission. 


Adopted: November 10, 1952. Issued: November 14, 1952. 


Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 26 
Docket No. DA-408--Oregon—F red P. Rawson 


An application was filed by Fred P. Rawson of Madras, Oreg., for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
with respect to the following described land: Willamette Meridian, Oregon: 
T.14S., R. 12 E., Sec. 26, SWY4NE. 

The subject land is withdrawn in power site reserve No, 26 created June 30, 
1909, and confirmed by Executive order of July 2, 1910, 





1440 FEDERAL POWER COMMISSION 


The land lies in the vicinity of the Deschutes River, but most of the flow of 
the stream upstream from the land has been appropriated for irrigation. The 
possibility of power development is very remote and use of the land for the pur- 
poses proposed will not injure or destroy its power value. 

Interested Federal officials have reported on the application and state officials 
have interposed no objection to the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by restoration to entry under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as amended. 

The above-described lands will remain in the status of withdrawal insofar as 
the application for entry is concerned, until the Bureau of Land Management, De- 
partment of the Interior, issues a formal order of restoration, and no preference 
right to the lands is acquired by the filing of the application for restoration or by 
virtue of this action taken by the Commission. 


Adopted: November 10, 1952. Issued: November 14, 1952. 


Order setting aside order denying intervention, and permitting intervention 
Northeastern Gas Transmission Co. 
Docket No. G—1568 


On March 1, 1951, the Commission issued an order denying the petitions seek- 
ing leave to intervene in the above-docketed proceedings filed on the dates herein- 
after indicated by the following petitioners : 


Petitioner Date filed 
Lowell Gas Co____--~_-- pes ‘ _... January 9, 1951 
The Greenwich Gas Co__. re _ January 10, 1951 
Lynn Gas and Electric Co_____-_ Seas _... January 10, 1951 
Concord Gas Co : ; oe January 11, 1951 
Manchester Gas Co__-~-_--_---_- : i January 11, 1951 
Fall River Gas Works Co__________- _ January 11, 1951 
Blackstone Valley Gas and Electric Co a January 11, 1951 
PU VORMt Sa0O Renee OO. ae _ January 11, 1951 
Bridgeport Gas Light Co ; = .__ January 11, 1951 
Pittsfield Coal Gas Co January 11, 1951 
The New Britain Gas Light Co____- : January 15, 1951 
Arlington Gas Light Company, et al_______- siinestpi January 15, 1951 
City of Holyoke Gas & Electric Department__.______ January 18, 1951 


The above petitions to intervene were each filed within the time for filing such 
petitions as provided in the published notice of application (16 F. R. 136). 

The aforesaid order denying said petitioners’ petitions to intervene was 
premised upon the fact that on “January 10, 1951 this Commission issued an 
order dismissing the application in this proceeding except in so far as it relates 
to service to Gardner Gas Fuel & Light Co., Greenfield Gas Light Co. and Maine 
and New Hampshire markets.” 

Upon judicial review, said order of January 10, 1951, among others, was set 
aside by order of the Court of Appeals for the Third Circuit, Northeastern Gas 
Transmission Co., et al. v. Federal Power Commission, 195 F. 2d 872 (CA 3, 1952). 

On October 31, 1952, the Commission issued an order reopening the above- 
docketed proceeding among others, consolidating it with several related matters, 























APPENDIX—ORDERS 1441 





and fixing November 24, 1952 as the date for a public hearing to commence. On 
November 10, 1952, the Secretary of the Commission issued a notice of con- 
tinuance of hearing, postponing the hearing in the above-docketed matter to 
November 25, 1952. 

On December 28, 1950, the following petitioners filed petitions to intervene in 

the above-docketed proceedings : 
Railway Labor Executives Association. 
Fuels Research Council, Inc. 
National Coal Association and United Mine Workers of America. 
Anthracite Institute. 

The Commission finds: 

(1) In accordance with the mandates, and consistent with the opinion of the 
United States Court of Appeals for the Third Circuit, aforementioned, the order 
issued on March 1, 1951, at docket No. G—1568, aforementioned, should be set 
aside and for nothing holden. 

(2) The participation of the above-named petitioners may be in the public 
interest. 

The Commission orders: 

(A) The order issued March 1, 1951, at docket No. G-1568, denying certain 
petitions to intervene, be and the same is hereby set aside and for nothing holden. 

(B) The above-named petitioners be and the same hereby are permitted to 
become interveners in this proceeding, subject to the rules and regulations of the 
Commission: Provided, however, That the participation of said interveners shall 
be limited to matters properly in the above-docketed proceeding affecting as- 
serted rights and interests specifically set forth in the petitions to intervene: and 
Provided, further, That the admission of said interveners shall not be construed 
as recognition by the Commission that said interveners or any of them might 
be aggrieved because of any order or orders of the Commission entered in the 
above-docketed proceeding. 


Adopted: November 12,1952. Issued: November 12, 1952. 








Order approving and directing disposition of amounts classified in account 100.5, 
gas plant acquisition adjustments, and account 107, gas plant adjustments 


Arkansas-Oklahoma Gas Co. 


Arkansas-Oklahoma Gas Co., formerly Southern United Gas Co., Fort Smith, 
Ark., on January 1, 1945, filed reclassification and original cost studies of its gas 
plant, as of August 31, 1943, in compliance with the requirements of gas plant 
accounts instruction 2-D of the Uniform System of Accounts prescribed for 
natural gas companies and the Commission’s order No. 73 in relation thereto, 
and in addition filed certain revised original cost statements on June 11, 1945. 

As of August 31, 1943, Southern United Gas Co., formerly a holding company, 
became an operating company by its merger with six operating subsidiary 
companies. 

A field examination of the revised original cost studies as filed was made by 
the staff of the Commission and the examination of the plant accounts was 
extended to include the period from the date of the filed studies, August 31, 1943, 
to December 31, 1950. At the conclusion of such field examination there were 
conferences between representatives of the company and members of the staff and 
tentative agreement reached, subject to Commission approval, with respect to the 
matter of the adjustments of gas plant account as proposed by the staff. In 
accordance therewith the company on July 31, 1952, filed revised original cost 
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statements as of August 31, 1943, and December 31, 1950, which reflect the adjust- 
ment of gas plant account as proposed by the staff and a plan for the disposition 
of the amounts classified in account 100.5, Gas plant acquisition adjustments, 
and account 107, Gas plant adjustments. 

An amount of $1,143,321.90 was classified in account 100.5 as of August 31, 
1943, representing the excess of the acquisition cost over the original cost of 
certain gas properties acquired in the merger as of that date. During the period 
from August 31, 1943, to December 31, 1950, the adjustments classified in account 
100.5 were reduced $24,581.44 as a result of dispositions during the intervening 
period. During May 1951, the Company charged off the sum of $720,746.60 to 
account 258.1, Reserve for amortization of amount paid for subsidiaries in excess 
of ledger value of tangibles acquired through liquidation. The reserve referred 
to above was created by charges to surplus and income accounts during the period 
from June 22, 1936, to May 31, 1951. The Company proposes to dispose of the 
balance of $397,993.86 remaining in account 100.5 by charge to account 252, Re- 
serve for amortization of gas plant acquisition adjustments. 

An amount of $182,136.35 was classified in account 107, Gas plant adjustments, 
as of August 31, 1943, representing such items as appreciation, excess leasehold 
and well costs, franchise costs, and profit element in fees paid to affiliates. Dur- 
ing the period from August 31, 1943, to December 31, 1950, the adjustments 
classified in account 107 were reduced by $30,213.65 in connection with disposi- 
tions during the intervening period. The Company proposes to dispose of the 
balance of $151,922.70 remaining in account 107 as of December 31, 1950, by 
charges as follows: 


Account 250.1, Reserve for depreciation of gas plant $65, 336. 34 
Account 252, Reserve for amortization of gas plant acquisition 

adjustments 715, 647. 56 

80 


Account 271, Earned surplus 70, 938. 


151, 922. 70 


1 Represents remaining balance after disposition of amounts classified in account 100.5. 


By letters dated September 19 and October 2, 1952, the Oklahoma Corpora- 
tion Commission and Arkansas Public Service Commission, respectively, indi- 
cated they had no objections to the disposition of the amounts remaining in 
accounts 100.5 and 107 as set forth above. 

The Commission finds: 

The proposed disposition of the remaining balances of $397,993.86 and 
$151,922.70 classified in accounts 100.5 and 107, respectively, in the manner set 
forth above are reasonable and appropriate for the purposes of the Natural Gas 
Act. 

The Commission orders: 

(A) The proposed disposition of the remaining balance of $397,993.86 classified 
in account 100.5 by charge thereof to account 252, reserve for amortization of 
gas plant acquisition adjustments, and the remaining balance of $151,922.70 
classified in account 107 by charges of $65,336.34, $15,647.56 and $70,938.80 
thereof to account 250.1, Reserve for depreciation of gas plant, account 252, 
Reserve for amortization of gas plant acquisition adjustments, and account 271, 
Earned surplus, respectively, be and the same hereby are directed and approved. 

(B) Arkansas-Oklahoma Gas Co. shall submit, within 30 days from the date of 
this order, two certified copies of the accounting entries giving effect to the dis- 
position herein approved and directed. 


Adopted: November 13,1952. Issued: November 14, 1952. 
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Order authorizing transmission of electric energy to Canada 
Citizens Utilities Co. 


Docket No. E-6433 






Citizens Utilities Co. (applicant), a corporation organized and existing under 
the laws of the State of Delaware, authorized to do business in the States of 
Arizona, Colorado, Connecticut, Delaware, Idaho, Maine, Vermont, and Wash- 
ington, having its principal business office in Greenwich, Conn., on May 26, 1952, 
filed an application and amendment thereof on June 23, 1952, for authority to 
transmit electric energy from the United States to Canada pursuant to section 
202 (e) of the Federal Power Act (act). 

Applicant requests authorization to transmit electric energy to Canada in an 
amount not in excess of 5,000,000 kilowatt hours per annum at a rate not to 
exceed 3,000 kilowatts over facilities covered by the Presidential permit signed 
by the President of the United States on September 19, 1952 and accepted by 
applicant on October 29, 1952. 

The electric energy hereinafter authorized will be transmitted and sold under 
the terms and conditions of an agreement dated May 9, 1952, between applicant 
and Southern Canada Power Co., Ltd., a Canadian corporation with its principal 
office at Montreal, Quebec, Canada, filed as an exhibit to the application. 

Applicant will transmit the electric energy over facilities to be constructed by 
it extending from its Newport generating station, to the international boundary 
between the United States and Canada where interconnection is to be made with 
facilities of Southern Canada Power Co., Ltd., at a point proximate to Rock Island, 
Quebec, and Derby Line, Vt. The transmission of such energy will be over the 
facilities covered by the Presidential permit signed by the President of the United 
States and released by the Commission concurrently with this order. 

Notice of the filing of the application was published in the Federal Register 
on June 7, 1952 (17 F. R. 5202) and given to interested State officials, and no 
protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit from 
the United States to Canada shall be in an amount not in excess of 5,000,000 
kilowatt-hours per year at a rate not to exceed 3,000 kilowatts over the facilities 
specified in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States on September 19, 
1952, and referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 
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(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports annually 
on or before February 15 showing the amount of energy transmitted to and 
received from Southern Canada Power Co., Ltd. and the maximum rate of trans- 
mission for each month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect tempo- 
rarily for a reasonable time thereafter, in the event of the involuntary transfer of 
facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied by 
a statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(I) Concurrently with the service of this order, the Presidential permit, signed 
by the President of the United States on September 19, 1952, and described above, 


be released and a copy transmitted by the Secretary to applicant. 
Adopted: November 13, 1952. Issued: November 14, 1952. 


Order amending order issuing certificate of public convenience and necessity and 
providing for further hearing 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., Tennes- 
see Gas Co., Shippensburg Gas Co., and Consumers Gas Co. 


Docket Nos. G—1693, G—1473, G-1649, G-1727, G-1737 


On July 3, 1952, the Commission issued its order and accompanying opinion, 
11 F. P. C. 211, whereby it authorized and directed Texas Eastern, inter alia, to 
reserve certain specified quantities of gas for Permian Gas and Oil Co., Patoka 
Development Corp., Ohio Valley Gas Corp., and Tennessee Gas Co. Such reser- 
vation was subject to the provision, among others, that each such corporation 
should, by November 1, 1952, have filed an application for and have received a 
certificate of public convenience and necessity, authorizing it to construct and 
operate the necessary facilities to enable it to provide natural-gas service to the 
towns designated in the presiding examiner's decision in these proceedings. 

An application was filed by Ohio Valley Gas Corp. in docket No. G—1940 on 
April 16, 1952, for a certificate of public convenience and necessity to enable it to 
provide natural-gas service to the city of Connersville, Ind., the city designated 
in the presiding examiner’s decision to be served by Ohio Valley Gas Corp. 
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Pursuant to Commission requests, certain additional information in connection 
with said application was filed on October 16, 1952 by Ohio Valley Corp. as a 
supplement to its application. Said application was not disposed of by Novem- 
ber 1, 1952. 

On September 8, 1952, Permian Gas and Oil Co. filed an application for a 
certificate of public convenience and necessity, authorizing it to construct and 
operate facilities to enable it to provide natural-gas service to the towns desig- 
nated in the presiding examiner's decision. The company has been requested by 
the Commission to furnish certain additional information in connection with its 
application. Said application was not disposed of by November 1, 1952. 

On September 29, 1952, Tennessee Gas Co. filed a motion to modify the Commis- 
sion’s order of July 3, 1952, so that Tennessee Gas Pipe Line Co., an affiliate of 
Tennessee Gas Co., instead of Tennessee Gas Co., be authorized to construct and 
operate facilities to transport natural gas to the city of Murfreesboro, Tenn. 
Said motion states that, while Tennessee Gas Co. proposes to purchase gas from 
Texas Eastern Transmission Corp. and to provide natural-gas service to Murfrees- 
boro, it is proposed that its affiliate, Tennessee Gas Pipe Line Co., transport such 
gas. An application in docket No. G—2046 for a certificate of public convenience 
and necessity to transport such gas was filed by Tennessee Gas Pipe Line Co. on 
September 10, 1952. Said application in docket No. G-2046 was not disposed 
of by November 1, 1952. 

On September 29, 1952, Patoka Development Corp. and the cit:es of Jasper 
and Huntingburg, Ind., filed a petition for modification and amendment of the 
order of July 3, 1952, to enable Texas Eastern Transmission Corp. to sell and 
deliver gas to the cities of Jasper and Huntingburg, instead of to Patoka 
Development Corp. for distribution by it to such cities. Patoka Development 
Corp. did not receive a certificate of public convenience and necessity prior to 
November 1, 1952. 

In connection with said motion filed by Tennessee Gas Co. on September 29, 
1952, and said petition filed by Patoka Development Corp. and the cities of Jasper 
and Huntingburg, on September 29, 1952, Texas Eastern Transmission Corp. 
filed on October 14, 1952, a petition in which it adopted by reference and joined 
in said motion and said petition filed on September 29, 1952. 

The Commission finds: 

(1) Good cause exists for amending the order issued July 3, 1952, so that 
paragraph (B) (3) thereof shall provide (a) that the reservation of gas for 
Ohio Valley Gas Corp. and Permian Gas and Oil Co. shall be contingent upon 
issuance to each of a certificate of public convenience and necessity on or before 
January 5, 1953, authorizing each respectively to construct and operate facilities 
to enable it to provide natural-gas service to the respective towns designated 
in the presiding examiner’s decision in these proceedings; and (0) that the 
reservation of gas for Tennessee Gas Co. for provision of natural-gas service 
to the city of Murfreesboro, 'Tenn., shall be contingent upon issuance to Tennessee 
Gas Pipe Line Co. of a certificate of public convenience and necessity on or before 
January 5, 1953, authorizing it to construct and operate facilities to transport 
such gas. 

(2) Good cause has not been shown for granting the petition filed September 
29, 1952 by Patoka Development Corp. and the cities of Jasper and Huntingburg 
to amend the order issued July 3, 1952 in the manner requested in said petition. 

(3) It is appropriate and in the public interest that Texas Eastern be author- 
ized and directed to réserve a daily volume of 3,400 M. c. f. of gas for a period of 

90 days from the date of issuance of the order herein, pending determination 
of the matters referred to in finding (4) below. 
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(4) It is appropriate and in the public interest that the record in docket No. 
G-1693 be reopened and that a hearing be held as hereinafter ordered for the 
purpose of determining whether public convenience and necessity require the 
amendment of the order issued July 3, 1952, in the manner jointly requested by 
Patoka Development Corp., the cities of Jasper and Huntingburg, and Texas 
Eastern. 

The Commission orders: 

(A) Paragraph (B) (3) of the order accompanying the opinion in 11 F. P. C. 
211, issued July 3, 1952, be and it is hereby amended in the following respects: 

(i) The reservation of gas for Permian Gas and Oil Co. and Ohio Valley Gas 
Corp. be and it hereby is extended to January 5, 1953: Provided, however, That 
each such corporation shall, on or before January 5, 1953, have received a certifi- 
cate of public convenience and necessity authorizing it to construct and operate 
the necessary facilities to enable it to provide natural-gas service to the towns 
designated in the presiding examiner’s decision to these proceedings. 

(ii) The reservation of gas for Tennessee Gas Co. be and it is hereby extended 
to January 5, 1953: Provided, however, That Tennessee Gas Pipe Line Co. shall, 
on or before January 5, 1953, have received a certificate of public convenience 
and necessity to construct and operate the necessary facilities to enable it to 
transport gas from Texas Eastern’s pipe line to the city of Murfreesboro, Tenn. 

(iii) Texas Eastern be and it is hereby authorized and directed to continue 
to reserve for a period of 90 days from the date of issuance of the order herein, 
pending determination of the matters referred to in finding (4) hereof, a daily 
volume of natural gas not to exceed 3,400 M. c. f. 

(B) Upon its own motion, and pursuant to the authority contained in and 
subject to the jurisdiction conferred upon the Federal Power Commission by 
sections 7 and 15 of the Natural Gas Act, and the Commission's rules of practice 
and procedure, a public hearing be held commencing on December 1, 1952, at 
10:00 a. m. E. 8. T. in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue NW., Washington, D. C., concerning the matters involved 
and the issues presented in connection with the matters set forth in finding (4) 
hereof. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37(f) (18 CFR 1.8 and 1.37(f)) of the Commission’s rules of practice and 
procedure. 


Adopted: November 14,1952. Issued: November 14, 1952. 


Order reopening record and amending order conditionally issuing certificate of 
public convenience and necessity 


St. Charles Gas Corp. 
Docket No. G—1739 


On September 2, 1952, the Commission issued its findings and order issuing cer- 
tificates of public convenience and necessity, directing interconnection of natural 
gas transmission facilities and sale of natural gas, and permitting and approv- 
ing abandonment of natural gas facilities and service, In the Matters of Mis- 
sissippi River Fuel Corporation, docket Nos. G-1281, G—1454, G-1490, G—1505, 
G-1510, G-1524, G-1653, G-1755, and G—1932, St. Charles Gas Corp., docket No. 
G-1739, Arkansas Louisiana Gas Company, docket No. G-1797, and Interstate 
Natural Gas Company, Inc. and Hope Producing Company, docket No. G-1822 
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(hereinafter sometimes referred to as “the order issued September 2, 1952, in 
docket No. G—1281, et al.”’). 

The aforesaid order in these proceedings which had been consolidated for 
purpose of hearing provided in part as follows: 

(F) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing St. Charles Gas Corp. (Gas. Corp.) to acquire, 
construct, and operate the facilities hereinbefore referred to, which are 
more fully described in the supplemented application and record in docket 
No. G-1739, for the transportation of natural gas as therein set forth, sub- 
ject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(G) As a condition attached to the issuance of the certificate herein, Gas 
Corp. shall: 

(1) Conduct appropriate proper tests of the existing pipeline facilities 
which it proposes to acquire from Shell Pipe Line Corp. and shall, within 30 
days next following the date of the issuance of this order, submit to the 
Commission, in writing and under oath, a full report with respect to the 
character, nature, and results of such tests, together with estimates of 
construction costs, rate base, and cost of service based on the additional 
data if any changes in such items result from the tests; and, 

(2) Submit to the Commission its amended plan for financing the project 
in docket No. G-—1739, including a showing of a firm commitment from 
Northwestern Mutual Life Insurance Company for the purchase of appli- 
cant’s first mortgage bonds in the principal amount of $430,000. 

(H) The Commission reserves the right to reopen the record for recon- 
sideration of the record, its findings, and order herein, upon receipt of the 


information and submittals required by the next preceding paragraph of 
this order. 


On September 29, 1952, upon request of Gas Corp., the time for filing the re- 
port and data required by the above-quoted paragraph (G) of the Commission's 
order was extended to October 27, 1952. On that date Gas Corp. filed herein a 
letter, dated October 25, 1952, transmitting e¢opies of two engineering reports 
which set forth the character, nature, and results of tests made of the old oil 
pipeline which is to be acquired by Gas Corp. from Shell Pipe Line Corp., as to 
the suitability of such line for the transportation of natural gas, and transmitting 
copies of an amendment executed by Gas Corp. and the Northwestern Mutual 
Life Insurance Co. under date of October 14, 1952, to the bond purchase agree- 
ment dated June 29, 1951. A supplemental engineering report concerning the 
pipe testing was filed on November 5, 1952. 

The engineering reports submitted disclose that the pipeline in question was 
subjected to hydrostatic tests at approximately 300 pounds per square inch gage 
by George S. Wells, Inc., consulting engineers, St. Louis, Mo., and that such 
tests and results were verified by Robert W. Hunt Co., engineers, Chicago, III. 
The results of these tests indicate that such pipeline is suitable for transpor- 
tation of natural gas at pressures of 125 pounds per square inch gage which, 
according to the record herein, is the maximum pressure required for the opera- 
tions proposed by Gas Corp. in this proceeding. 

The amendatory agreement entered into by Gas Corp. with Northwestern, 
under date of October 14, 1952, and filed herein on October 27, 1952, provides 
for the purchase by Northwestern from Gas Corp. of its proposed first mortgage 
sinking fund bonds, 444 percent series, due 1971, in the principal amount of 
$430,000. This amendatory agreement appears to represent a firm commitment 
on the part of Northwestern to purchase the bonds proposed to be issued by 
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Gas Corp. and appears to be consistent with the representations made by Gas 
Corp. in its briefs herein and referred to in the Commission’s findings and order 
issued September 2, 1952. The amended plan of financing as reflected by this 
amendatory bond purchase agreement and the financial data of record herein 
appears reasonable. 

The reports and other data filed by Gas Corp. on October 27, 1952, as supple- 
mented on November 5, 1952, have been served by Gas Corp. upon all the parties 
to the proceeding in docket No. G-1739. In the responses filed by such parties 
no objection has been interposed to the acceptance of such reports and data as 
satisfactorily complying with paragraph (G) of the Commission’s aforesaid order 
issued on September 2, 1952, in docket No. G—1281 et al. 

Upon consideration of the Commission’s aforesaid findings and order issued 
on September 2, 1952, the aforementioned reports and data filed by Gas Corp., 
and the entire record herein, the Commission finds: 

(1) It is reasonable and appropriate in carrying out the provisions of the 
Natural Gas Act that the record herein be reopened and the aforesaid reports 
and data filed by Gas Corp. on October 27, 1952, as supplemented on November 
5, 1952, be received in evidence as satisfactorily complying with paragraph (G) 
of the Commission’s aforesaid order issued September 2, 1952, in docket No. 
G-1281 et al., as hereinafter ordered. 

(2) It is reasonable and appropriate in carrying out the provisions of the 
Natural Gas Act, and the public convenience and necessity require, that the Com- 
mission’s aforesaid order issued September 2, 1952, in docket No. G—1281 et al., 
be amended as hereinafter ordered. 

The Commission orders: 

(A) The record herein be and it is hereby reopened for the limited purpose of 
receiving in evidence the aforesaid reports and other data filed by Gas Corp. 
on October 27, 1952, as supplemented on November 5, 1952, which hereby are re- 
ceived in evidence; such reports and data be and they hereby are accepted as 
satisfactorily complying with the requirements of paragraph (G) of the aforesaid 
order issued September 2, 1952, in docket No. G—1281 et al. 

(B) Paragraph (1) of the order issued September 2, 1952, in docket No. G-1281 
et al., be and the same is hereby amended to add thereto a new subparagraph to 
read as follows: 

(4) Not, unless otherwise ordered by the Commission for good cause shown, 
operate the natural gas transmission pipeline facilities covered by the certifi- 
cate herein at a pressure in excess of 125 pounds per square inch gage. 


Adopted: November 18, 1952. Issued: November 19, 1952. 


Order authorizing the exportation of natural gas from the United States into 
a forcign country 


Treasure State Pipe Line Co. 
Docket No. G—1982 


On June 27, 1952, Treasure State Pipe Line Co. (applicant), a Montana cor- 
poration having its principal place of business at Great Falls, Mont., filed 
an application for an order pursuant to section 3 of the Natural Gas Act, 
authorizing the exportation of natural gas from the United States into the 
Dominion of Canada for sale to the Coutts Gas Co., a Canadian corporation 
(Coutts Gas) for resale in the Town of Coutts, Province of Alberta, Dominion 
of Canada. 
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Due notice of the filing of the application for export authorization has been 
given, including publication in the Federal Register on July 12, 1952 (17 F. R. 
6288). No protest to the application or request to be heard has been received. 

The record in this proceeding shows that applicant is a wholly-owned sub- 
sidiary of the Hardrock Oil Co., and that it owns and operates a natural-gas 
pipeline lying wholly within the county of Toole, State of Mont., the northern 
boundary of which adjoins the southern boundary of the Dominion of Canada. 
Applicant’s pipeline extends from the Cut Bank gas field to Sweet Grass, Mont., 
and for a short distance runs along the international boundary. Applicant 
proposes to install a valve connection and meter at a point on its said pipeline 
at Sweet Grass on the international boundary where Coutts Gas proposes to 
make a connection for the purpose of receiving gas for transportation and de- 
livery into the town of Coutts. 

Applicant estimates that approximately 95 possible customer connections will 
be made in the town of Coutts, which has a population of 400, and that 3 years 
after the commencement of natural-gas service, the annual sales in the town 
of Coutts will aggregate from 25,000 to 30,000 M. c. f. of natural gas. Applicant 
contemplates eventual rendition of service to other communities in Canada 
through its proposed facilities, but states that such service is only a possibility 
at present and is not proposed in its present application. 

The natural gas which applicant proposes to export is to be obtained from 
gas wells owned and operated by its parent company, Hardrock Oil Co., under 
the terms of a contract dated February 21, 1952. Said wells are located in 
the Cut Bank gas field in Glacier and Toole Counties, in Montana. Applicant 
presently purchases a total annnual average of 381,000 M. c. f. of natural gas 
from Hardrock Oil Co., which it transports and resells in Toole County. 

The record shows that the total available gas supply of Hardrock Oil Co. 
is adequate to enable applicant to perform the service proposed without impair- 
ing its ability to render adequate service to its present customers. 

Applicant has entered into a contract, dated February 11, 1952, under the 
terms of which it has agreed to serve the full requirements of Coutts Gas so 
long as applicant can deliver gas thereunder. Said contract contains a provision 
that if the gas supply of applicant fails in whole or in part, or is required for 
markets in the United States, applicant is relieved of its obligations to such extent 
as may be necessary, consistent with such failure or diversion of its gas supply. 

On June 27, 1952, concurrently with the filing of the instant application, 
applicant filed an application in docket No. G—1983 for a Presidential permit 
pursuant to Executive order No. 8202, dated July 13, 1939, authorizing the con- 
struction, operation, maintenance, and connection at the border of the United 
States of facilities for the exportation of natural gas from the United States 
into the Dominion of Canada. 

On October 30, 1952, the President of the United States signed a Presidential 
permit granting the authorization requested by applicant in docket No. G—1983. 

On June 27, 1952, concurrently with the filing of the instant application, 
applicant filed an application in docket No. G—1984 for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of the facilities hereinbefore described 
for the purpose of selling and delivering natural gas to Coutts Gas for resale 
in the Dominion of Canada. 

Concurrently with the adoption of this order, the Commission is adopting 
an order issuing a certificate of public convenience and necessity for the con- 
struction and operation of said facilities by applicant as requested in its applica- 
tion in docket No. G-1984. 
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The Commission finds: 

(1) Applicant, Treasure State Pipe Line Co., a Montana corporation, having its 
principal place of business at Great Falls, Mont., is a “person” within the mean- 
ing of section 2(1) and section 3 of the Natural Gas Act. 

(2) The proposed exportation of natural gas by applicant will be consistent 
With the public interest and should be authorized as hereinafter ordered and 
conditioned. 


The Commission orders: 

Treasure State Pipe Line Co. be and it hereby is authorized to export natural 
gas from the United States into the Dominion of Canada in the manner, to the 
extent, upon the conditions, and at the point specified in its application filed in 
docket No. G—1982, subject to the following terms and conditions: 

(A) The operations hereby authorized shall be accomplished by applicant in 
exact accordance with the terms and conditions of the contract dated February 11, 
1952 between applicant and Coutts Gas Co.; and in the event the gas supply to 
applicant shall fail in whole or in part, or shall be required to meet applicant’s 
market in the United States, applicant shall reduce or terminate its delivery and 
sales of natural gas to Coutts Gas Co. to such extent as may be necessary to 
meet applicant’s market in the United States. 

(B) Applicant shall make, keep, and preserve full and complete records with 
respect to the natural gas herein authorized to be exported, and shall furnish to 
the Commission yearly reports showing, by months, the quantities of natural 
gas exported during the preceding calendar year, together with the volumes ex- 
ported on the peak day of such year. 

(C) The authorization hereby granted may be modified from time to time or 
terminated, after opportunity for hearing, upon further order of the Commission, 
but in no event shall such authorization extend beyond the date of termination 
of the Presidential permit granted to applicant in docket No. G-1983 on October 
30, 1952. 

(D) This authorization to export natural gas from the United States shall not 
be transferred in any manner whatsoever, but shall continue in effect for a reason- 
able time in the event of the involuntary transfer of facilities used thereunder by 
operation of law (including such transfers to receivers, trustees, or purchasers 
under foreclosure or judicial sale) pending the making of an application for 
permanent authorization and decision thereon, provided notice is promptly given 
in writing to the Commission accompanied by a statement that the physical facts 
relating to sufficiency of supply, rates, and the nature of use remain substan- 
tially the same as before the transfer and as stated in the initial application 
for such authorization. 

(E) This authorization shall be effective only so long as applicant continues 
the operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 


Adopted: November 18, 1952. Issued: November 19, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Treasure State Pipe Line Co. 
Docket No. G-1984 


On June 27, 1952, Treasure State Pipe Line Co. (applicant), a Montana corpo- 
ration having its principal place of business at Great Falls, Mont., filed an appli- 
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cation in docket No. G-1984, which was supplemented on October 2, 1952, for a 
certificate of public convenience and necessity pursuant to section 7 of the Nat- 
ural Gas Act, authorizing the construction and operation of a valve connection 
and meter at a point on its existing facilities along the international boundary 
between the United States and Canada for the exportation of natural gas from 
the United States into the Dominion of Canada. 

On June 27, 1952, concurrently with the filing of the application in docket 
No. G-1984, applicant filed an application in docket No. G—1982 for an order 
pursuant to section 3 of the Natural Gas Act authorizing the exportation of 
natural gas from the United States into the Dominion of Canada. 

On June 27, 1952, concurrently with the filing of the aforesaid applications, 
applicant filed an application in docket No. G-1983 for a Presidential permit 
pursuant to Executive order No. 8202, dated July 13, 1939, authorizing the con- 
struction, operation, maintenance, and connection at the borders of the United 
States of facilities for the exportation of natural gas from the United States 
into the Dominion of Canada. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 14, 1952, concerning the matters involved and the issues presented by 
the application in this proceeding, as supplemented. No protest to the applica- 
tion, as supplemented, has been received. 

Applicant proposes, by means of the valve connection and meter hereinbefore 
described, to sell and deliver natural gas produced in the Cut Bank Field of 
Montana to the Coutts Gas Co. (Coutts Gas), a Canadian corporation, for resale 
in the town of Coutts, Province of Alberta, Dominion of Canada. 

The record shows that applicant is a wholly-owned subsidiary of the Hardrock 
Oil Co., and that it owns and operates a natural-gas pipeline lying wholly within 
the county of Toole, State of Montana, the northern boundary of which adjoins 
the southern boundary of the Dominion of Canada. Applicant’s pipe line extends 
from the Cut Bank Field to Sweet Grass, Mont., and for a short distance runs 
along the international boundary. Applicant proposes to install the facilities 
hereinbefore described at a point on its said pipeline at Sweet Grass on the 
international boundary, where Coutts Gas proposes to make a connection for the 
purpose of receiving gas for transportation and delivery into the town of Coutts. 

Applicant estimates that approximately 95 possible customer connections will 
be made in the town of Coutts, which has a population of 400, and that 3 years 
after the commencement of natural-gas service, the annual sales in the town of 
Coutts will aggregate from 25,000 to 30,000 M. c. f. of natural gas. Applicant con- 
templates eventual rendition of service to other communities in Canada through 
its proposed facilities, but states that such service is only a possibility at present 
and is not proposed in its present application. 

The natural gas which applicant proposes to export is to be obtained from gas 
wells owned and operated by its parent company, Hardrock Oil Co., under the 
terms of a contract dated February 21, 1952. Said wells are located in the Cut 
Bank gas field in Glacier and Toole Counties, in Montana. Applicant presently 
purchases a total annual average of approximately 381,000 M. c. f. of natural gas 
from Hardrock Oil Company, which it transports and resells in Toole County. 

The record shows that the total gas supply of Hardrock Oil Co. available to 
applicant is adequate to enable applicant to perform the service proposed without 
impairing its ability to render adequate service to its present customers. 

Applicant has entered into a contract dated February 11, 1952, under the terms 
of which it has agreed to serve the full requirements of Coutts Gas so long as 
applicant can deliver gas thereunder. Said contract contains a provision that if 
the gas supply of applicant fails in whole or in part, or is required for markets 
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in the United States, applicant is relieved of its obligations to such extent as may 
be necessary, consistent with such failure or diversion of its gas supply. 

On October 30, 1952, the President of the United States signed a Presidential 
permit granting the authorization requested by applicant in docket No. G—1983. 

Concurrently with the adoption of this order, the Commission is adopting an 
order in docket No. G—1982, authorizing applicant to export natural gas from the 
United States into the Dominion of Canada as requested in said proceeding. 

The Commission finds: 

(1) Applicant, a Montana corporation having its principal place of business at 
Great Falls, Mont., owns and operates, among other facilities, natural-gas trans- 
mission pipeline facilities located in the State of Montana and extending from 
the Cut Bank Gas field to a point in or near the town of Sweet Grass, Mont., and 
upon the commencement of operations as herein proposed, applicant will be en- 
gaged in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and will be, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described, by applicant, are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same here- 
by is issued authorizing Treasure State Pipe Line Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented in docket No. G-—1984, for the transportation of natural 
gas in interstate commerce as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted in 
writing by applicant within 30 days from the date of the issuance of this order: 
Provided, however, That such acceptance may be filed within 30 days from the 
date of issuance of any order upon an application for rehearing of this order, 
if any, or within 30 days from the date on which any such application may be 
deemed to have been denied when the Commission has not acted thereon: and 
provided further, That such acceptance may be filed within 30 days after final 
disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 

(C) The following conditions be and the same hereby are attached to the ex- 
ercise of rights granted under the certificate issued to applicant in paragraph 
(A) hereof: 
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(1) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by applicant within 9 
months from the date of the issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after the bona fide beginning of construction of such facili- 
ties, notice of the date of such beginning; 

(ii) within 10 days after such facilities have been constructed and placed in 
operation, notice of the date of such placement; and 

(iii) within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, an itemized 
statement showing the actual cost of constructing said facilities, including cost 
of labor, materials, rights-of-way, if any, engineering, and all other items of 
cost. 

(3) The operations hereby authorized shall be accomplished by applicant in 
exact accordance with the terms and conditions of the contract dated February 
11, 1952, between applicant and Coutts Gas Co.; and in the event the gas supply 
to applicant shall fail in whole or in part, or shall be required to meet applicant’s 
market in the United States, applicant shall reduce or terminate its delivery 
and sales of natural gas to Coutts Gas Co. to such extent as may be necessary 
to meet applicant’s market in the United States. 

(4) Applicant shall make, keep, and preserve full and complete records with 
respect to the natural gas herein authorized to be exported, and shall furnish to 
the Commission yearly reports showing, by months, the quantities of natural 
gas exported during the preceding calendar year, together with the volume ex- 
ported on the peak day of such year. 

(5) The authorization hereby granted shall not extend beyond the date of 
termination of the Presidential permit granted to applicant in docket No. G-1983 
on October 30, 1952. 

(6) The certificate hereby issued to applicant is not transferable in any 
manner and shall be effective only so long as applicant continues the operations 
authorized by this order and in accordance with the provisions of the Natural 
Gas Act, as well as applicable rules, regulations, and orders of the Commission. 


Adopted: November 18, 1952. Issued: November 19, 1952. 


Order further amending license (major) 
The City of Seattle, Wash. 
Project No. 553 


Application was filed October 20, 1950 by the city of Seattle, Wash., licensee 
for major project No. 553, for further amendment of license for the project 
located on Skagit River, in Whatcom County, Wash. 

The application seeks to authorize a major program of maintenance and addi- 
tions at Diablo Dam to consist of: (a) paving spillways on north and south 
banks, and drilling and pressure grouting spillway areas; (b) constructing addi- 
tional spillway training walls and extending existing ones; (c) drilling and 
pressure grouting foundations and grouting contraction joints; (d) placing 
additional concrete on the left bank thrust block; and (e) installing concrete 
plug in tunnel outlet at bottom of dam and grouting same; all as shown on cer- 
tain revised project exhibit drawings, the approval of which is also sought. 


304039—57——_94 
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The Commission finds: 
(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The hereinafter described exhibit L drawings filed as part of the applica- 
tion conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project. 

The Commission orders: 

(A) The exhibit L drawings referred to in paragraph (2) above are approved 
as part of the license for the project. 

(B) The license for project No. 553 is hereby further amended, effective as of 
January 1, 1952, to authorize the program of maintenance and additions de- 
scribed in the second paragraph of this order, as shown on the exhibit L draw- 
ings hereinabove approved. 

(C) Article 2 of the license is further amended by adding to the list of exhibits 
under item 1, Diablo development, of paragraph C, the following exhibits: 

Sheet 21, Dwg. No. D-16043 (F. P. C. No. 553-132), entitled “Diablo Dam- 
concrete plug for temporary tunnel at elevation 885.0"; sheet 22, dwg. No. 
D-16078-1 (F. P. C. No. 553-133), entitled “Diablo Dam-spillway paving-north 
bank”; sheet 23, dwg. No. D-16078-2 (F. P. C. No. 553-134), entitled “Diablo 
Dam-spillway paving-south bank.” 

(D) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Adopted: November 18, 1952. Issued: November 21, 1952. 



























Determination under section 24 of the Federal Power Act 
Land Withdrawn in Power Site Reserve No. 193 
Docket No. DA-430-Idaho—Walter S. Sullivan 


An application was filed by Walter S. Sullivan, Grace, Idaho, for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
with respect to the following-described land: Boise meridian, Idaho: T. 9 S., R. 
41 E., sec. 31, SWYNE\M. 

The subject land is withdrawn in power site reserve No. 193 approved July 26, 
1911, and by filing of an application for a preliminary permit for project No. 20 
on November 15, 1920. 

The land is crossed by the Bear River and it includes the site of the dam and 
powerhouse of the proposed Lava Unit project, which project was, by amendment 
dated December 14, 1927, a part of project No. 20; but was eliminated later from 
the license by amendment dated February 27, 1934. 

Although tentative plans for the development of the Bear River are being con- 
sidered there appears to be no plans for construction of the Lava Unit project 
in the near future, and use of the land for other purposes in the meantime will not 
injure or destroy the power value. 

Interested federal officials have reported on the application and state officials 
have interposed no objection to the application. 































APPENDIX—ORDERS 1455 


The Commission determines: 


The value of the above-described lands will not be injured or destroyed for 
purposes of power development by restoration to entry under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended, and subject to the stipulation that if and when the land is required 
wholly or in part for purposes of power development, all structures, machinery, 
or improvements placed thereon which shall be found to interfere with such 
power development shall be removed or so relocated as may eliminate inter- 
ference, without expense to the United States, its permittees or licensees. 

The above-described lands will remain in the status of withdrawal insofar as 
the application for entry is concerned, until the Bureau of Land Management, 
Department of the Interior, issues a formal order of restoration, and no pref- 
erence right to the lands is acquired by the filing of the application for restoration 
or by virtue of this action taken by the Commission. 


Adopted: November 18, 1952. Issued: November 21, 1952. 


Determination for highway material site under section 24 of the 


Federal Power Act 
Lands Withdrawn in Power Site Classification No. 363 
Docket No. DA-42-New Mexico—New Mexico State Highway Commission 


An application was filed by the New Mexico State Highway Commission for a 
highway material site under the act of November 9, 1921 (42 Stat. 212-216), 
requiring a determination under section 24 of the Federal Power Act with re- 
spect to the following described land: New Mexico principal meridian, New Mex- 
ico: T.14N., R. 2E., sec. 12, lot 1 (NEYNE). 

The subject land is withdrawn in power site classification No. 363 approved 
July 24, 1944. It lies a quarter of a mile or more from the James River and along 
State Highway No. 44. 

Because of the low and irregular flow of the river and the location of the land 
with respect to the stream the power value of the land will not be injured or 
destroyed by the proposed use as a material site. 

Interested Federal officials have reported on the application. 

The Commission determines: 


The value of the affected lands above described will not be injured or destroyed 
for power development purposes by location thereon of a proposed materials 
site, subject to the provisions of section 24 of the Federal Power Act. 

Adopted: November 18,1952. Issued: November 21, 1952. 


Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket Nos. G—1824, G—1980 


On June 25, 1952, New York State Natural Gas Corp. (applicant) filed at 
docket No. G-1980 an application, and supplement thereto, on August 29, 1952, 


for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of: 
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(a) 20 miles of 16-inch pipeline (designated the “Driftwood line”) to extend 
from the southerly end of applicant’s line No. 280 near the Leidy compressor sta- 
tion, Leidy Township, Clinton County, Pa., in a southwesterly direction to a point 
in or near the Driftwood gas field in Gibson Township, Cameron County, Pa. 

(b) 75 miles of 20-inch pipeline (designated the “Driftwood-Valley gate 
line”) to extend from the southerly end of the Driftwood line to a point in Val- 
ley Township, Armstrong County, Pa., known as Valley Gate, at which point it 
will connect with applicant’s existing principal dual line transmission system. 

(c) 970 feet of 20-inch pipeline to connect the Sabinsville compressor station 
with existing transmission lines Nos. 2, 4, and 34. 

Contingent on receiving authorization for facilities described in subparagraph 
(b), applicant on August 29, 1952, filed a petition for modification of the Com- 
mission’s order issued February 27, 1952, in docket No. G—1824, for the purpose 
of deleting therefrom authorization to (i) construct and operate approximately 
17.1 miles of 16-inch loop pipeline paralleling an existing line (Line No. 2) 
between Colesburg and County Line Header in Potter County, Pa., and (ii) 
install and operate additional compressor capacity of 1,320 horsepower at the 
J.B. Tonkin compressor station. 

The Commission, on September 23, 1952, granted applicant temporary authori- 
zation to construct and operate: 20 miles of 16-inch pipeline (designated the 
“Driftwood line”) to extend from the southerly end of applicant’s Line No. 280 
near the Leidy compressor station, Leidy Township, Clinton County, Pa., in a 
southwesterly direction to a point in or near the Driftwood gas field in Gibson 
Township, Cameron County, Pa.; and 970 feet of 20-inch pipeline to connect the 
Sabinsville compressor station with transmission lines Nos. 2, 4, and 34. 

By amendment to its application at docket No. G—1980, applicant so altered its 
proposal that subparagraph (a) above, describing the facilities involved, would 
read: 18 miles of 16-inch pipeline (“Driftwood line”) extending from the 
southerly end of applicant’s line No. 280 near the Leidy compressor station in 
Leidy Township, Clinton County, Pa., in a southwesterly direction to a point in or 
near the Driftwood gas field in Gibson Township, Cameron County, Pa. 

Applicant also proposed to delete from the application filed at docket No. G- 
1980, that portion of proposed facilities relating to 75 miles of 20-inch pipeline, 
extending from the southerly end of the Driftwood line to a point in Valley 
Township, Armstrong County, Pa., without prejudice to its refiling at a later 
date an application for a certificate of public convenience and necessity with 
respect thereto. On October 14, 1952, applicant gave formal notice of withdrawal 
of this portion of the application for a certificate of public convenience and 
necessity at docket No. G-1980. Pursuant to the provisions of the Commission’s 
rules of practice and procedure (18 CFR 1.11(d)), applicant, on October 14, 
1952, gave notice of withdrawal of the petition filed August 29, 1952, at docket 
No. G-1824 for modification of the certificate order of the Commission, issued 
February 27, 1952. 

The Public Service Commission of the State of New York, on October 9, 1952, 
gave notice of intervention in docket Nos. G—1824 and G—1980, and in connection 
therewith stated upon the record that the intervention was in support of the 
application of New York State Natural. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 8, 1952, respecting the matters involved and the issues presented by the 
application and supplement thereto filed at docket No. G-1980. No protest to the 
application has been received. 

The facilities proposed, namely, 18 miles of 16-inch pipeline to connect the 
Driftwood gas field with the Leidy gas field, and the facilities to effect an inter- 
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connection of main transmission lines Nos. 2, 4, and 34 with the Sabinsville com- 
pressor station, will enable applicant to connect the Driftwood gas field, in 
Cameron County, Pa., a newly discovered natural-gas productive area approxi- 
mately 20 miles southwest of the existing Leidy gas field in Clinton County, Pa., 
with its existing natural gas transmission pipeline system, and convert its Sabins- 
ville compressor station from a gas storage operation to a transmission pipeline 
compressor facility during periods when not required for use in connection with 
gas storage operation, thereby enabling applicant to more adequately meet its 
market requirements in New York and Pennsylvania and to maintain and protect 
its position in the Driftwood gas field. 

The record shows that the estimated total overall capital cost of the proposed 
facilities will be $814,860.23. Applicant proposes to finance construction of the 
facilities from the sale of securities to its parent company, Consolidated Natural 
Gas Co. 

The Commission finds: 

(1) Applicant, a New York corporation having its principal place of business 
in New York, N. Y., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Pennsylvania and New York, 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of October 
27, 1942, in docket No. G-312, 3 F. P. C. 844. 

(2) It is appropriate and in the public interest (a) to permit applicant to 
withdraw its petition filed August 29, 1952, at docket No. G-1824, for modification 
of the certificate order of the Commission, issued February 27, 1952; and (b) to 
permit applicant to delete from its application, filed at docket No. G-1980, that 
portion of proposed facilities relating to 75 miles of 20-inch pipeline extending 
from the Driftwood line to Valley Township, Armstrong County, Pa., without 
prejudice to refiling at some future date. 

(3) The facilities described in the application, as amended, at docket No. G- 
1980, now proposed to be constructed and operated, will be used in the transpor- 
tation and sale of natural gas for resale in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The construction and operation of 18 miles of 16-inch pipeline to connect 
the Driftwood gas field with the Leidy gas field, and facilities to effect an 
interconnection of main transmission lines Nos. 2, 4, and 34 with the Sabinsville 
compressor station are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) All counsel, including staff counsel, having concurred in the waiver of 
the intermediate decision procedure, pursuant to section 1.30 (d) (5) of the 
Commission’s rules of practice and procedure, the Commission should forthwith 
render the final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to New York State Natural Gas Corp., authorizing it to construct 
and operate the facilities described in finding No. 5, above, upon the terms and 
conditions of this order. 
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(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant, in writing within 30 days of the date of 
issuance of this order: Provided, however, That such acceptance may be filed 
within 30 days from the date on which any application for rehearing filed herein 
may be deemed to have been denied, or within 30 days after final disposition of 
the judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be completed and actual opera- 
tions thereunder shall be commenced by applicant within 180 days from the date 
of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days from the bona fide beginning of construction, notice of date 
of such beginning; 

(ii) within 3 months after date of issuance of the order granting the certificate, 
a progress report showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; and 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual costs and estimates of cost 
relied upon by applicant in the proceeding in which the certificate is issued. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issuing 
such certificate and in accordance with the provisions of the Natural Gas Act, 
as well as any applicable rules, regulations, or orders of the Commission. 

(D) Applicant be and is hereby granted permission to withdraw the petition 
filed August 29, 1952, at docket No. G—1824 for modification of the certificate 
issued February 27, 1952, without prejudice. 

(E) Applicant be and is hereby granted permission to delete that part of the 
application filed at docket No. G—-1980 insofar as it relates to 75 miles of 20-inch 
pipeline proposed to be constructed between the terminus of an existing transmis- 
sion pipeline in the Driftwood gas field and applicant’s main transmission system 
in Valley Township, Armstrong County, Pa. 






















Adopted: November 19, 1952. Issued: November 21, 1952. 











Findings and order issuing certificate of public convenience and necessity 
Philadelphia Electric Co. 


Docket No. G—2069 





On September 12, 1952, Philadelphia Electric Co. (applicant), a Pennsylvania 
corporation having its principal place of business in Philadelphia, Pa., filed an 
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application and on October 8, 1952, a supplement thereto, for a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of certain natural-gas transmission 
pipeline facilities as hereinafter described. 

These facilities consist of a 44-inch pipeline approximately 8,860 feet in length, 
extending from a point of connection with Texas Eastern Transmission Corpora- 
tion’s existing 8-inch lateral pipeline to a point near the plant of G. and W. H. 
Corson, Inc., (Corson), together with approximately 35 feet of 414-inch service- 
supply pipeline and appurtenant facilities, all in Whitemarsh Township, Mont- 
gomery County, Pa. These facilities are to be used for the sale and delivery of 
natural gas on an interruptible basis to Corson for consumption at the company’s 
plant in Whitemarsh Township, Montgomery County, Pa. 

Applicant estimates that its annual sales to Corson will approximate 291,000 
M. c. f. of natural gas, and under its agreement, dated September 2, 1952, with 
Corson, it is obligated to deliver not more than a maximum of 1,455 M. c. f. per 
day. 

The source of applicant’s natural gas proposed to be supplied to Corson on an 
interruptible basis will be a part of the firm contract quantity under the service 
agreement dated September 23, 1949 between Texas Eastern Transmission Corp. 
(Texas Eastern) and applicant, on file with the Commission and designated as 
Texas Eastern’s F. P. C. gas tariff, original volume No. 1. Applicant estimates 
the cost of all facilities which are the subject matter of the application herein to 
be $58,243. Under the agreement between applicant and Corson dated Septem- 
ber 2, 1952, it is provided that Corson shall reimburse applicant for 50 percent of 
the actual cost of the facilities, excluding regulators, meters, and associated 
equipment estimated at $10,320. 

The estimated gross revenues resulting from the proposed deliveries by appli- 
cant to Corson are as follows: 

Annual sales, 291,000 M. c. f.; annual revenues, $98,940. 

Financing initially of the proposed facilities by applicant will be out of its 
general funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 17, 1952, respecting the matters involved and the issues presented 
by the application. 

The Commission finds: 

(1) Applicant owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system in Pennsylvania, and transports, by means of such pipe- 
line system, natural gas produced in Texas and Louisiana, and sells such natural 
gas for resale in interstate commerce for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order issued June 1, 1948, in docket No. G—1030, 7 F. P. C. 671. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities herein, for the 
transportation of natural gas on an interruptible basis by the applicant to Cor- 
son, in volumes up to and including 1,455 M, ¢c. f. per day are required by the 











1460 FEDERAL POWER COMMISSION 





public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 CFR 1.32 (b)) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Philadelphia Electric Co. authorizing the construction and 
operation of the facilities hereinbefore described, all as more fully described in 
the application as supplemented, in this proceeding, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued to Philadelphia Electric Co. in paragraph (A) 
hereof : 

(1) Said certificate shall be void and without force or effect unless it be ac- 
cepted in writing by Philadelphia Electric Co. within 30 days from the date 
of the issuance of this order: Provided, however, That such acceptance may be 
filed within 30 days from the date of issuance of any order upon an application 
for rehearing of this order, if any, or within 30 days from the date on which 
any such application may be deemed to have been denied when the Commission 
has not acted thereon: and provided, further, That such acceptance may be filed 
within 30 days after final disposition of the judicial review of proceedings initi- 
ated by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued to Philadelphia Electric 
Co. in paragraph (A) hereof: 

(1) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by Philadelphia Electric 
Co. within 90 days from the date of the issuance of this order. 

(2) Philadelphia Electric Co. shall file with the Commission, in writing and 
under oath, an original and four conformed copies of the following, as to the 
facilities which it is by this order authorized to construct and operate: 

(i) within 10 days after the bona fide beginning of construction of such facili- 
ties, notice of the date of such beginning; 

(ii) each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities; 

(iii) within 10 days after such facilities have been constructed and placed 
in operation, notice of the date of such placement ; and 

(iv) within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, a state- 
ment showing the actual cost of constructing said facilities, by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, dam- 
ages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing and 
explaining the cause of any difference between actual cost and estimates of 
cost relied upon by said applicant. 

(3) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as Philadelphia Electric Co. continues the operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, 
as well as applicable rules, regulations, and orders of the Commission. 
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(4) The facilities hereby authorized shall be used only for the transporta- 
tion and delivery of natural gas on an interruptible basis to the G. and W. H. 
Corson, Inc., but not in excess of 1,455 M. c. f. per day. 


Chairman Buchanan dissenting. 
Adopted: November 20, 1952. Issued: November 21, 1952. 


Order instituting investigation, denying requests for shortened procedure, con- 
solidating proceedings, fixing date of leasing, and specifying order of procedure 


Panhandle Eastern Pipe Line Co., Southeastern Michigan Gas Co., Citizens Gas 
Fuel Co., Citizens Gas Co., and Michigan Gas Utilities Co. 


Docket Nos. G-1767, G—2035, G-2040, G-2047, G-2048, G-2049, G-2050, G-2091 


On August 14, 1951, Panhandle Eastern Pipe Line Co. (Panhandle) filed an 
application at docket No. G—1767 for a disclaimer of jurisdiction, or, in the alter- 
native, a certificate of public convenience and necessity authorizing it to acquire 
and operate measuring facilities for the sale of gas to a glass plant of the 
Brockway Glass Co., Inc., (Brockway) near Lapel, Ind. 

The contract for service to Brockway, included in the application, provides 
for a volume obligation of 1,500 M. c. f. per day, of which the first 150 M. c. f. 
is to be sold on a firm basis and the remainder interruptible. The contract fur- 
ther provides: 


28. The volumes of gas being sold hereunder to buyer on a firm basis 
are contemplated to be an uninterruptible supply of gas; provided, how- 
ever, if there should occur at any point on the pipeline system of seller a 
shortage of gas, seller shall first, so far as practicable, curtail or interrupt 
deliveries of gas to customers purchasing gas from seller on an interruptible 
basis; thereafter, seller shall have the right to curtail and interrupt gas 
sold to buyer hereunder on a firm basis, to the extent reasonably necessary 
in the judgment of seller. 


The obligation of Panhandle to provide firm service to its resale customers has 
been the subject of a number of proceedings before the Commission, including 
those which recently culminated in the issuance of opinions 10 F. P. C. 328 
and 10 F. P. C. 361, issued on August 31, 1951 and October 15, 1951, respectively. 
It was there noted that Panhandle’s design capacity is 850,000 M. c. f. per day 
while its firm obligations ccensiderably exceeded that figure. Of its firm obliga- 
tions, only 3,000 M. c. f. was for direct sales of Panhandle, 2,000 M. c. f. being 
for the Bureau of Mines’ installation at Mexico, Mo., and 1,000 M. c. f. for farm 
tap customers. 

Although the above-quoted provision of the Brockway contract may seek to 
recognize the priority of Panhandle’s firm rate schedule obligations, it also ap- 
pears to be designed to create, in effect, a new interruptible service between the 
firm classifications of Panhandle’s tariff and the interruptible classification con- 
templated in Panhandle’s “I” rate schedules. Thus, in the event of curtailment, 
wholesale customers purchasing interruptible gas under the “I” schedules would 
seem to be subject to curtailment before direct customers purchasing what 
would appear to be interruptible gas under contracts containing conditions 
similar to the one quoted above. This would appear to constitute the making 
or granting of an undue preference or advantage to certain customers and the 
subjecting of other customers to undue prejudice or disadvantage, and to con- 
stitute the maintenance of unreasonable differences in rates, charges, service, 
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facilities and in other respects, either as between localities or as between classes 
of service. 

A temporary certificate of public convenience and necessity was issued at 
docket No. G-1767 on August 20, 1951, on condition that all service thereunder 
would be on an interruptible basis. 

During the proceedings in docket No. G-1612, et al., testimony was adduced 
indicating that Panhandle has commenced firm service, in whole or in part, 
to a number of its attached direct sale customers. Amended or new contracts 
covering service to these customers, filed with the Commission about that time 
under the provisions of part 155 of the Commission’s rules and regulations, 
all contain provisions similar to the above-quoted paragraph of the Brockway 
contract. 

In addition, it appears that service was commenced to the Mueller Brass Co. 
(Mueller) located in Port Huron, Mich. Gas service in Port Huron is rendered 
by the Southeastern Michigan Gas Co. (Southeastern). By Commission order 
issued December 1, 1950, Panhandle was authorized to sell and deliver natural 
gas to Southeastern at Clawson, Mich., and Southeastern was authorized to 
construct and operate pipeline facilities for the transportation of such gas to 
the Port Huron-Marysville area of Michigan. Panhandle, having no facilities 
which extend to Port Huron, entered into a transportation agreement with 
Southeastern for the delivery of gas to Mueller. No certificate authority for 
the sale to Mueller has been obtained by Panhandle, and Southeastern has 
neither obtained certificate authority to perform the transportation service for 
Panhandle nor filed a tariff, rate schedule, and service agreement covering the 
transportation service and charges therefor. 

On August 26, 1952, Panhandle filed an application at docket No. G—2085 for 
a disclaimer of jurisdiction, or, in the alternative, authority to sell and deliver 
natural gas to the food products processing plant of Mrs. Tucker’s Products 
Division of Anderson, Clayton & Co. located near Jacksonville, Ill. A portion 
of the gas proposed to be sold is stated to be on a firm basis. The contract cov- 
ering the sale, however, defines the firm classification in language similar to thar 
quoted above from the Brockway contract. 

On September 4, 1952, Panhandle filed an application at docket No. G—2040, 
for a disclaimer of jurisdiction, or, in the alternative, authority to sell and 
deliver natural gas to the aluminum plant of Bohn Aluminum and Brass Corp. 
(Bohn) located in Adrian, Mich. An amendment, filed September 11, 1952, 
eliminated the request for disclaimer of jurisdiction. Delivery is proposed to be 
made through the facilities of the Citizens Gas Fuel Co., the distribution com- 
pany in Adrian. The nature of service classification of the gas proposed to be 
sold to Bohn is not clear, the contract stating that Seller may “curtail or inter- 
rupt” deliveries in order to meet the requirements of customers receiving service 
contemplating an “uninterruptible” supply of gas. There is no specification, 
however, of the status of Panhandle’s proposed service in relation to the existing 
interruptible classification under its filed rate schedules. 

An application for a certificate of public convenience and necessity, docket 
No. G—2048, was filed by Panhandle on September 11, 1952, requesting authority 
to construct and operate 514 miles of 6-inch diameter lateral transmission pipe- 
line parallel to a portion of Panhandle’s existing lateral to Adrian. These facili- 
ties are proposed to be constructed in order to permit deliveries to Bohn during 
the winter months when large volumes of firm gas must also be delivered to 
Citizens Gas Fuel Co. There is, therefore, a relationship between docket Nos. 
G-—2040 and G-—2048. Temporary authorization in these dockets was issued on 
October 23, 1952. 
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On September 11, 1952, Panhandle filed an application at docket No. G—2047, 
for a disclaimer of jurisdiction, or, in the alternative, a certificate of public 
convenience and necessity authorizing the construction and operation of a meter- 
ing and regulating station and appurtenant equipment through which to serve 
natural gas to be used as fuel in the chemical plant of National Petro-Chemicals 
Corp. (Petro-Chemicals) located near Tuscola, Ill. The contract for the sale of 
this gas states that it is contemplated to be sold as an uninterruptible supply; 
however, in the event of a shortage of gas Panhandle shall have the right to 
curtail such sales to the extent reasonably necessary, in its judgment, after first 
curtailing, so far as practicable, deliveries of gas to customers purchasing gas 
on an interruptible basis. Although the service to Petro-Chemicals is not de- 
scribed as being firm, as in the case of the Brockway contract, the conditions 
under which there may be curtailment or interruption, in substance, appear to 
be similar. 

In addition to its sale of gas to Petro-Chemicals for fuel purposes, Panhandle 
has contracted with Petro-Chemicals to sell to it certain volumes of ethane and 
heavier hydrocarbons contained in the stream of natural gas being transported 
in Panhandle’s pipeline. The stream of gas in Panhandle’s main line will be 
diverted through one of two 34-inch pipelines to be constructed by Petro- 
Chemicals, which will carry it to the Petro-Chemicals plant where the ethane 
and heavier hydrocarbons will be removed. The natural gas remaining after 
the removal of such components will be returned to the inlet of Panhandle’s 
Tuscola compressor station by means of the second 34-inch pipeline. 

Petro-Chemicals was organized by Panhandle and National Distillers Products 
Corp., to engage in the extraction and manufacture of various chemicals from 
natural gas. By written contract, Panhandle has agreed and has become entitled 
to purchase 40 percent of the capital stock of Petro-Chemicals at a cost of 
$5,775,000 and to invest an additional $1,707,328 by purchase of additional shares 
of stock or loans, and to invest an additional $1,200,000 in Petro-Chemicals if 
additional funds are required to complete the project or to maintain its working 
capital. The extraction plant will be built by Petro-Chemicals and turned over 
to Panhandle to be managed and operated. 

The application for a certificate of public convenience and necessity, in the 
alternative, filed at docket No. G—2047, encompasses only the construction and 
operation of a measuring and regulating station and appurtenant equipment 
through which the fuel being sold to the plant is proposed to be metered. No 
application has been filed for the construction and operation by Panhandle of 
the connection of Panhandle’s main line with the 34-inch lines to Petro-Chemicals’ 
plant, or for the operation by Panhandle of the latter lines and Petro-Chemicals’ 
plant. 

It appears that the Petro-Chemicals plant and the pipelines serving it will 
comprise a means for Panhandle to transport natural gas in interstate com- 
merce. The construction and operation of the facilities to be built and operated 
by Panhandle, and the operation of that portion of the facilities to be built by 
Petro-Chemicals and operated by Panhandle, may therefore be subject to the 
certificate jurisdiction of the Commission, and an investigation is warranted in 
order to determine such jurisdiction. 

Examination of Panhandle’s application indicates that, among other effects, 
the removal of ethane and heavier hydrocarbons from Panhandle’s pipeline gas 
may reduce the volume of gas available for resale customers and may reduce 
the B. t. u. content in the gas that is available. It is possible that this could have 
serious consequences on Panhandle’s ability to meet its requirements and con- 
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ditions of service, set out in its tariff, rate schedules and service agreements, and 
in the various orders of the Commission relating to such matters. It therefore 
appears that investigation of these matters should be instituted, together with 
the investigation to determine the Commission’s jurisdiction. 

On September 11, 1952, Panhandle filed an application at docket No. G—2049, 
for a disclaimer of jurisdiction, or, in the alternative, authority to sell and 
deliver natural gas to the DeKalb Agricultural Association located at Tuscola, 
Ill. Delivery is proposed to be made through the facilities of Citizens Gas Co., 
the distributing company in Tuscola. The conditions under which there may 
be curtailment or interruption appear to be substantially the same as those 
described as being in the Petro-Chemicals contract. 

On September 11, 1952, Panhandle filed an application at docket No. G—2050, 
for a disclaimer of jurisdiction, or, in the alternative, authority to sell and 
deliver natural gas to Monroe Paper Products Co. in Monroe, Mich. Delivery 
is proposed to be made through the facilities of Michigan Gas Utilities Co., the 
distributing company in Monroe. The proposed sale is to be on a temporary or 
“dump” basis. 

No applications for certificates of public convenience and necessity have been 
filed by Citizens Gas Fuel Co. of Adrian, Mich., Citizens Gas Co. of Tuscola, II1., 
and Michigan Gas Utilities Co., for authority to transport natural gas for the 
account of Panhandle to the plants of Bohn, DeKalb Agricultural Association, 
and Monroe Paper Products Co. at docket Nos. G—2040, G—2049, and G-—2050, 
respectively. It appears that this operation may constitute transportation of 
natural gas in interstate commerce subject to the jurisdiction of the Commission ; 
and if that be the case, prior to the rendition of such service, Citizens Gas Fuel 
Co., Citizens Gas Co., and Michigan Gas Utilities Co. should secure certificates of 
public convenience and necessity and file appropriate tariffs, rate schedules, and 
service agreements. 

Due notice of the filing of the applications has been given, including publication 
in the Federal Register, concerning docket No. G-1767, on August 30, 1951 (16 
F. R. 8806), docket No. G-2035 on September 16, 1952 (17 F. R. 8308), docket No. 
G-2040 on September 20, 1952 (17 F. R. 8464), docket No. G-2047 on September 26, 
1952 (17 F. R. 8598), docket No. G-2048 on September 26, 1952 (17 F. R. 8599), 
docket No. G—2049 on September 26, 1952 (17 F. R. 8599), and docket No. G—2050 
on September 26, 1952 (17 F. R. 8599). 

Panhandle has requested that each of the applications, docket Nos. G—1767, 
G-2035, G-2040, G-2047, G-2048, G-2049, and G-2050 be heard under the shortened 
procedure provided by section 1.32 (b) of the Commission’s rules of practice and 
procedure (18 CFR 1.32 (b)). It appears, however, that these proceedings in- 
volve common questions of law and fact, either with respect to jurisdiction or to 
possible discriminatory aspects of the service involved, which can be determined 
only after unabridged hearings. The other docket herein considered either in- 
volves the same common questions of law and fact or is intimately interrelated to 
dockets involving such matters. 

The Commission finds: 

(1) Panhandle, a Delaware corporation having its principal place of business 
at Kansas City, Mo., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas, Oklahoma, Kansas, 
Missouri, Illinois, Indiana, Ohio, and Michigan, and by reason of such operations 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission’s order of October 17, 

1945, at docket No. G-254, 4 F. P. C. 1081. 
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(2) Southeastern, a Michigan corporation having its principal place of business 
at Port Huron, Mich., owns and operates among other facilities, a natural-gas 
transmission pipeline system, located in the State of Michigan, and by reason of 
such operations is engaged in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission's order of December 1, 1950, at docket No. G—-1415, 9 F. P. C. 
998. 

(3) It is necessary and proper in the public interest that an investigation be 
instituted by the Commission, upon its own motion, to determine whether: 

(a) Panhandle’s maintenance of priorities of service for its direct sale cus- 
tomers, different from those set forth in its filed tariff and rate schedules, is 
unjust, unreasonable, unduly discriminatory, or preferential. 

(b) The proposed transportation of natural gas to Panhandle to, through, 
and from the Petro-Chemicals plant is a transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, so that Panhandle’s 
construction and operation of some facilities and its operation of other facilities 
for such transportation, without prior certificate authorization, is a violation of 
the Natural Gas Act, including particularly section T. 

(c) The removal of ethane and heavier hydrocarbons from the natural gas 
transported by Panhandle, incident to the proposed transportation described in 
(b) above, will affect Panhandle’s service to its resale customers, in a manner 
contrary to the provisions of its tariff, rate schedules, and service agreements on 
file with the Commission, the various Commission orders pertaining to such 
service, the Natural Gas Act, and the rules and regulations of the Commission 
thereunder. 

(d) Panhandle is violating the Natural Gas Act, including particularly section 
7, by reason of its sale of natural gas to Mueller without having first secured a 
certificate of public convenience and necessity authorizing such sale. 

(e) Southeastern is violating the Natural Gas Act, including particularly sec- 
tions 4 and 7, by reason of its transportation of natural gas, sold by Panhandle 
to Mueller, without having first secured a certificate of public convenience and 
necessity authorizing such transportation, and without having first filed with the 

Commission a tariff, rate schedule, and service agreement showing the applicable 
rates and charges for such transportation. 

(f) Citizens Gas Fuel Company of Adrian, Mich., will, by reason of its trans- 
portation of natural gas, proposed to be sold by Panhandle to Bohn under the 
authorization sought by Panhandle at docket No. G—2040, become a “natural-gas 
company” within the meaning of the Natural Gas Act, so that the rendition of 
such transportation service without certificate authorization and the filing of 
appropriate tariff, rate schedule, and service agreement, will be in violation of 
the Natural Gas Act, including particularly sections 4 and 7. 

(g) Ciitzens Gas Company of Tuscola, Ill, will, by reason of its transporta- 
tion of natural gas, proposed to be sold by Panhandle to DeKalb Agricultura) 
Association under the authorization sought by Panhandle at docket No. G—2049, 
become a “natural-gas company” within the meaning of the Natural Gas Act, so 
that the rendition of such transportation service, without certificate. authoriza- 
tion and the filing of appropriate tariff, rate schedule and service agreement, will 
be in violation of the Natural Gas Act, including particularly sections 4 and 7. 

(h) Michigan Gas Utilities Co. will, by reason of its transportation of natural 
gas proposed to be sold by Panhandle to Monroe Paper Products Co. under the 
authorization sought by Panhandle at docket No. G—2050, become a “natural-gas 
company” within the meaning of the Natural Gas Act, so that the rendition of 
such transportation service, without certificate authorization and the filing of 
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appropriate tariff, rate schedule, and service agreement, will be in violation : 
of the Natural Gas Act, including particularly sections 4 and 7. 

(4) Good cause has not been shown for granting Panhandle’s requests that 
its applications at docket Nos. G-1767, G-2035, G-2040, G-2047, G-2048, G-2049, 
and G—2050 be heard under the shortened procedure as provided by the Commis- 
sion’s rules of practice and procedure, and said requests should be denied as i 
hereinafter ordered. 

(5) It is appropriate for carrying out the provisions of the Natural Gas Act 
that hearings be held as hereinafter ordered in docket Nos. G—1767, G—2035, 
G-2040, G-2047, G-2048, G-2049, G-2050, and in the investigation initiated herein, 
which is docketed as G—2091 and that good cause exists for consolidating all of 
these dockets for purposes of hearing. 

The Commission orders: 

(A) Pursuant to the provisions of the Natural Gas Act, including particularly 
sections 4, 5, 7, 14, 15 and 16, and the Commission’s rules and regulations there- 
under, investigation be and the same hereby is instituted with respect to the 
matters set forth in finding (3) above for the purpose of ascertaining the rele- 
vant facts as a basis for such action by the Commission as may be appropriate 
in the circumstances. 

(B) Panhandle’s requests that its applications in docket Nos. G-1767, G—2035, 
G-2040, G—2047, G-2048, G-2049 and G-—2050 be heard under the shortened pro- 
cedure provided by section 1.32 (b) of the Commission’s rules of practice and 
procedure (18 CFR 1.32 (b)), be and the same hereby are denied. 

(C) The proceedings in docket Nos. G-1767, G—2035, G-—2040, G-2047, G-—2048, 
G-2049, G-2050, and G-—2091 be and the same hereby are consolidated for the 
purpose of hearing. 

(D) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, includ- 
ing particularly sections 4, 5, 7, 14, 15 and 16, and the Commission’s rules of 
practice and procedure, a public hearing be held commencing on December 16, 
1952, at 10 a. m., in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue NW., Washington, D. C., concerning the matters pre- 
sented and the issues involved in the consolidated proceedings. 

(E) Interested State commissions may participate as provided by Sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the said rules of practice and procedure. 

(F) At the hearing, except for such deviation and additions as the presiding 
examiner may determine to be required in the interest of expedition, Panhandle 
shall go forward first and shall present its case-in-chief as to the matters herein 
consolidated. Thereafter each of Panhandle’s witnesses shall be cross-examined. 
Following the completion of such cross-examination, Southeastern, Citizens Gas 
Fuel Co., Citizens Gas Co., Michigan Gas Utilities Co., interveners, and the 
staff, in the order named, shall each present their case-in-chief, to be followed, 
upon completion of all such presentations, by cross-examination thereof. 


Adopted: November 20,1952. Issued: November 21, 1952. 











Order approving revised exhibit 
South Carolina Electric & Gas Co. 
Project No. 516 


The South Carolina Electric & Gas Co., licensee for project No. 516, filed an 
application on October 20, 1952 requesting that a parcel of land (about 3.3 acres) 
be excluded from the project area. The licensee proposes to sell the parcel. 
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The reservoir level is limited by the license to an elevation not to exceed 360 
feet above mean sea level and the parcel of land involved here is located above 
elevation 362 feet. 

The licensee submitted a sketch map with the application showing the parcel 
to be excluded from the project area. The project area affected is shown on 
exhibit K-1, sheet 30 (F. P. C. No. 516-64), now part of the license for the 
project. 

The Commission finds: 

Exhibit K-1, sheet 30 (F. P. C. No. 516-64) should be revised to exclude the 
parcel of land from the project area shown on the exhibit and as so revised 
should be approved as part of the license for the project. 

The Commission orders: 

Exhibit K-1, sheet 30 (F. P. C. No. 516-64) be revised to exclude the parcel 
of land from the project area, and so revised the exhibit is hereby approved 
and made a part of the license for project No. 516. 

Adopted: November 20,1952. Issued: November 25, 1952. 


Order on rehearing 
Colorado Interstate Gas Co. 
Docket No. G-1677 


On March 20, 1952, Colorado Interstate Gas Co. (applicant) and Public Service 
Co. of Colorado (Public Service) each filed an application for rehearing of the 
order of the Commission issued February 21, 1952, issuing a certificate of public 
convenience and necessity in this proceeding. Rehearing was sought with 
respect to paragraph (B) of said order, reading as follows: 

(B) Applicant shall not attach any new or additional firm or interruptible 
customer (direct or resale), nor render any additional service to any exist- 
ing customer beyond the service shown for the year 1953 in exhibit D-1 and 
fort he 1952-53 peak day in exhibit D—2 to the application herein, unless the 
Commission may otherwise order for good cause shown. 

By order issued April 18, 1952, rehearing was granted; pursuant to the order 
issued October 10, 1952, a hearing was held on October 27, 1952. 

Public Service Co. of Colorado, by its counsel, and the city and county of 
Denver, Colo., by the city attorney, were represented at the hearing. 

At the said hearing applicant introduced exhibits revising its estimate in 
exhibit D-2 to its application for its 1952-53 peak-day requirements, and revising 
its estimate in exhibit D-1 to its application for its 1952 annual requirements. 
The revised estimate for the 1952-53 peak day shows a systemwide gain of 
49,332 M. c. f. over the estimate made in exhibit D-2 for the corresponding peak 
day. The revised estimate assumes an additional delivery of 6,000 M. c. f. on 
a peak day to Amarillo Oil Co. under the so-called “C” contract, and assumes no 
cut back in deliveries to Natural Gas Pipeline Co. of America (Natural Gas 
Pipeline). Additionally, the peak day deliveries to Public Service at Denver, 
Colo., are estimated at 269,820 M. c. f. as compared with the previous estimate 
of 245,000 M. c. f., or an increase of 24,820 M. c. f. It is estimated that the 
flowing delivery capacity of applicant’s facilities into Denver is approximately 
245,000 M. c. f. However, it is expected by both applicant and Public Service 
that Public Service will control its take to maintain a terminal pressure of 
approximately 500 pounds and thereby increase available line pack gas so as 
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to enable the delivery at Denver of the additional 24,820 M. c. f. on a peak day. 
This additional amount can be delivered from line pack for only one day’s 
duration. 

Applicant’s revised exhibit for 1952 annual deliveries shows total system 
deliveries, including gas used in operation, of 174,934,000 M. ec. f. In exhibit D-1 
to the application, deliveries for 1952 were estimated at 171,947,000 M. c. f., and 
for 1953 were estimated at 175,557,000 M. c. f. While revised estimate for 1952 
annual deliveries includes an amount of 112,000 M. c. f. as additional deliveries 
to Amarillo Oil Co. under the so-called “C” contract, applicant’s witness stated 
on the record that Amarillo Oil Co. has waived taking any gas for 1952 under 
this “C” contract. The revised figures do not show any reduction in deliveries 
to Natural Gas Pipeline. In exhibit 2 applicant before rehearing estimated its 
gas supply for 1953 at 174,123,000 M. c. f. At the rehearing, applicant adjusted 
this figure to 175,792,000 M. c. f. by adding 1,669,000 M. c. f., representing a gain 
due to the factor of supercompressibility which was not considered in the 
original proceedings. 

Official notice is taken of the fact that at docket No. G-1876 Natural Gas 
Pipeline Co. of America has filed a complaint with this Commission against 
Colorado Interstate Gas Co., et al., alleging among other things that the “C” 
contract has terminated. The proceedings at docket No. G—1876 are presently 
pending before the Commission. 

Applicant has suggested that the record on rehearing warrants the attach- 
ment of the following condition in the order issuing a certificate in lieu of the 
provision of paragraph (B) quoted above: 

Unless new facilities providing for additional system sales capacity are 
authorized and installed by October 15, 1953, to meet applicant’s estimated 
firm requirements for the 1953-54 peak-day season, applicant will file on 
said date emergency service rules providing for the equitable distribution 
of its gas. 

All counsel, including staff counsel, having concurred in the waiver of the 
intermediate decision procedure, pursuant to section 1.30 (d) (5) of the Com- 
mission’s rules of practice and procedure, the Commission should forthwith 
render the final decision in this matter. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and the public convenience and necessity require that the order issued 
February 21, 1952, issuing a certificate of public convenience and necessity in 
these proceedings should be modified and amended as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (B) of the order of the Commission, issued February 21, 1952 
issuing a certificate of public convenience and necessity, be and the same is 
hereby modified and amended so as to read: 

(B) (1) The certificate issued hereby shall be void and without force 
or effect unless it shall be accepted by applicant in writing within 30 days 
from the date of the issuance of this order: Provided, however, That such 
acceptance may be filed within 30 days after final disposition of the judicial 
review of any petition for review that may be filed herein. 

(B) (2) Unless new facilities providing for additional system sales ca- 
pacity are authorized and installed by October 15, 1953, to meet applicant’s 
estimated firm requirements for the 1953-54 peak-day season, applicant shall 
file on said date emergency service rules providing for the equitable distri- 
bution of its gas. 

(B) In all other respects the order issued February 21, 1952 herein is to 
remain in full force and effect. 
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(C) No decision or authorization, express or implied, is herein made con- 
cerning deliveries to Amarillo Oil Co. under the so-called “C” contract; nor is 
this order to be construed in any manner as deciding any matter appropriate for 
determination at docket No. G—-1876 and related dockets. 


Adopted: November 20,1952. Issued: November 24, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-2007 


On July 21, 1952, Cities Service Gas Co. (applicant), a Delaware coporation 
having its principal place of business at Oklahoma City, Okla., filed an applica- 
tion, and supplements thereto on September 4, September 26 and October 6, 1952, 
for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of approximately 
16 miles of 20-inch and 16-inch pipeline from Tonganoxie compressor station to 
applicant’s “Hund” Junction in Leavenworth County, Kans. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 17, 1952, respecting the matters involved and the issues presented by 
the application and supplements. No protests to the application have been 
received. 

The proposed line will be a loop to an existing 16-inch line and will provide 
expanded capacity for applicant’s Tonganoxie—Falls City—St. Joseph system. 
Estimated peak day requirements for the 1952-53, 1953-54 winters are stated 
to be 33,464 M. c. f. and 35,274 M. c. f., respectively. 

The estimated overall capital cost of the proposed facilities is $544,000 to be 
defrayed from funds available under an existing credit agreement negotiated in 
April 1952. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged in 
the transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order entered on December 
28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 


304039—57——95 


1470 FEDERAL POWER COMMISSION 


(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Cities Service Gas Co. authorizing it to construct and operate the 
facilities described herein. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 15 days 
after the issuance of this order and be completed and actual operations there- 
under shall be commenced by applicant not later than 60 days subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of 
date of such beginning ; 

(ii) Within 2 months after date of issuance of the order granting the certifi- 
cate, a progress report showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
cost relied upon by applicant in the proceeding in which the certificate is issued. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issu- 
ing such certificate and in accordance with the provisions of the Natural Gas 
Act, as well as any applicable rules, regulations, or orders of the Commission. 

Adopted: November 20, 1952. Issued: November 24, 1952. 


Order issuing new license (minor) 
Consuelo M. Larrabee 


Project No. 871 


Application was filed November 5, 1951, and later supplemented, by Consuelo 
M. Larrabee, of Seattle, Wash., for a new license under the Federal Power Act 
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(hereinafter referred to as the act) for constructed minor project No. 871, lo- 
cated on Bagley Creek, a tributary of the Nooksack River, in Whatcom County, 
Wash., and affecting lands of the United States in T. 39 N., R. 9 E., Willamette 
meridian, Wash., within the Mt. Baker National Forest. 

The project—license No. 4 for which expired February 9, 1952—occupies about 
15.1 acres of lands of the United States and consists of : 

(a) All lands constituting the project area and enclosed by a project bound- 
ary or the limits of which are otherwise defined ; 

(b) Project structures, comprising a 16-foot concrete dam; a small reservoir ; 
a wood-pipe conduit 2,118 feet in length; a frame powerhouse containing two 
33-kilowatt generators driven by impulse-type water wheels each of 50-horse- 
power capacity; and a transmission line 1,500 feet in length; and 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights, and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain exhibit which formed part of the expired license and which is desig- 
nated and described as follows: 

Erhibit F.—(F. P. C. No. 871-1), a detail map entitled “Mt. Baker Develop- 
ment Company Project at Mt. Baker Lodge, Mt. Baker National Forest,” signed 
on January 5, 1928, by E. B. Deming, president, and received on January 20, 
1928, by the Commission ; and (F. P. C. No. 871-2), a detail plan of a dam struc- 
ture entitled “Dam across Bagley Creek, Mt. Baker National Forest for Mt. 
Baker Development Co. at Mt. Baker Lodge,” signed on January 5, 1928, by 
E. B. Deming, president, and received on January 20, 1928, by the Commission. 

The original license for the project was issued April 28, 1928, to Mt. Baker 
Development Co. for a period terminating February 10, 1938. License No. 2, 
which was issued June 9, 1939, to Mt. Baker Development Co. for a period 
of 10 years, effective as of February 10, 1938, was transferred on May 26, 1943, 
to Larrabee Real Estate Co., which acquired the project properties by involun- 
tary sale. License No. 3 was issued June 7, 1949, to Larrabee Real Estate Co. 
for a period of two years, effective as of February 10, 1948. License No. 4 was 
issued to Larrabee Real Estate Co. on August 25, 1950, for a period of 2 years, 
effective as of February 10, 1950. The applicant is the present owner of the 
project properties. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mt. Baker National Forest, has reported on the application. 

The Acting Secretary of the Interior has reported on the application. 

The Departments of Game and Fisheries of the State of Washington have re- 
ported on the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) Noconflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Mt. Baker Na- 
tional Forest was created or acquired. 
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(5) The installed capacity of the project is 100 horsepower and the energy 
generated thereby is used at applicant’s resort. 

(6) The amount of annual charges to be paid by the licensee under the license 
tor the purposes of reimbursing the United States for the costs of administration 
of part I of the act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is re- 
served; 15; 18, except insofar as it relates to fishways; 19, 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued by Consuelo M. Larrabee under sections 4 (e) 
and 15 of the act for a period of 5 years, effective as of February 10, 1952, for the 
operation and maintenance of minor project No. 871 upon lands of the United 
States within the Mt. Baker National Forest, subject to the terms and conditions 
of the act which is hereby incorporated by reference as a part of this license 
(except that the terms and conditions of part I of the act referred to in finding 
(8) above are hereby waived to the extent therein specified), and subject to 
such rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as additional articles: 

Article 15. The licensee shall install and maintain a fish screen at the diversion 
intake satisfactory to the Department of Game of the State of Washington. 

Article 16. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $15.10. 

(C) Exhibit F (F. P. C. Nos. 871-1 and 871-2) is approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission wthin 60 days from the date 
of issuance of this order. 


Adopted; November 20, 1952. Issued: November 24, 1952. 
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Supplemental order authorizing issuance of securities 
Gulf States Utilities Co. 

Docket No. E-6458 


By order entered November 7, 1952, the Commission authorized the Gulf States 
Utilities Co. (applicant) to issue and sell through competitive bidding $10,000,- 
000 principal amount of its first mortgage bonds subject to the provisions, among 
other things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of §34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and § 34.2 (k) (4) of the rules, re- 
lating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegraph 
as contemplated by § 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 

Applicant on November 24, 1952, filed an amendment pursuant to the require- 
ments of the order of November 7, 1952, setting forth that it proposes to accept 
as representing the lowest cost of money to it, the bid of Salomon Bros. & Hutzler 
and Union Securities Corp. to purchase the $10,000,000 principal amount of 
first mortgage bonds for the price of $100.17 with an interest rate of 3% percent. 

The Commission finds: 


(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of November 7, 1952, and under the bid it proposes to 
accept for the first mortgage bonds the price to applicant therefor and the 
interest rate are reasonable. 

(2) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate powers of applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereon under 
the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to 
above, upon the terms and conditions and for the purposes specified in the appli- 
cation, as supplemented by the amendment referred to above, be and the same 
hereby are authorized, subject only to the provisions of paragraphs (C), (D), 
and (E) of the Commission’s order of November 7, 1952, in this matter. 


Adopted: November 24, 1952. Issued: November 25, 1952, 
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Order denying motion requesting copies of certain documents 
Northern Natural Gas Co. 
Docket No. G—2085 


On November 21, 1952, Northern Natural Gas Co. (Northern) filed in the 
above-entitled proceeding a motion requesting that the Commission make avail- 
able to Northern from the Commission’s files copies of certain documents referred 
to in a separate dissenting opinion filed to the Commission’s opinion and order 
issued on October 28, 1952, In the Matter of Northern Natural Gas Company, 
docket No. G-1618, 11 F. P. C. 400. 

The documents so referred to are not contained in the files of the Commission 
available for public inspection. 

Northern’s request for the referred to documents is submitted pursuant to sec- 
tion 1.36 (d) of the Commission’s rules of practice and procedure (18 CFR 

.36 (d)). That section of the Commission’s rules, which relates to the avail- 
ability of records, other than public records, provides as follows: 


* * * The records and files of the Commission, and all documents, memo- 
randa, correspondence, exhibits and information of whatever nature other 
than the matters described in paragraph (c) of this section, coming into 
the possession or within the knowledge of the Commission or any of its 
officers or employees in the discharge of their official duties, are confidential, 
and none of such material or information may be disclosed, divulged, or 
produced for inspection or copying except that, upon good cause shown, the 
Commission may by order direct that certain records, files, papers, or in- 
formation be disclosed to a particular applicant. 


Upon consideration of the aforesaid motion, the matters therein referred to 
and the record herein, the Commission finds: 


(1) Good cause has not been shown for entering an order as requested in 
the aforesaid motion of November 21, 1952, in this proceeding. 
(2) It is appropriate and in the public interest in carrying out the provisions 


of the Natural Gas Act that the aforesaid motion be denied as hereinafter 
ordered. 


The Commission orders: 

(A) The aforesaid motion filed by Northern Natural Gas Co. on November 
21, 1952 in this proceeding be and the same is hereby denied. 

(B) This order is without prejudice to any findings and orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against Northern. 

Commissioner Draper dissenting. 


Adopted: November 24,1952. Issued: December 2, 1952. 


Order omitting intermediate decision and fixing date for oral argument 
Texas Eastern Transmission Corp. and Wilcox Trend Gathering System, Inc. 


Docket Nos. G—1947, G-1959 


On October 22, 1952, counsel for Wilcox Trend Gathering System, Inc. ( Wilcox) 
moved orally on the record that, pursuant to subsection 1.32 (c) of the Com- 
mission’s rules of practice and procedure, the intermediate decision procedure in 
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the above-entitled proceedings be waived and that oral argument before the 
Commission be granted in lieu of the filing of reply briefs. Counsel for Texas 
Eastern Transmission Corp. (Texas Eastern) joined in said motion. Commis: 
sion staff counsel and counsel for National Coal Association, et al., opposed said 
motion. 

At the same time, Commission staff counsel moved that the hearing stand in 
recess pending further order of the Commission. Said motion was supported 
by counsel for National Coal Association, et al., and was opposed by counsel 
for the applicants. 

Applicant, Texas Eastern Transmission Corp., seeks a certificate of public 
convenience and necessity in docket No. G—1947 to construct and operate a 24- 
inch natural-gas transmission pipeline which would extend approximately 315 
miles from a point in Lavaca County, Tex., to a connection with its existing 
20-inch pipeline near Castor, Bienville Parish, La. Applicant, Wilcox Trend 
Gathering System, Inc., seeks a certificate of public convenience and necessity 
authorizing it to construct and operate a natural-gas transmission pipeline which 
would extend from a point in the Hagist Ranch Field in McMullen County, Tex., 
approximately 157 miles to a point of connection with Texas Eastern's proposed 
24-inch line near Provident City, Tex. 

Texas Eastern would purchase 100,000 M. c. f. of gas per day from Wilcox 
at the delivery point near Provident City, and would transport such gas, as well 
as gas purchased by it from producers in the area, through its proposed 24-inch 
pipeline to the connection with its existing system near Castor, La. These 
additional quantities of gas would enable Texas Eastern to supplement its 
existing reserves in Louisiana, which it appears are declining. 

The record shows that Wilcox has entered into more than thirty gas-purchase 
contracts with producers in Texas, and that each of said contracts contains a 
provision that, if a certificate of public convenience and necessity is not issued 
to Wilcox on or before November 1, 1952, the producer may cancel the contract. 
This provision has been amended to extend the November 1 date to December 15, 
1952. Wilcox alleges that if a certificate is not issued by or before December 15, 
1952, the producers from whom Wilcox proposes to purchase gas may cancel 
their gas sales contracts. Texas Eastern alleges that if a certificate is not issued 
to Wilcox by said date, Texas Eastern will face the loss of the gas supplies now 
under contract. Texas Eastern further alleges that such additional supplies are 
necessary in order to insure its ability to meet the total requirements on the 
Texas Eastern system. 

Wilcox further alleges, and the record shows, that one of its gas-purchase con- 
tracts requires that it commence to take or pay for gas on December 1, 1952, and 
that under certain other contracts, gas must be taken or paid for by January 31, 
1953. 

The Commission hereby takes official notice of the extraordinary and increas- 
ingly crowded state of its docket, and of the growing difficulties experienced in con- 
cluding proceedings before the Commission stemming from the limited availability 
of personnel, including presiding examiners, to hear and initially decide cases. 

The presiding examiner allowed the parties opportunity to file briefs, and 
initial briefs have been submitted by the applicants and by Commission staff 
counsel. Counsel for the applicants have requested, in addition to omission of 
the intermediate decision procedure, that oral argument before the Commission 
be granted in lieu of the filing of reply briefs. 

The aforementioned motion by Commission staff counsel to recess the hearing 
pending further order of the Commission alleges that the applications herein, by 
reason of the Supreme Court’s denial of certiorari in Algonquin Gas Transmis- 
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sion Corp., et al., v. Northeastern Gas Transmission Co., et al., 344 U. 8. 818, 
are not ripe for decision. 

The Commission finds: 

(1) Due and timely execution of its functions imperatively and unavoidably 
requires that the Commission omit the intermediate decision procedure in the 
above-entitled proceedings. 

(2) Good cause exists and it is appropriate in carrying out the provisions of 
the Natural Gas Act that the request of counsel for the applicants for oral argu- 
ment be granted and that decision be reserved on the motion filed by Commission 
staff counsel to recess the hearings pending further order by the Commission. 

The Commission orders: 

(A) The intermediate decision be and the same is hereby omitted with respect 
to the proceedings in docket Nos. G-1947 and G—1959. 

(B) Oral argument before the Commission concerning all the matters involved 
and the issues presented in the above-entitled proceedings be and the same hereby 
is set for December 3, 1952, at 10 a. m. (EST) in the hearing room, Federal Power 
Commission, 1800 Pennsylvania Avenue, NW., Washington, D. C. 

(C) Decision on the motion by Commission staff counsel to recess the hearing in 
the above-entitled matters pending further order of the Commission be and the 
same is hereby reserved. 


Adopted: November 25, 1952. Issued: November 25, 1952. 


Order denying motions, allowing an amendment, and reconvening hearing 


Northwest Natural Gas Co., Pacific Northwest Pipe Line Corp., Westcoast Trans- 
mission Co., Inc., Glacier Gas Co., Northern Natural Gas Co., and Trans- 
Northwest Gas, Inc. 


Docket Nos. G-996, G-1916, G-1917, G-—1429, G-1908, G-1909, G-1526, G-1919, 
G-1920, G-1816, G-1817, G-1818, G-1918, G-1926, G-1927, G-1923, G-1924 


On July 7, 1952, the presiding examiner recessed the hearing in the above- 
entitled consolidated proceedings, subject to further order of the Commission, 
and submitted to the Commission for disposition the following motions: 

(a) Motion made orally by staff counsel on July 1, 1952, to deny all of the 
above applications largely on the grounds that each of the applicants had been 
given an opportunity in accordance with the Commission’s procedural order 
issued May 28, 1952, to present evidence as to its proposed supply of natural gas 
and that none of the applicants had presented evidence disclosing a firm supply 
of natural gas. Counsel for intervener, Trans-Canada Pipe Lines, Ltd., joined in 
this motion. 

(b) Motions made by counsel for Trans-Canada Pipe Lines Ltd., on June 23, 
1952, to strike all the testimony of Northwest Natural Gas Co. and to dismiss 
its applications ; on June 30, 1952, to dismiss the applications of Northern Natural 
Gas Co.; on July 2, 1952, to dismiss the applications of Pacific Northwest Pipe 
Line Corp., Westcoast Transmission Co., Inc., Glacier Gas Co., and Trans- 
Northwest Gas, Inc. These motions were largely grounded on the failure of 
applicants to present evidence disclosing a firm supply of natural gas. 

(c) Motion made by counsel for Glacier Gas Co. on July 7, 1952, for severance 
of its applications from the hearing in the above-consolidated proceedings on 


the ground that it was not able to go forward with evidence in accordance with 
the procedural order. 
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Subsequently, and after the recess of the hearing, Pacific Northwest Pipe Line 
Corp., on August 27, 1952, submitted and requested permission to file a “second 
amended application” in docket No. G—1429, in lieu of its prior applications in 
said docket No. G-1429, in docket No. G--1908 for authorization to import and 
to export natural gas, and in docket No. G—1909 for a Presidential permit. 
Notice thereof was duly given by publication in the Federal Register on Sep- 
tember 13, 1952 (17 F. R. 8279). On September 5, 1952, interveners, National 
Coal Association, United Mine Workers of America, Fuels Research Council, Inc., 
Anthracite Institute, Western States Fuel Policy Council, Montana Coal Op- 
erators Association, Utah Coal Operators Association, Coal Producers Associa- 
tion of Washington, Southern Wyoming Coal Operators Association, Sheridan- 
Wyoming Coal Co., Inc., and The Chesapeake & Ohio Railway Co. filed a joint 
motion in opposition to permitting the filing of said second amended application 
by Pacific Northwest Pipe Line Corp. 

In docket Nos. G—1526, G—1919, and G—1920, Westcoast Transmission Co., Inc., 
filed on October 14, 1952, a “first supplement to applications” consisting of a 
judgment and order under the Pipelines Act of Canada, granting leave to West- 
coast Transmission Co., Ltd., the corporate parent and proposed supplier of 
Westcoast Transmission Co., Inc., to construct a pipeline consisting of one or 
more lines of pipe for the transportation of natural gas from a point in the 
vicinity of the Pouce Coupe area in the Province of Alberta, through the towns 
of Dawson Creek and Prince George in the Province of British Columbia, to a 
point in the vicinity of the city of Vancouver in the Province of British Columbia, 
including a branch line from a point in the vicinity of the town of Abbotsford 
to a point on the international boundary in the vicinity of the town of Hunting- 
don. Also, Westcoast Transmission Co., Inc., filed on October 27, 1952, a “second 
supplement to applications,” consisting of two licenses issued to Westcoast Trans- 
mission Co., Ltd., to construct a specified pipeline for the exportation of surplus 
natural gas and to export surplus natural gas, both by the Deputy Minister of 
Trade and Commerce of Canada. 

The Commission finds: 

(1) Because of the aforementioned events and of time which has elapsed 
since the hearing in these proceedings was recessed and the further time which 
will lapse before such hearing could in any event be appropriately reconvened, 
it is in the public interest and appropriate in carrying out the provisions of the 
Natural Gas Act, that the above motions be denied and that the hearings be 
reconvened as hereinafter ordered. 

(2) In the specific circumstances of this case, it is desirable that permission 
be granted the Pacific Northwest Pipe Line Corp. to file its “second amended 
application” in docket No. G-—1429, and its applications filed in docket Nos. 
G—1908 and G—1909 should accordingly be dismissed. 

(3) In the interest of orderly progress and expedition in the reconvened hear- 
ing, each applicant in these proceedings should be required as hereinafter ordered 
to submit to the Commission and furnish to each party to the proceedings on the 
applications filed by it, one copy of all of the information and data specified in 
section 157.14 of the Commission's regulations under the Natural Gas Act (see 
order No. 163, docket No. R-120, issued August 11, 1952), and also one appro- 
priately indexed copy of each exhibit which said applicant will propose to in- 
troduce at the reconvened hearing, except that said applicant need not submit or 
furnish copies of such information, data, and exhibits as it has heretofore intro- 
duced in these proceedings and on which it proposes to rely hereafter without 
amendment or supplementation in any manner or form. 

(4) Except as hereinafter ordered, the procedural order issued May 28, 1952 
should be followed. 
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The Commission orders: 

(A) The aforesaid motions made orally by staff counsel on July 1, 1952, by 
counsel for Trans-Canada Pipe Line Ltd. on June 23, June 30, and July 2, 1952, 
and by counsel for Glacier Gas Co. on July 7, 1952, be and the same hereby are 
all denied. 

(B) Permission, pursuant to section 1.11 of the Commission's rules of practice 
and procedure, be and the same hereby is granted to Pacific Northwest Pipe 
Line Corp. to file its “second amended application” submitted on August 27, 1952 
in docket No. G—1429. 

(C) The applications filed by Pacific Northwest Pipe Line Corp. in docket Nos. 
G-—1908 and G-—1909 be and the same hereby are both dismissed, and the proceed- 
ings in said dockets be and the same hereby are terminated. 

(D) The public hearing herein, heretofore recessed on July 7, 1952, be and 
the same hereby is reconvened to commence on February 16, 1953 at 10 a. m. 
(e. s. t.) in the hearing room of the Federal Power Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue, N. W., Washington, D. C. 

(EB) At said reconvened hearing, each applicant in these consolidated pro- 
ceedings be and the same is hereby granted leave to submit, in the sequence 
specified in the procedural order herein, issued May 28, 1952, such further testi- 
mony, information, and data as it wishes with respect to the matters specified 
in paragraphs (A) (i) and (A) (ii) of the aforementioned order issued May 
28, 1952; thereafter, the procedure specified in said order shall be followed except 
for such deviations as the presiding examiner shall determine to be required by 
orderly progress of these proceedings and the public interest. 

(F) Each applicant shall submit to the Commission and shall furnish to each 
party to the proceedings on the applications filed by it the copies specified in find- 
ing (3) hereof not later than January 16, 1953; Provided, however, That the 
Commission hereby reserves the right hereafter to request such further infor- 
mation and data as circumstances may require as to any one or more of the ap- 
plicants herein. 


Adopted: November 25,1952. Issued: December 1, 1952. 


Order affirming Order dismissing application for temporary certificate 
Algonquin Gas Transmission Co. 
Docket No. G-1319 


On October 21, 1952, Algonquin Gas Transmission Co. (Algonquin) filed an 
application, pursuant to section 7 of the Natural Gas Act, section 157.17 of 
the Commission’s rules and regulations, and “the inherent and implied powers 
of the Commission,” for a temporary certificate authorizing it “to continue with 
the construction and operation of its pipeline system” extending from an in- 
terconnection with the pipeline system of Texas Eastern Transmission Corp. 
near Lambertville, N. J., to a point near Boston, Mass., and to deliver and sell 
natural gas to distributing companies in New Jersey, Connecticut, Massachusetts, 
and Rhode Island. 

On October 31, 1952, 11 F. P. C. 1395, the Commission issued its “Order dis- 
missing application for temporary certificate’ in which it found that the “fore- 
going application filed by Algonquin Gas Transmission Co. on October 21, 1952, 
for a temporary certificate of public convenience and necessity does not come 
within the purview of the authority of this Commission to grant.” Therefore, 
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the Commission ordered that Algonquin’s aforementioned application for a tem- 
porary certificate be dismissed for lack of jurisdiction. 

On November 4, 1952, Algonquin filed an “Application for rehearing, recon- 
sideration and vacation of the order of the Commission issued October 31, 1952, 
and for oral argument thereon before the Commission sitting en banc.” 

On November 10, 1952, the Commission issued its “Order granting request for 
reconsideration and fixing date for oral argument.” The Commission there found 
it appropriate that the Commission’s order issued October 31, 1952, be recon- 
sidered and ordered that oral argument be heard on November 24, 1952, upon the 
single issue of whether or not the application filed by Algonquin on October 21, 
1952, for a temporary certificate comes within the purview of the authority of 
the Commission to grant. Due notice of said order was given, and a copy there- 
of was served by the Secretary of the Commission upon each party to the proceed- 
ing. 

On November 24, 1952, the Commission heard oral argument by the several 
parties to this proceeding who had notified the Secretary of a desire to par- 
ticipate. Upon consideration of the Commission’s order issued October 31, 1952, 
aforementioned, of Algonquin’s application for reconsideration of said order, 
the memoranda filed in support thereof, and of the oral arguments made before 
the Commission by all participating parties on November 24, 1952, the Com- 
mission again finds: 

The application filed by Algonquin Gas Transmission Co. on October 21, 1952, 
for a temporary certificate of public convenience and necessity does not come 
within the purview of the authority of this Commission to grant. 

The Commission orders: 

The order issued October 31, 1952, dismissing for lack of jurisdiction the ap- 
plication filed by Algonquin Gas Transmission Co. on October 21, 1952, for a 
temporary certificate of public convenience and necessity, be and the same is 
hereby affirmed. 

Commissioners Draper and Smith dissenting, for the reasons stated in their 
original dissent in this matter (issued October 31, 1952), being more than ever 
convinced, following the oral argument, that the Commission has, and should 
exercise in the interest of the public, authority to issue the temporary authoriza- 
tion which is sought. 


Adopted: November 25, 1952. Issued: November 26, 1952. 


Findings and order authorizing and approving abandonment of facilities 
Lone Star Gas Co. 
Docket No. G—2020 


On August 1, 1952, Lone Star Gas Co. (applicant), a Texas corporation having 
its principal place of business at Dallas, Tex., filed an application pursuant to 
section 7 (b) of the Natural Gas Act for authority to abandon and reclaim for use 
elsewhere on its system approximately 14.67 miles of 16-inch pipeline and 20.74 
miles of 12-inch pipeline constituting segments of pipeline acquired by applicant 
from Martin Wunderlich and Lee Aikin by virtue of a certificate of public con- 
venience and necessity issued to it in docket No. G—-1889. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 


November 18, 1952, respecting the matters involved and the issues presented by 
the application. 
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The record shows that because of the decline in the available supply of gas 
from the East Panhandle field in Wheeler County, Tex., applicant can no longer 
effectively use the segments of pipeline proposed to be abandoned, said segments 
constituting portions of Lone Star’s facilities extending from Shamrock, Tex., to 
Wichita Falls, Tex., which were acquired from Wunderlich and Aikin. 

The record further shows that Lone Star will reclaim said pipe for use else 
where on its systems and that service to communities presently served by it in 
the Wichita Falls area will not be impaired by the proposed abandonment. 

Estimated cost of the proposed removal is $129,272.12. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, a natural-gas transmis- 
sion pipeline system located in the States of Texas and Oklahoma, and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of April 
11, 1944, in docket No. G-442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described which are proposed to be abandoned 
ty applicant are used for the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the abandonment and 
removal thereof by applicant are subject to the provisions of subsection (b) of 
section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities hereinbefore described, by 
applicant, is permitted by the public convenience and necessity, and permission 
and approval to abandon should be granted as hereinafter ordered and condi- 
tioned. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 CFR 1.32 (b)) having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) Lone Star Gas Co. be and it hereby is granted permission and approval 
to abandon and remove the facilities hereinbefore described, subject to the juris- 
diction of the Commission, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date on which said facilities are abandoned and removed as hereby authorized. 


Adopted: November 25,1952. Issued: November 25, 1952. 











































Ordcr issuing license (major) 







Border Counties Power Cooperative, Inc. 


Project No. 2089 










Application was filed July 10, 1951 and supplemented February 4, 1952 and 
April 2, 1952 by Border Counties Power Cooperative, Inc., of Warroad, Minn., 
for license under the Federal Power Act (hereinafter referred to as the act) 
for constructed major project No. 2089 situated on Big Fork River, a tributary 
of Rainy River which is an International Boundary stream, in Koochiching 
County, Minn. 
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The project is located on the outskirts of Big Falls, Minn., about 50 miles 
from the junction of the Big Fork and Rainy Rivers near a river crossing bridge 
of Northern Pacific Railroad. 

Big Fork River rises in northern Minnesota, flows in a generally northern direc- 
tion about 160 miles and enters the Rainy River about 21 miles west of Inter- 
national Falls, Minn. The drainage area is 2,060 square miles. The basin is 
generally flat. The total fall of the river is about 250 feet. The only concentrated 
fall is near the village of Big Falls (mile 52) where it is 36 feet in 0.3 of a mile. 
Below this fall the slope is generally uniform and averages about 1.4 feet per 
mile. The maximum discharge of record at Big Falls was 4,790 and the minimum 
24 cubic feet per second, respectively. 

Log driving on Big Fork River commenced about 1900 and reached its maxi- 
mum about 1912 when some 50 million feet b. m. were floated down the river. 
During the period from 1904 to 1910 shallow-draft steamers and launches used 
the river for the transportation of freight, passengers, and mail as far upstream 
as the village of Big Falls. The building of roads and railroads in the basin 
replaced the necessity of transportation by water and this use has not since 
been resumed. Thereafter, at least up until 1932, commercial use of the stream 
was limited to small annual drives of logs and pulpwood. 

The project, which was acquired by the applicant on November 28, 1950 from 
the Croswell Power Co., Inc., was placed in operation in 1939, and consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States; 
location of such project area and project boundary being more specifically shown 
and described by a certain exhibit which formed part of the application for license 
and which is designated and described as follows: 

Erhibit K.—(F. P. C. No. 2089-2) showing project area and project boundary, 
signed Border Counties Power Coop., Inc., by Everett Battles, vice president, 
on May 18, 1951; 

(b) All project works consisting principally of : 

A canal about 1,500 feet long equipped with an overflow spillway; a power- 
house containing two generating units having capacities of 200 kilowatts and 
400 kilowatts, respectively; a tailrace about 800 feet long; and appurtenant 
facilities; the location, nature, and character of which project works are more 
specifically shown and described by the exhibit hereinbefore cited and certain 
other exhibits which also formed part of the application for license and which are 
designated and described as follows: 

Echibit J € L—(F. P. C. No. 2089-1) showing the project structures, signed 
Border Counties Power Coop., Inc., by Everett Battles, vice president, on May 
18, 1951; 

Erhibit L.—(F. P. C. Nos. 2089-3, and -4), entitled ‘Hydro power plant at Big 
Falls, Minn.,” signed Border Counties Power Coop., Inc., by Everett Battles, 
vice president, on May 18, 1951; and 

BPrhibit M.—Two typewritten sheets entitled “General description and speci- 
fication of equipment,” except insofar as it describes the Diesel equipment, 
signed Border Counties Power Cooperative, Inc., by Norman Clementson, presi- 
dent on May 18, 1951. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and to be located on the project 
area, including such portable property as may be used or useful in connection 
with the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as a part of the project 
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is approved or acquiesced in by the Commission ; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

According to the application, the applicant proposes to construct the so-called 
Big Falls-Little Fork 34.5 kilovolt transmission line, a 600 kilovolt amperes sub- 
station at Little Fork, and a 600 kilovolt amperes substation at Big Falls. How- 
ever, no exhibits showing these proposed facilities accompanied the application. 

The Acting Secretary of the Interior and the Deputy Chief of Civil Works 
for Power of the U. S. Corps of Engineers, have reported on the application. 

The Commission finds: 

(1) Big Fork River was used by the public for a period of approximately 30 
years as a highway in connection with log drives and the floating of loose logs 
from points upstream from the village of Big Falls, the site of project No. 2089, 
down to points below the project, and was used for several years for passenger 
and general freight traffic between the village of Big Falls and points down- 
stream therefrom. 

(2) Big Fork River, at least from points above project No. 2089 to points down- 
stream from the project, constitutes navigable waters of the United States, and 
therefore the operation of project No. 2089 affects the interests of interstate or 
foreign commerce. 

(3) The applicant is a corporation organized under the laws of the State of 
Minnesota, and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(4) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(5) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself. 

(6) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
for the improvement and utilization of water-power development, and for other 
beneficial public uses, including recreational purposes. 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of part I of 
the act is reasonable as hereinafter fixed and specified. 

(8) The installed horsepower capacity of the project is 800 horsepower, and 
the energy generated thereby is sold to North Star Electric Cooperative, Inc. 
for distribution through its existing system for public-utility purposes. 

(9) The proposed Big Falls-Little Fork 34.5 kilovolt transmission line, the 
600 kilovolt-amperes substation at Little Fork, and the 600 kilovolt-amperes sub- 
station at Big Falls, all hereinbefore referred to are primary transmission 
facilities and when constructed should be included in the license for project 
No. 2089. 

(10) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Border Counties Power Cooperative, Inc., of 
Warroad, Minn., under section 4 (e) of the act for a period of 50 years, effective 
as of the first day of the month in which the acceptance hereof is filed with 
the Commission, for the operation and maintenance of project No. 2089, on 
Big Fork River, a navigable waterway of the United States, subject to the 
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terms and conditions of the act which are incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the act. 

(B) This license shall also be subject to the terms and conditions set forth 
in form L-3 entitled “Terms and conditions of license for constructed major 
project affecting navigable waters of the United States,” which terms and con- 
ditions described as articles 1 through 17 are attached hereto and made a part 
hereof, and subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 18. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structures 
in the interests of fish and wildlife resources as may be hereafter prescribed by 
the Commission upon the recommendation of the Secretary of the Interior. 

Article 19. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (800 horsepower) plus 21%4 cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

Article 20. Whenever the Big Falls-Little Fork 34.5 kilovolt transmission line 
and substations at Big Falls and at Little Fork are constructed, they shall be 
included in the license as part of the project and the licensee for that purpose 
shall file within 6 months after their completion an application for amendment 
of this license complete with exhibits F, K, L and M prepared in accordance 
with the Commission’s rules and regulations. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are hereby approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 
















Adopted: November 25, 1952. Issued: December 3, 1952. 


Order issuing new license (major) 
Pend Oreille Mines & Metals Co. 


Project No. 1393 





Application was filed April 22, 1952 by Pend Oreille Mines & Metals Co., 
of Spokane, Wash., for license under the Federal Power Act (hereinafter re- 
ferred to as the act) for constructed major project No. 1393, known as the 
Metaline Falls development, located on the Pend Oreille River, formerly called 
Clark Fork of Columbia River, navigable waters of the United States, in Pend 
Oreille County, Wash., and affecting public lands and lands of the United States 
within the Kaniksu National Forest. 

For the reason that projects are being considered for construction which will 
more completely utilize the water resources of the section of the Pend Oreille 
River in which this project is located and which will inundate the applicant's 
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project, three 5-year licenses have been issued to the applicant, although in 
each application for license a longer period has been requested. The last license 
expired July 15, 1952. 

The project consists of : 

(a) All lands constituting the project area and inclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of license No. 3 as amended and which are 
designated and described as follows: 

Ezhibits J and K.—Sheets A, B and 1 (F. P. C. Nos. 1393-4, -5 and -6). Maps 
and plans in three sheets showing location, project boundary, and transmission 
lines of Metaline Falls project, signed by Lewis P. Larsen, president, on August 
10, 1938, and reapproved by the Commission on December 29, 1942 and March 16, 
1948. Sheets B and1 (F. P. C. Nos. 1393-5 and -6) revised and reapproved by the 
Commission on December 6, 1949. 

(b) Project works, already constructed and known as the Metaline Falls 
development, consisting of an intake above Metaline Falls; a 20-foot by 20-foot 
diversion tunnel about 600 feet long; a powerhouse located immediately below 
Metaline Falls having an installed capacity of 4,000 horsepower in two units 
of equal size; transmission lines from the powerhouse to several mines and 
concentrating plants ; and appurtenant electrical equipment ; the location, nature, 
and character of which are more specifically shown and described by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of 
license No. 3, as amended, and which are designated and described as follows: 

Evrhibit L.—Plans in six sheets signed on August 10, 1938, by Lewis P. Larsen, 
president, and reapproved by the Commission on December 29, 1942, and March 
16, 1948, with Sheets 6 and 9 revised and reapproved by the Commission on 
December 6, 1949 Sheets 2 and 3 (F. P. C. Nos. 1393-7 and -8) Drawings in 
two sheets showing elevations of powerhouse structure. Sheet 6 (F. P. C. 
No. 1393-11) Drawing in one sheet showing plan of generator room. Sheet 
8 (F. P. C. No. 1893-13) Drawing in one sheet showing cross-sections through 
powerhouse and tunnel. Sheet 9 (F. P. C. No. 1393-14) Drawing in one sheet 
showing longitudinal section through powerhouse. Sheet 12 (F. P. C. No. 
1393-17) Drawing in one sheet showing miscellaneous sections through head 
gate structures. 

Erhibit M.—EHight typewritten pages entitled, “Description of mechanical, 
electrical, and transmission equipment,” signed by Lewis P. Larsen, president, 
and received in the Commission November 26, 1938 and reapproved by the Com- 
mission on December 29, 1942 and March 16, 1948. 

Exhibit M-2.—Six typewritten pages entitled “General description and gen- 
eral specifications of mechanical, electrical and transmission equipment and 
appurtenances,” signed Pend Oreille Mines & Metals Co. by Lewis P. Larsen, 
president, on February 28, 1949. 

(ce) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part, whether located on or off the project area, if and to the 
extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the 
use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 
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The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kaniksu National Forest, has reported on the application, 
as has the Chief of Engineers, Department of the Army, an Assistant Secretary 
of the Interior, and the Department of Fisheries, State of Washington. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Washington, and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a new license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes of any reservation or with- 
drawal of public lands, or with the purposes for which the Kaniksu National 
Forest was created or acquired. 

(4) Inasmuch as the project does not develop the full head and storage 
possibilities of the site (although such development meets present needs in 
an economical manner and assists a subsequent development by building up 
an industry and increasing the market for power), the period of the license 
should be fixed at 5 years instead of 35 years as requested by the applicant. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installation horsepower capacity of the project hereinafter author- 
ized is 4,000 horsepower, and the energy generated thereby is used by the appli- 
eant for industrial purposes at its several mines and concentrating plants lo- 
cated in the vicinity of the project. 

(7) The transmission lines referred to in paragraph (b) above are primary 
lines as the term is defined in Section 3 (11) of the act and should be included 
in the new license. 

(8) The amount of annual charges to be paid under the new license for the 
purposes of reimbursing the United States for the costs of administration of 
Part I of the act, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands, including transmission line rights-of-way, is reasonable as 
hereinafter fixed and specified. 

(9) The exhibits designated as described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be reapproved 
as part of the new license for the project. 

The Commission orders: 

(A) This new major license is issued to Pend Oreille Mines & Metals Co., under 
sections 4 (e) and 15 of the act, for a period of 5 years, effective as of July 16, 
1952, for the operation and maintenance of constructed project No. 1393, sub- 
ject to the terms and conditions of the act which is incorporated by reference as 
a part of this license, and subject to such rules and regulations as the Commis- 
sion has issued or prescribed under the provisions of the act. 

(B) This new license is also subject to the terms and conditions set forth in 
form L-5, entitled “Terms and conditions of license for constructed major project 
affecting navigable waters and lands of the United States,” which terms and 
conditions, described as articles 1 through 26 therein, are attached hereto and 
made a part hereof, except for article 23 thereof; and subject to the following 
special conditions set forth herein as additional articles: 

Article 27. The right, power, and authority is reserved to the Commission to 
issue a license to construct, operate and maintain a hydroelectric project which 
304039—57——_96 
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will more completely utilize the water resources of the section of Pend Oreille 
River in which this project is located. 

Article 28. The acceptance of this license by the licensee shall constitute its 
stipulation, consent and agreement made upon its own behalf and upon the 
behalf of its successors and assigns for the benefit of the United States or the 
person or persons hereafter constructing, operating and maintaining such more 
complete hydroelectric project or his or their successors and assigns, that said 
licensee, its successors or assigns shall not be entitled to any compensation for 
damages sustained by reason of inundation or destruction of the project or proj- 
ect works, provided said licensee, its successors or assigns shall be entitled to 
receive from said more complete hydroelectric development an amount of elec- 
tric capacity and energy equal to that generated by this project before sur- 
render of said license at rates to be fixed by duly constituted authority. 

Article 29. The licensee shall install and maintain at the intake of the project 
tunnel such fish guard or screen as may be hereafter prescribed by the Commis- 
sion upon the recommendation of the Secretary of the Interior, and the Depart- 
ments of Fisheries and Game of the State of Washington. 

Article 30. The licensee shall, within a reasonable time following receipt of 
written notice from the Secretary of the Interior, modify the construction of or 
relocate the lines covered by this license, without liability or expense to the 
United States as may be necessary to permit crossings of the right-of-way of 
the United States with transmission or distribution lines. 

Article 31. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the act, 1 cent per horsepower on the authorized installed 
eapacity (4,000 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way, $1.32; and 

(iii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands used for transmission-line right-of-way only, $8.16. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Adopted: November 25,1952. Issued: December 8, 1952. 





Order amending order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-1879 


On July 25, 1952, the Commission issued its opinion and order, 11 F. P. C. 227, 
which, among other things, issued a certificate of public convenience and neces- 
sity to United Gas Pipe Line Co., pursuant to its application at docket No. 
G-1879, subject to certain conditions therein set forth. Among other things, 
this order provided that: 
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(J) As a condition attached to the exercise of the rights granted under 
the certificate issued herein at docket No. G--1879, United shall: 

* * * & x 

(2) Unless otherwise ordered by the Commission for good cause shown, 
commence construction of all facilities herein authorized by said certificate 
at such time, and such construction shall be so completed, as will permit 
all such facilities being placed in operation within four months from the 
date of issuance of the certificate to Southern Natural (Gas Co.) pursuant 
to its application at docket No. G—1676, if said certificate is hereafter 
granted. 

Thereafter, by order issued September 4, 1952, a certificate was granted to 
Southern Natural pursuant to its application at docket No. G—-1676. Thus, the 
above-quoted condition in the order issued July 25, 1952, would require United 
to complete its proposed facilities by January 4, 1953. 

United, on October 6, 1952, filed an application for amendment of sub- 
paragraph “(J) (2)” of the order issued July 25, 1952, to provide that the 
facilities authorized at docket No. G-1879 shall be completed and placed in 
operation on or before November 1, 1953. In support of such application it is 
stated that the facilities constructed by United pursuant to the certificate issued 
at docket No. G—1447, together with the installation of an 8,000 horsepower 
compressor station at Jackson, Miss., as authorized at docket No. G-1879, which 
United estimates will be completed and in operation by April 1, 1953, will pro- 
vide sufficient capacity to meet demands on United in the summer of 1953, in- 
cluding the requirements of Southern Natural at the Kosciusko, Miss., delivery 
point through October 31, 1953. United further states that the other facilities 
authorized at docket No. G—1879 will be completed by October 31, 1953. 

A copy of said application for amendment was duly served on other parties 
to the proceedings at docket No. G-1879. In its answer filed October 17, 1952, 
Southern Natural states that it has no objections to the amendment of the 
certificate as requested by United “inasmuch as Southern expects that, barring 
emergency or unforeseen developments, it may not require delivery by applicant 
(United) of the entire quantity of gas authorized under the certificate issued 
herein in order to supply the gas requirements of its customers prior to November 
1, 1953.” No other party filed an answer to United's application. 

The Commission orders: 

Subparagraph (2) of paragraph (J) of the order issued herein on July 25, 1952, 
be and it is hereby amended to read as follows: 

(2) Unless otherwise ordered by the Commission for good cause shown, 
commence construction of all facilities herein authorized by said certificate 
at such time, and such construction shall be so completed, as will permit 
all such facilities being placed in operation on or before November 1, 1953. 


Adopted: November 25, 1952. Issued: November 26, 1952. 





Findings and order issuing certificates of public convenience and necessity, 
modifying certificate of public convenience and necessity and authorizing and 
approving abandonment of facility 


The Manufacturers Light & Heat Co. and Cumberland & Allegheny Gas Co. 
Docket Nos. G-1732, G—2028 


On August 14, 1952, the Manufacturers Light & Heat Co. (Manufacturers) and 
Cumberland & Allegheny Gas Co. (Cumberland) (hereinafter sometimes referred 
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to as applicants) filed a joint application in docket No. G—2028, which was sup- 
plemented on October 7, 1952, for certificates of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of four different items of natural-gas transmission pipeline facilities, 
all as more fully set forth in said joint application. Manufacturers also re- 
quests an order pursuant to section 7 (b) of the Natural Gas Act authorizing 
and approving the abandonment of a certain natural-gas transmission facility, 
as fully described in said joint application. 

Temporary authorization to construct and operate the items described as job 
Nos. 1, 2, 4, and 5 in said joint application was granted on November 3, 1952. 

On October 7, 1952, Manufacturers filed a petition for modification of the 
Commission’s order issued on October 4, 1951, in docket No. G-1732, issuing a 
certificate of public convenience and necessity authorizing the construction and 
operation of certain natural-gas transmission facilities and authorizing and 
approving the abandonment of certain natural-gas transmission facilities, to 
delete from said certificate certain natural-gas facilities described in its appli- 
cation in docket No. G-1732 as job 16. 

By order issued on November 4, 1952, the Commission consolidated the above- 
entitled proceedings for purpose of hearing. Pursuant to due notice, a public 
hearing in the consolidated proceedings was held in Washington, D. C., on 
November 21, 1952, respecting the matters involved and the issues presented by 
said application and petition. No protest to the application or petition has 
been received. 

Manufacturers proposes four separate jobs. Job No. 1 is a proposal to replace 
approximately 6,820 feet of 6-inch, 3,160 feet of 8-inch and 3,600 feet of 3-inch 
branch transmission pipeline now serving Weirton, W. Va., with approximately 
9,240 feet of 12-inch gas transmission pipeline. The existing facilities are shown 
by the record to have a maximum daily capacity of 4,200 M. c.f. The anticipated 
peak day load on said facilities during the winter of 1952-1953 is estimated to 
be 6,076 M. c. f. The peak day requirements through the proposed facilities for 
1954-1955 are estimated to be 8,566 M. c. f. The proposed facilities will have 
an estimated maximum capacity to deliver approximately 23,500 M. c. f. of 
natural gas per day. 

In its petition for modification filed in docket No. G-1732, Manufacturers pro- 
poses the substitution of job No. 1 in docket No. G—2028 for job 16 heretofore 
authorized in docket No. G-1782. Such proposal would result in the installation 
of 12-inch pipe in lieu of 8-inch pipe in the main transmission line of Manu- 
facturers and provide for additional capacity required to meet the needs of the 
city of Weirton, W. Va., beyond the winter of 1952-1953. Accordingly, Manu- 
facturers proposes that the certificate issued to it in docket No. G-—1732 be 
amended to eliminate therefrom authorization to construct the facilities de- 
scribed in its application therein as job 16." 

Job No. 2 by Manufacturers is a proposal to replace an existing 10-inch pipe- 
line having a capacity limited to approximately 13,500 M. c. f. per day with 
approximately 4.4 miles of 16-inch pipe to provide an estimated daily capacity of 
46,000 M. c.f. By means of such replacement Manufacturers proposes to increase 
the capacity of its existing system serving the city of Wheeling, W. Va., and 
thereby enable it to meet at estimated 1952-1953 winter peak day requirement 
in that area in excess of 62,000 M. c. f. 


2 This consists of 3,785 feet of 4-inch and 7,251 feet of 8-inch line to replace 3,830 feet 
of 83-inch and 6,500 feet of 6-inch line near Weirton, estimated in docket No. G—1732 to 
cost approximately $64,000. 
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Job No. 3 by Manufacturers is a proposal to abandon and remove one 80 horse- 
power compressor unit at its existing Sedalia compressor station. Said unit 
is not considered usable at the present location due to depletion of the local 
gas field from which it pumps gas into the system of Manufacturers. Manu- 
facturers proposes to re-install said unit in another station as a prime mover 
of auxiliary equipment, but not for purposes of compressing natural gas. 

Job No. 4 by Manufacturers is a proposal to construct and operate approxi- 
mately 2.04 miles of 8inch loop pipeline paralleling a section of its existing 
6-inch line No. 7174 serving Allenport, Pa. These facilities are proposed to 
enable Manufacturers to serve the peak day requirement of Allenport for the 
winter of 1952-1953, which is estimated to be 8,830 M. c. f. 

Job No. 5 is a proposal by Cumberland to replace approximately 3 miles of 
existing 2-inch and 3-inch pipeline between Albright and Kingwood, W. Va., 
with an equal length of 4-inch pipe. These facilities are proposed to increase 
the capacity of existing facilities from an estimated 406 M. c. f. to approximately 
2,100 M. c. f. per day in order to meet the estimated peak day requirements of 
the Kingwood area during the 1952-1953 winter and thereafter. The record 
shows that approximately 1,012 M. c. f. per day is required between Albright 
and Kingwood to meet estimated 1952-1953 peak day requirements. 

The total estimated net capital cost of the facilities proposed by Manufacturers 
is $428,426, and $45,566 for those proposed by Cumberland. Applicants propose 
to finance such costs with funds provided by their parent company, the Columbia 
Gas System, Inc. 

The Commission finds: 

(1) Manufacturers, a Pennsylvania corporation, and Cumberland, a West Vir- 
ginia corporation, both having their principal place of business in Pittsburgh, 
Pa., are engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and each is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its orders of 
August 31, 1943, in docket No. G-496, 3 F. P. C. 1079, and of December 28, 1943, 
in docket No. G-387, 4 F. P. C. 472. 

(2) The facilities hereinbefore described which Manufacturers and Cumber- 
land propose to construct and operate are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and the construc- 
tion and operation thereof by Manufacturers and Cumberland are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) The facility hereinbefore described which Manufacturers proposes to 
abandon and remove is used for the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
Manufacturers’ existing natural-gas transmission pipeline system, and the aban- 
donment and removal thereof by Manufacturers are subject to the requirements 
of section 7 (b) of the Natural Gas Act. 

(4) The proposed construction and operation of the replacement facilities 
hereinbefore described, by Manufacturers and Cumberland, are required by 
the public convenience and necessity and a certificate therefor should be granted 
as hereinafter ordered and conditioned. 

(5) The proposed abandonment and removal of the facility hereinbefore 
described, by Manufacturers, is permitted by the public convenience and neces- 
sity, and permission and approval thereof should be granted as hereinafter 
ordered and conditioned. 
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(6) It is appropriate and in the public interest that the order of the Com- 
mission issued on October 4, 1951 in docket No. G-7132, 10 F. P. C. 1416, be 
amended to eliminate therefrom the facilities described in the application filed 
therein as job 16, consisting of approximately 3,785 feet of 4-inch and 7,251 feet 
of 8-inch pipeline to replace approximately 3,830 feet of 3-inch and 6,500 feet of 
6-inch pipe near Weirton, W. Va. 

(7) Applicants having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to the Manufacturers Light and Heat Co. authorizing the construction 
and operation of the facilities hereinbefore described which are proposed to 
replace existing facilities, all as more fully described in the application filed 
in docket No. G-2028, as supplemented, for the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The order of the Commission issued on October 4, 1951, in docket No. 
G-17382, 10 F. P. C. 1416, be and the same hereby is amended to eliminate there- 
from the authorization to construct and operate the facilities described in the 
application filed therein as job 16, consisting of approximately 3,785 feet of 4-inch 
and 7,251 feet of 8-inch pipeline to replace approximately 3,830 feet of 3-inch 
and 6,500 feet of 6-inch pipe near Weirton, W. Va. 

(C) Manufacturers be and it hereby is granted permission and approval to 
abandon the facility hereinbefore described, all as more fully described in the 
application as supplemented in docket No. G—2028, upon the terms and cenditions 
of this order. 

(D) A certificate of public convenience and necessity be and the same hereby 
is issued to Cumberland and Allegheny Gas Co. authorizing the construction and 
operation of the faciliites hereinbefore described which are proposed to replace 
existing facilities, all as more fully described in the application filed in docket 
No. G—2028, as supplemented, for the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(E) The following condition be and the same hereby is attached to the issuance 
of each of the certificates issued to The Manufacturers Light and Heat Co. and 
Cumberland and Allegheny Gas Co. in paragraph (A) and paragraph (D), 
respectively, of this order : 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of 
this order, if any, or within 30 days from the date on which any such application 
may be deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance may be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 

(F) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under each of the certificates issued in paragraph 

(A) and paragraph (D) of this order: 
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(1) The construction of facilities hereby authorized shall be completed and 
actual performance by applicant of the operations hereby authorized shall be 
undertaken and regularly performed by applicant within 120 days from the date 
of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after the bona fide beginning of construction of the facil- 
ities hereinbefore described, notice of the date of such beginning; 

(ii) 2 months after the date of issuance of this order, a progress report showing 
the exact status of authorized construction; 

(iii) within 10 days after the facilities hereby authorized have been con- 
structed and placed in service, notice of such placement ; and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in service, and the operations hereby authorized have 
commenced, a statement showing the actual cost of constructing said facilities 
by operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest 
during construction, and all other items of cost, together with a statement 
showing and explaining the cause for any difference between the actual cost 
and estimates of cost relied upon by each applicant in these proceedings. 

(3) The certificates issued to applicants in paragraph (A) and paragraph 
(D) of this order are not transferable in any manner and each shall be effective 
only so long as applicant continues the operations authorized by this order and 
in accordance with the provisions of the Natural Gas Act, as well as applicable 
rules, regulations, and orders of the Commission. 

(G) The following condition be and the same hereby is attached to the author- 
ization permitting and approving the abandonment of the facility hereinbefore 
described, granted to the Manufacturers Light and Heat Co. in paragraph (C) 
of this order: 

The Manufacturers Light and Heat Co. shall file with the Commission, in writ- 
ing and under oath, an original and four conformed copies of a statement setting 
forth the date on which such facility was abandoned and operations by means 
thereof were discontinued. 


Adopted: November 25, 1952. Issued: November 28, 1952. 





Interim order granting request for modification of order issuing certificate of 
public convenience and necessity 


Atlantic Seaboard Corp. 
Docket No. G-1175 


On April 8, 1952, Atlantic Seaboard Corp. (Atlantic Seaboard) filed an appli- 
cation in docket No. G—-1175, requesting an amendment of the Commission’s order 
dated July 26, 1949, issuing a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, to remove a limitation of 70,000 M. c. f. 
per day of natural gas as the maximum volume which Atlantic Seaboard is author- 
ized to sell and deliver to Consolidated Gas, Electric Light and Power Co. of 
Baltimore (Consolidated), and to file a new service agreement with Consolidated. 

On October 24, 1952, Atlantic Seaboard filed with the Commission telegraphic 
request for a temporary suspension of said limitation contained in the Commis- 
sion’s order dated July 26, 1949, pending final determination of its said request 
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for amendment of said order, to permit delivery of up to 85,000 M. c. f. per day of 
natural gas to Consolidated to enable Consolidated to meet estimated peak day 
requirements of its system during the 1952-1953 winter season. Consolidated, 
by telegram dated October 24, 1952, joined in said telegraphic request filed by 
Atlantic Seaboard. 

On November 10, 1952, the Public Service Commission of West Virginia in- 
formed the Commission by telegram that in view of continued restrictions on the 
use of gas in the Appalachian area, it opposes the lifting of the limitation imposed 
in the Commission’s order dated July 26, 1949. 

Pursuant to an order of the Commission issued on May 27, 1952, the proceeding 
in docket No. G-1175 upon the application of Atlantic Seaboard was consolidated 
with certain other proceedings involving common questions of law and fact, for 
purpose of hearing, and June 23, 1952 was fixed as the date for hearing in said 
consolidated proceedings to commence. Hearings therein were concluded on July 
8, 1952, and these matters are presently pending before a presiding examiner 
for decision. 

Included in the proceedings which were consolidated by the said order issued 
on May 27, 1952, is docket No. G-1850, upon an application filed by Atlantic Sea- 
board on December 10, 1951 for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of certain compressor facilities to increase the capacity of its existing 
transmission system by approximately 25,400 M. ec. f. per day to enable it to trans- 
port increased volumes of natural gas for the increased demands of, among others, 
Consolidated. 

Pursuant to telegraphic requests made on August 1, 1952 and August 4, 1952 
by Atlantic Seaboard, the Commission on August 20, 1952 granted temporary 
authorization to construct and operate 7,640 horsepower compressor facilities as 
described in its application, as amended, in docket No. G-1850, without prejudice 
to such disposition of said application, as amended, as the record in said pro- 
ceeding may warrant. 

It appears that, by means of the additional facilities for the construction and 
operation of which temporary authorization of August 20, 1952 was granted, 
Atlantic Seaboard will be enabled to increase its total daily deliveries of natural 
gas to Consolidated by approximately 15,000 M. c.f. It also appears that the esti- 
mated peak-day requirements of Consolidated during the 1952-1953 winter season 
are reasonable, and such requirements will be approximately 85,000 M. c. f. 

The Commission finds: 

Pending decision by the presiding examiner on the application filed by Atlantic 
Seaboard on April 8, 1952 in docket No. G-1175 requesting an amendment of the 
Commission’s order issued July 27, 1949, 8 F. P. C. 1021, issuing a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
said order should be temporarily modified as hereinafter ordered. 

The Commission orders: 

Pending decision by the presiding examiner on the application filed by Atlantic 
Seaboard Corporation on April 8, 1952 in docket No. G-1175 requesting an amend- 
ment of the Commission’s order issued July 27, 1949, 8 F. P. C. 1021, and without 
prejudice to such decision or to any further action which the record herein may 
warrant, said order issued July 27, 1949 be and the same hereby is temporarily 
amended by substituting in paragraph (A) of said order for the words “a maxi- 
mum of 70,000 M. c. f. of natural gas per day,” the words “a maximum of 85,000 
M. ec. f. of natural gas per day.” 


Adopted: November 25, 1952. Issued: December 1, 1952. 
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Order permitting change in presently effective rate schedule during suspension 
period and suspending proposed new tariff sheets 


Alabama-Tennessee Natural Gas Co. 


Docket No. G—2096 


The Commission, by order issued September 16, 1952, suspended and deferred 
the use of Alabama-Tennessee Natural Gas Company’s (Alabama-Tennessee) 
proposed third revised sheet No. 4 and first revised sheets Nos. 5, 6, and 7 to its 
F. P. C. gas tariff, original volume No. 1, until February 18, 1953, and until such 
further time thereafter as said proposed sheets might be made effective in the 
manner prescribed by the Natural Gas Act, and ordered that a public hearing 
concerning the lawfulness of Alabama-Tennessee’s proposed tariff sheets be held 
upon a date to be fixed by further order of the Commission. 

On October 31, 1952, Alabama-Tennessee filed original sheets Nos. 7-A and 
7-B to its F. P. C. gas tariff, original volume No. 1, which was continued in ef- 
fect by the suspension referred to, proposing to change its single general service 
rate schedule G-1 by instituting a penalty of $10.00 per M. c. f. of gas taken with- 
out prior approval in excess of 1 percent over the contracted maximum daily 
delivery obligation. 

The proposed penalty provision is alleged to be modeled after the provision 
of Alabama-Tennessee’s supplier, Tennessee Gas Transmission Co., and Ala- 
bama-Tennessee states that the proposed provision is necessary because the sum 
of its maximum delivery obligations under all of its gas sales contracts approxi- 
mates the amount available to it under its supply contract. Therefore, it is 
further alleged that the penalty provision is a necessary policing measure. 

The penalty provision would apply only to wholesale customers receiving about 
18,165 M. c. f., or 57.5 percent of the total available supply of 31,565 M. c. f., 
whereas the remainder of 17,250 M. c. f. is sold to customers who, it appears, 
would not be subject to the penalty. The penalty provision may, therefore, re- 
sult in discrimination against the wholesale customers. Furthermore, discrimi- 
nation between customers to whom the penalty provision would apply may result 
from the fact that no basis is stated upon which Alabama-Tennessee’s approval 
for over-runs is to given nor how a buyer may qualify for such approval. 

Six customer-companies have protested the proposed penalty provision, assert- 
ing that the proposed penalty provision is excessive, that their present maximum 
entitlements are insufficient to meet their estimated requirements, and that for 
small customers with little load diversity the proposed penalty could be finan- 
cially disastrous. 

The proposed-penalty provision has not been shown to be justified and may be 
unjust, unreasonable, unduly discriminatory or preferential or otherwise un- 
lawful. 

The Commission finds: 

(1) Special permission should be granted for the filing of said proposed 
original sheets Nos. 7-A and 7-B to Alabama-Tennessee’s F. P. C. gas tariff, 
original volume No. 1, in accordance with section 154.66 (c) of the Commission’s 
rules. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing, pursuant to the authority contained in section 4 of such act, concern- 
ing the lawfulness of Alabama-Tennessee’s F. P. C. gas tariff, original volume 
No. 1, as proposed to be amended by said original sheets Nos. 7-A and 7-B, and 
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that said sheets be suspended as hereinafter provided and the use thereof be 
deferred pending hearing and decision thereon. 

The Commission orders: 

(A) Alabama-Tennessee be and it is hereby permitted to file original sheets 
Nos. 7-A and 7-B to Alabama-Tennessee’s F. P. C. gas tariff, original volume 
No. 1. 

(B) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place to be fixed by further order of the 
Commission concerning the lawfulness of Alabama-Tennessee’s F. P. C. gas tariff, 
original volume No. 1, as proposed to be amended by the aforesaid original sheets 
Nos. 7—A and 7-B. 

(C) Pending such hearing and decision thereon, Alabama-Tennessee’s F. P. C. 
gas tariff, original volume No. 1, as proposed to be amended by said original 
sheets Nos. 7-A and 7—B, be and the same are hereby suspended and the use 
thereof deferred until May 1, 1953, and until such further time thereafter as said 
proposed sheets may be made effective in the manner prescribed by the Natural 
Gas Act. 

(D) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission's rules and practice 
and procedure. 

(BE) The effective date of this order shall be November 28, 1952. 

Adopted: November 28,1952. Issued: December 2, 1952. 


Order allowing rate schedule to take effect, amending order issuing a certificate 
of public convenience and necessity and issuing certificate of public convenience 
and necessity 

United Gas Pipe Line Co. 


Docket No. G-1447 


On August 21, 1952, United Gas Pipe Line Co. (applicant), a Delaware cor- 
poration having its principal place of business at Shreveport, La., filed an applica- 
tion for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing the transportation and sale of natural gas 
on a temporary basis during an interim period to Texas Gas Transmission Corp. 
(Texas Gas) pending completion of certain facilities by the latter. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 26, 1952, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The record shows that in the order accompanying the opinion, in docket No. 
G—1447, 10 F. P. C. 35, issued February 27, 1951, applicant was granted authority 
to construct the facilities which would be used to transport the volumes of gas 
involved in this application. 

In addition, the record shows that in the order accompanying the opinion, in 
Docket No. G-1847, 11 F. P. C. 227, issued July 25, 1952, Texas Gas was author- 
ized to construct and operate certain facilities and to make certain deliveries and 
sales of gas. In the same order, in docket No. G—1869, applicant was authorized 
to deliver and sell up to 200,000 M. c. f. of gas a day to Texas Gas. 

The record further shows that paragraph (I) of the order accompanying the 
opinion, 11 F. P. C. 227, required that applicant file a single rate to cover all 
deliveries and sales to Texas Gas, including the additional sales therein au- 
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thorized. Such rate is not to take effect until the completion by Texas Gas of 
the facilities authorized in docket No. G-1847, which applicant estimates will 
not be completed before July, 1953, and the deliveries and sales for which 
authority is herein requested will cover the period up until the completion and 
operation of those facilities. Applicant has submitted a proposed rate filing, 
denominated “PL-E,” to apply to said proposed deliveries and sales. This pro- 
posed rate is 16.77 cents per M. c. f. There is no demand charge or minimum 
bill. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Shreveport, La., owns and operates a natural-gas transmission pipeline system 
and by such operations is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in its 
order of November 10, 1942, in docket No. G—232, 3 F. P. C. 863. 

(2) The transportation and sale hereinbefore described will constitute trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and such transportation and sale by applicant is sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed transportation and sale by applicant are required by the 
public convenience and necessity; and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Good cause has been shown that United Gas Pipe Line Co. rate schedule 
PL-E be allowed to take effect as of the date of issuance of this order. 

(6) The order accompanying the opinion, 10 F. P. C. 35, which, inter alia, dis- 
posed of the proceedings in docket No. G—1447, should be amended so far as incom- 
sistent with any provisions of this order and so far as necessary to effectuate 
any provisions of this order. 

(7) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.82 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to transport and sell natural gas as here 
inbefore described, all as more fully described in the application in this pro- 
ceeding, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) The following condition be and the same is hereby attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force and effect unless accepted in 
writing by United Gas Pipe Line Co. within 30 days from the date of issuance 
of this order. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the notice of the date of commencement 
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of the transportation and sale herein authorized, and within ten days after such 
commencement. 

(2) This certificate shall be in force and effect only until such time as the 
commencement of the operations authorized in the order accompanying the 
opinion, 11 F. P. C. 227, in docket Nos. G-1847 and G—1869, issued July 25, 1952, 
and after the commencement of such operations this certificate shall be void and 
of no effect. 

(3) The certificate hereby issued is not transferable and shall be effective 
only so long as United Gas Pipe Line Co. continues the operations hereby au- 
thorized in accordance with the provisions of the Natural Gas Act and any 
pertinent rules, regulations and orders heretofore or hereafter issued by the 
Commission. 

(D) The order accompanying the opinion, 10 F. P. C. 35, issued February 27, 
1951, so far as it relates to the proceedings in docket No. G—1447, be and the 
same is hereby amended so far as inconsistent with any provisions of this order 
and so far as necessary to effectuate any provisions of this order. 

(EB) United Gas Pipe Line Co. rate schedule PL-B, temporary or emergency 
pipeline service, is hereby allowed to take effect as of the date of issuance of 
this order. 

(F) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, charge, classification, or any 
rule, regulation, or practice affecting service provided for in the aforesaid agree- 
ment; nor shall this order be deemed as recognition of any claimed contractual 
right or obligation affecting or relating to such service or rate. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now pend- 
ing, or hereafter instituted by or against the applicant. 


Adopted: November 28, 1952. Issued: December 1, 1952. 


Order denying application for rehearing and stay 


Warwick Gas Corp., Bangor Gas Co., Citizens Gas Co., Pen Argyl Gas Co., 
Crystal City Gas Co., and New River Gas Co. 


Docket Nos. G—1476, G-1479, G-1480, G-1481, G-1501, and G-1514 


On October 30, 1952, the Manufacturers Light and Heat Co., respondent at 
docket Nos. G—1479 and G—1480, and Home Gas Co., respondent at docket Nos. 
G-1476 and G—1501 (Columbia companies), filed a joint application and peti- 
tion for reconsideration and vacation or, in the alternative, for a rehearing of 
the order issued October 3, 1952, modifying and affirming as modified the initial 
decision of the presiding examiner filed herein on August 1, 1952; and of such 
decision. Columbia companies are subsidiaries of the Columbia Gas System, 
Inc. (System). Also, Columbia companies request that the Commission stay said 
order and decision pending action on the application and pending reconsideration 
and rehearing. 

By the foregoing order, the Commission required Columbia companies, pur- 
suant to the provisions of section 7 (a) of the Natural Gas Act, to establish 
physical connection of their transportation facilities with those proposed by 
Bangor Gas Co. (Bangor), Citizens Gas Co. (Citizens), and Crystal City Gas Co. 
(Crystal City), at docket Nos. G—-1479, G-1480, and G—1501, respectively. Colum- 
bia companies were also required to deliver and sell, subject to certain condi- 
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tions, up to 541 M. c. f. per day to Bangor, up to 428 M. c. f. per day to Citizens, 
and up to 750 M. c. f. per day to Crystal City—a total of 1,719 M. c. f. per day. 
Such volumes represent the fifth-year requirements of such section 7 (a) ap 
plicants. 

Columbia companies contend that the Commission does not have legal authority 
or jurisdiction to issue such an order under the provisions of the act. Section 
7 (a) thereof provides: 


Whenever the Commission, after notice and opportunity for hearing, finds 
such action necessary or desirable in the public interest, it may by order 
direct a natural-gas company to extend or improve its transportation facili- 
ties, to establish physical connection of its transportation facilities with the 
facilities of, and sell natural gas to, any person or municipality engaged or 
legally authorized to engage in the local distribution of natural or artificial 
gas to the public, and for such purpose to extend its transportation facilities 
to communities immediately adjacent to such facilities or to territory served 
by such natural-gas company, if the Commission finds that no undue burden 
will be placed upon such natural-gas company thereby: Provided, That the 
Commission shall have no authority to compel the enlargement of transporta- 
tion facilities for such purposes, or to compel such natural-gas company to 
establish physical connection or sell natural gas when to do so would im- 
pair its ability to render adequate service to its customers. 


The Commission’s order “would obviously result,” Columbia companies say, “in 
an impairment of the ability of Columbia companies to render adequate service 
to their customers.” 

The Commission has found that Columbia companies may take on these addi- 
tional customers without impairing adequate service to their other customers. 
We also concluded that the interconnections sought were “necessary and desirable 
in the public interest.” Further, we found that “no undue burden” would there- 
by be placed on Columbia companies, “no enlargement” of their transportation 
facilities would be compelled, and “no impairment” would be imposed on their 
ability to render adequate service to their customers. 

Columbia companies assert that the word “customers”, which appears as the 
last word in section 7 (a), is not limited to present customers, but includes 
“future” customers as well. Acceptance of this principle would, it may be pre- 
liminarily noted, serve largely to nullify the clear purpose of section 7 (a). For 
it would seemingly vest in the natural-gas company the right to decline com- 
pliance with an order thereunder wherever it could show that the potential needs 
of all unserved but potential “customers” produced a total volume in excess of 
that required by the section 7 (a) order. Even a most casual reading of section 
7 (a), however, suffices to demonstrate the legislative purpose to deny to a 
natural-gas company such freedom of customer selection by authorizing the Com- 
mission to determine whether, under the standards of that section, an unserved 
but potential “customer” shall be allowed the service he seeks. 

Moreover, this contention of Columbia companies would require a rewriting 
of section 7 (a). To accept it, we would have to hold that the word “customers” 
as there used includes not only those who in fact have that status but also any 
who in the future might acquire it. This is contrary to our understanding of the 
plain words of the act. But even if this were not so, any doubt would be re- 
moved by an examination of the legislative history of section 7 (a). 

This history convincingly shows that the word “customers” means present 
customers. The forerunner of the section first appeared in H. R. 11662, 74th 
Congress, 2d session (Mar. 6, 1936). It was also designated section 7 (a). 
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Except for punctuation, the “impairment” proviso as it appeared there was prac- 
tically identical with that contained in the act. When section 7 (a) appeared in 
H. R. 12680, 74th Congress, 2d session (May 12, 1936), the “impairment” proviso 
was also practically identical with the existing language. House Report No. 
2651, which accompanied H. R. 12680, stated, among other things, with respect 
to section 7 (a), that it: 


* * * does not give the Commission authority to compel such extension or 
establishment of physical connection when to do so would impair the ability 
of the natural-gas company to render adequate service to its existing 
customers * * *, [Emphasis supplied.] 


The language and punctuation of section 7 (a) appearing in H. R. 6586, 75th 
Congress, Ist session (Apr. 22, 1937), the bill which became the act, was identical 
with that of section 7 (a) as it stands in the statute. In House Report No. 2651, 
accompanying H. R. 6586, the Committee on Interstate and Foreign Commerce, in 
explaining the “impairment” proviso, used the same language as found in House 
Report No. 2651, quoted above. 

Also, Columbia companies contend that service to present retail and whole- 
sale customers of System is now impaired and would be still further impaired 
by the Commission’s order. This contention is bottomed upon the oft-repeated 
assertion that System is unable to supply the full legitimate year round and 
peak requirements of its existing customers until 100 percent saturated, i. e., 
all potential requirements of existing customers, and accordingly, so the argu- 
ment runs, its service is inadequate. Yet the record shows that System was 
able to meet the actual requirements of its retail and wholesale customers during 
the 1951-52 peak day. The fractional deficiency of 13,566 M. c. f. in supply 
under requirements of 2,739,477 M. c. f. on that day was substantially less than 
the 123,000 M. ec. f. of LPG-air System estimated it would need to produce should 
its estimated deficiency of 217,000 M. c. f. on the 1951-52 peak-day materialize. 
In fact, it only produced 15,956 M. ec. f. on that day. 

We recognize that the gas-supply and gas-requirements situation of System is 
fluid. During these proceedings such situation was continuously changing. At 
various times System estimated deficiencies of supply during the 1952-53 peak 
day of 160,000, 147,900, and 62,700 M. ec. f. under requirements ranging from 
3,241,700 and 3,355,500 M. c.f. The latent infirmities in such estimates are aptly 
pointed out by the presiding examiner. Even if such gas-requirements and gas- 
supply estimates are realized precisely as forecast by System, to order Columbia 
companies to serve a mere 1,719 M. c. f. will in no way impair the ability of 
System to satisfy the requirements shown for existing retail and wholesale 
general service customers on the 1952-53 peak day. Nor will such an order 
impair the ability of System to satisfy the requirements shown for all existing 
customers and those proposed to be attached during 1952 generally throughout 
the year. 

If the deficiencies variously estimated for the 1952-53 peak day should even- 
tuate, as forecast by System, such deficiencies can be met by industrial curtail- 
ment. It is the usual practice of System to meet indicated deficiencies in this 
manner, and most large industrial customers served at retail have stand-by 
facilities. System proposes to add, it is noted, a certain number of new indus- 
trial customers during 1952. Such customers are estimated to have a maximum 
daily load of 3,880 M. ec. f., more than twice the peak-day requirements in the 
fifth year of Bangor, Citizens, and Crystal City. The annual requirements -of 
such new customers are estimated by System to be 427,000 M. c. f. during 1952 
increasing to 899,760 M. c. f. in 1954 as compared to 420,000 M. c. f. and 546,354 
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M. c. f. in the first and fifth year, respectively, of the three applicants we require 
Columbia companies to serve. 

Similarly, sharp increases are proposed for existing industrials. System esti- 
mated the requirements of industrial customers served at retail to be 344,000 
M. ec. f. on the 1951-52 peak day ; 387,000 M. ec. f. on the 1952-53 peak day, or an 
increase of 43,000 M. c. f. Such increase does not give consideration to increases 
in the industrial requirements of System’s wholesale customers, but all such 
increases are included in the requirements which result in the various deficiencies 
forecast by System. Actual deliveries to System’s industrial customers served 
at retail were 262,871 M. c. f. on the 1951-52 peak day. Here, we require Colum- 
bia companies to serve a mere 1,719 M. c. f. to be used primarily for sale to 
residential consumers for cooking, water heating, and space heating. 

In the light of existing circumstances, of the experience of System during the 
1951-52 peak day, and of System’s expectations throughout 1952 and on the 
1952-53 peak day, we again conclude that to order Columbia companies to serve 
a mere 1,719 M. c. f. of natural gas will not impair their ability to render adequate 
service to their customers. 

Also, Columbia companies appear to contend that to require them to serve will 
place upon them an undue burden. Installation of a meter or measuring station 
for each of the three interconnections we find do not constitute an undue burden. 
Nor do we find such a burden in the requirement as to sales, for the reasons we 
have detailed. 

The Commission finds: 

(1) The assignment of error and grounds for rehearing set out in the joint 
application and petition of Columbia companies for reconsideration and vaca- 
tion, or in the alternative, for rehearing do not raise any questions of fact or 
of law not fully considered by the Commission prior to the issuance of its order 
modifying and affirming as modified the initial decision of the presiding examiner 
herein, or which, having now been considered, warrant further hearing, modi- 
fication, or revocation of said order. 

(2) No good cause has been shown to exist by Columbia companies to warrant 
a stay of the order of the Commission issued October 3, 1952, or of the decision 
of the presiding examiner herein, and such application for a stay should be 
denied. 

The Commission orders: 

The joint application and petition for reconsideration and vacation or, in the 
alternative, for a rehearing, and application for stay filed jointly by the 
Manufacturers Light and Heat Co. and Home Gas Co. on October 30, 1952, be 
and they are hereby denied. 


Adopted: November 28, 1952. Issued: November 28, 1952. 


Order dismissing application for temporary certificate 
Texas Eastern Transmission Corp. 
Docket No. G—1012 


On October 22, 1952, Texas Eastern Transmission Corp. (Texas Eastern) 
filed an application, pursuant to section 7 (c) of the Natural Gas Act and sec- 
tion 157.17 of the Commission’s rules and regulations, for a temporary certif- 
icate of public convenience and necessity authorizing the delivery and sale 
of natural gas to Algonquin Gas Transmission Co. (Algonquin) in accordance 
with the service agreement entered into by Texas Eastern and Algonquin. 
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On March 10, 1948, Texas Eastern filed an application, pursuant to section 7 
of the Natural Gas Act, in the above-docketed proceeding, which, as amended 
on May 5, 1950, sought a certificate of public convenience and necessity au- 
thorizing the construction of a 30-inch pipe line system from a point near 
Kosciusko, Miss., to a point of interconnection with its existing system near 
Connellsville, Pa. Texas Eastern proposed in such application to increase its 
system peak day sales capacity by 467,000 M. c. f. and to sell and deliver such 
additional quantities of natural gas to sundry customers, including Algonquin, 
the sale and delivery to Algonquin to be at a point near Lambertville, N. J. 

After hearing the above-docketed matter, the Commission on February 27, 1951, 
issued its opinion and accompanying order, 10 F. P. C. 35, which, by paragraph 
B thereof, granted a certificate to Texas Eastern authorizing it to make avail- 
able to Algonquin up to 220,000 M. c. f. of natural gas per day, among others. 

Prior to that time, the Commission adopted an order in the above-docketed 
proceeding on January 10, 1951 (issued January 12, 1951), dismissing a sup- 
plement to petition to intervene, filed in that proceeding by Northeastern Gas 
Transmission Co. (Northeastern), whereby Northeastern requested that “any cer- 
tificate issued to Texas Eastern” be conditioned so “as to require Texas Eastern 
to sell to Northeastern 60,000 M. c. f. of natural gas per day in the event” its 
application filed December 21, 1950, in docket No. G—1568 was granted. 

Northeastern filed petitions for review of the opinion and accompanying order 
and the Commission order of January 10, 1951, 10 F. P. C. 35, among others, in 
the United States Court of Appeals for the Third Circuit. Upon judicial re- 
view, that part of the said paragraph B authorizing sale and delivery of natural 
gas to Algonquin and the said order of January 10, 1951, among others, were set 
aside on April 4, 1952, by the Court of Appeals in Northeastern Gas Transmission 
Co. et al. v. Federal Power Commission, 195 F. 2d 872 (C. A. 3, 1952). On Octo- 
ber 13, 1952, the Supreme Court of the United States announced that it would 
not issue a writ of certiorari to the Court of Appeals, as it had been petitioned 
to do by Texas Eastern, Algonquin, and this Commission. Following receipt of 
the mandates of the Court of Appeals, the Commission by order issued October 
31, 1952, reopened the above-docketed proceedings, consolidated it with others, 
and set the consolidated matters for hearing commencing November 24, 1952. 

In its application for a temporary certificate, Texas Eastern states that it 
has completed construction of the pipeline system from Kosciusko, Miss., to 
Connellsville, Pa., and is now ready to make deliveries of natural gas to Al- 
gonquin in accordance with a service agreement submitted to this Commission, 
and that, in fact, it has made delivery of 37,000 M. c. f. of natural gas to Algon- 
quin on October 14, 1952, for purging and filling Algonquin’s main line. 

Texas Eastern urges arguments similar to those put forward by Algonquin 
in its application of October 21, 1952 in docket No. G—1319, for a temporary 
certificate. These arguments are discussed in the Commission’s order issued 
October 31, 1952, dismissing Algonquin’s application for want of jurisdiction. 
In the absence of authority for Algonquin to operate its system, there exists 
no basis for Texas Eastern’s application for a temporary certificate to deliver 
and sell gas to Algonquin. 

The Commission finds: 

The foregoing application filed by Texas Eastern Transmission Corp. on 
October 22, 1952, for a temporary certificate of public convenience and necessity 
does not come within the purview of the authority of this Commission to grant. 

The Commission orders: 

The foregoing application filed by Texas Eastern Transmission Corp. on Octo- 
ber 22, 1952, for a temporary certificate of public convenience and necessity, 
be and the same is hereby dismissed for lack of jurisdiction. 
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Commissioner Smith concurring in the result, the Commission having heretofore 
denied corresponding temporary authorization to the principal prospective cus- 
tomer, Algonquin. 

Commissioner Draper dissenting. 


Adopted: December 2, 1952. Issued: December 4, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G—2036 


On August 29, 1952, United Fuel Gas Co. (applicant) filed an application, 
which was supplemented on October 3, 1952, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
acquisition, activation, and connection of an additional storage pool to its 
existing pipeline system to be designated as storage pool X—49 in Putnam County, 
W. Va. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 25, 1952, respecting the matters involved and the issues presented 
by the application, as supplemented. No protest to the application has been 
received. 

Temporary authorization to construct and operate the facilities requested 
in said application, as supplemented, was granted on October 1, 1952. 

Applicant proposes to acquire and recondition the proposed storage pool X—49, 
which has an area of approximately 1,800 acres and is situated in Poca District, 
Putnam County, W. Va., and in connection therewith to acquire leaseholds, 
purchase underlying gas reserves and 3 wells, recondition said 3 wells, drill two 
new wells, convert 3 abandoned wells for storage, install approximately 7,400 
feet of 65-inch and 2,000 feet of 44-inch well and field lines, and install a 
measuring station. Applicant also proposes to construct and operate in Putnam 
County, W. Va., approximately 4,400 feet of 85<-inch transmission pipeline to be 
known as line X-49-M-1 between its existing line X—1—M-1 and its proposed 
storage pool X—49. 

Said facilities are proposed by applicant to expand its underground storage 
operations as the result of procurement of increasingly large volumes of natural 
gas from southwest suppliers at high load factors. 

Applicant estimates the maximum storage capacity of the proposed storage pool 
X—49 will be approximately 2,000,000 M. c. f. at 850 pounds per square inch gage, of 
which approximately 900,000 M. c. f. will be cushion gas and the balance of 
1,100,000 M. ec. f. as the input volume. The deliverability of said pool is estimated 
by applicant to be 30,000 M. c. f. per day of natural gas at 850 pounds per square 
inch gage. At a minimum pressure of 300 pounds per square inch gage, said 
pool is estimated to have a deliverability of approximately 10,000 M. c. f. per 
day. 

The total overall capital cost of the proposed facilities, including acquisitions 
and construction, is estimated to be $245,100, consisting of $19,200 for the con- 
necting transmission pipeline, and $225,900 for the acquisition and activa- 
tion of the proposed storage pool. 

The Commission finds: 

(1) Applicant, a West Virginia corporation having its principal place of busi- 
ness at Charleston, W. Va., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of West Virginia and 


304039 97 


57 


1502 FEDERAL POWER COMMISSION 


Ohio, is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of March 1, 1944, in docket No. G-341, 4 F. P. C. 5384. 

2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce subject to the jurisdic- 
tion ef the Commission, as integral parts of applicant’s existing pipeline system, 
and the proposed acquisition, activation, construction, and operation thereof 
by applicant are subject to the requirements of subsections (¢) and (e) of 
section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of sections 1.32 (b) (78 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The acquisition, activation, construction, and operation of the facilities 
hereinbefore described, as proposed by applicant, are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Fuel Gas Co. to acquire, activate, construct, and 
operate the facilities hereinbefore described, all as more fully described in its 
application, as supplemented, in this proceeding, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to United Fuel Gas Co. in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application 
may be deemed to have been denied when the Commission has not acted thereon : 
and provided, further, That such acceptance may be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition 
for review of this order. 

(©) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof : 

(1) The acquisition, activation, and construction of facilities hereby authorized 
shall be completed and actual performance by applicant of the operations hereby 
authorized shall be undertaken and regularly performed by applicant within 1 
year from the date of issuance of this order. 

(2) With respect to construction hereby authorized, applicant shall file 
with the Commission, in writing and under oath, an original and four conformed 
copies of the following : 


(i) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning ; 
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(ii) each 3 months after the date of issuance of this order, a progress re- 
port showing the exact status of authorized construction ; 

(iii) within 10 days after the facilities hereby authorized to be constructed 
have been constructed and placed in service, notice of such placement; and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in service, and authorized operations have been commenced, 
a statement showing the actual cost of constructing such facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimates of 
cost relied upon by applicant in this proceeding. 

(3) With respect to the acquisition and activation hereby authorized, applicant 
shall file with the Commission, in writing and under oath, an original and four 
conformed copies of the following : 

(i) two months after the date of issuance of this order, and each 3 months 
thereafter, a progress report showing the exact status of such acquisition and 
activation ; 

(ii) within 10 days after acquisition and the beginning of operations. notice 
of the dates of acquisition and beginning of operations ; and 

(iii) within 6 months after consummation of the acquisition, a statement show- 
ing and explaining the cause for any differences between the actual cost of the 
facilities acquired and activated, and the estimates of cost relied upon by appli- 
cant in this proceeding. 

(4) The certificate issued to United Fuel Gas Co. in paragraph (A) of this 
order is not transferable in any manner and shall be effective only so long 
as applicant continues the operations authorized by this order and in accordance 
with the provisions of the Natural Gas Act, as well as applicable rules, regula- 
tions, and orders of the Commission. 


Adopted: December 2, 1952. Issued: December 3, 1952. 


Order authorizing issuance of securities 
Montana-Dakota Utilities Co. 
Docket No. E-6462 


Montana-Dakota Utilities Co. (applicant), a corporation organized and exist- 
ing under the laws of Delaware, qualified and authorized to do business as a 
foreign corporation in the States of Minnesota, Montana, North Dakota, South 
Dakota and Wyoming, having its principal business office in Minneapolis, Minn., 
filed its application on November 10, 1952, for an order pursuant to section 204 of 
the Federal Power Act authorizing the issuance of promissory notes in the prin- 
cipal amount of $2,000,000. 

These promissory notes will be unsecured and will be payable to the National 
City Bank of New York, due not more than 1 year after the dates of their respec- 
tive issue, with no issuance after December 31, 1952, and will bear interest at the 
commercial bank rate in effect on the respective issue dates. The said notes will 
be issued from time to time and in various amounts, not in excess of an aggregate 
of $2,000,000, as and when funds are required by the applicant. The North- 
western National Bank of Minneapolis and the First National Bank of Minneapolis 
will have participations of 25 percent and 15 percent respectively in the notes 
through agreements with the National City Bank. 
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The applicant states that no placement fees or discount expense will be in- 
curred in the issuance of these notes. 

The proceeds to the applicant from the issuance of the said notes will be used 
to meet, in part, normal construction expenditures encountered during the balance 
of 1952 and early in 1953. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on November 19, 1952 (17 F. R. 10583), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before December 1, 1952. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order entered March 11, 
1947, In the Matter of Montana-Dakota Utilities Co., docket No. IT-6029, 
5 F. P. C. 465. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that section from the requirements 
of section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$2,000,000, described above, will be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by applicant of service as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate principal 
amount of $2,000,000, upon the terms and conditions and for the purposes speci- 
fied in the application, hereby is authorized subject to the provisions of this 
order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 
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(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Adopted: December 2, 1952. Issued: December 3, 1952. 


Order further amending license (major) 
Pacifie Gas & Electric Co. 
Project No, 233 


Application was filed April 7, 1952 by Pacific Gas and Electric Co., licensee 
for major project No. 233, for further amendment of its license for the project 
located on the Pit River, in Shasta County, Calif., and affecting lands of the 
United States within the Shasta National Forest. 

The application seeks to authorize the applicant to proceed with the com- 
pletion in 1955 of partially constructed pit 4 unit of project No. 233 as contem- 
plated by article 6 of the license and in accordance with revised plans described 
hereinafter, and to confirm by inclusion of certain exhibits in the license, minor 
changes which have been made in the project works of pit 3 unit. 

The application states that the proposed changes in and completion of pit 4 
unit are necessary and desirable because they will result in a plant which 
will be more economical and more satisfactory from an operating standpoint. 


The Chief of Engineers, Department of the Army, the Acting Secretary of the 
Interior, and the Acting Secretary of Agriculture, have reported on the appli- 
cation. 


The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued, nor will such amendment 
interfere or be inconsistent with the purposes for which the Shasta National 
Forest was created or acquired. 

(2) The annual charges to be paid under the license, as hereinafter further 
amended, for recompensing the United States for the use, occupancy, and en- 
joyment of its lands is reasonable as hereinafter fixed and specified. 

(3) The exhibits filed as part of the application for amendment, as herein- 
after described, conform to the Commission's rules and regulations and should 
be included under the license for the project, and the superseded exhibits should 
be eliminated from the license. 

The Commission orders: 

(A) The license for project No, 233 is hereby further amended, effective as of 
the first day of the month in which the acceptance hereof is filed with the Com- 
mission: (1) to authorize the licensee to proceed with completion of part II of 
pit 4 unit with revisions in the unit as shown in the exhibits filed as part of the 
application for amendment, (2) to confirm by inclusion of certain exhibits in 
the license minor changes made in the project works of pit 3 unit, (3) to 
approve the exhibits just referred to in (1) and (2) herein, and (4) to include 
such approved exhibits in the amended license. 

(B) The exhibits referred to in (1) and (2) of paragraph (A) above are 
hereby approved as part of the license for project No. 233 as amended. 

Paragraph I. Subparagraph A of article 2 of the license is hereby amended 
to include therein under pit 3 unit: 

Ecvhibit K, sheet 3-B: (drawing No. 402981; F.P.C. No. 233-71) entitled “Map 
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of project boundary, pit No. 3 development” signed : Pacifie Gas and Electric Co., 
by N. R. Sutherland, vice president and general manager, March 31, 1952, and 
under pit 4 unit: 

Rharhibit J, sheet 1A: (drawing No. 409811; F.P.C. No. 233-73) entitled “General 
map of pit 4 unit of project No. 233,” signed: Pacific Gas and Electrie Co., by 
N. R. Sutherland, vice president and general manager, March 31, 1952; 

Earhibit K, Shect 2A: (drawing No. 409812; F.P.C. No, 233-74) entitled “Tun- 
nel location and profile, pit 4 unit of project No. 233” signed: Pacific Gas and 
Electric Co., by N. R. Sutherland, vice president and general manager, March 31, 
1952; and 

Eerhibit Kh, sheet 4: (drawing No, 409813; F.P.C. No. 233-75) entitled ‘“Trans- 
mission lines, pit 4 unit of project 233” signed: Pacifie Gas and Electric Co., by 
N. R. Sutherland, vice president and general manager, March 31, 1952. 

Paragraph Il, Paragraph © of article 2 of the license pertinent to pit 3 unit 
and pit 4 unit is hereby amended to read as follows: 


C. All project works consisting principally of : 
Pit 3 Unit 


A concrete, gravity-type diversion dam in the SW4SWY4, sec. 19, T. 37 N., 
R. 3 FE, M. PD. M., approximately 100 feet high, equipped with removable flash 
boards, six feet high, at the three ungated overpour spillway openings to per 
mit storage to elevation 2757; a reservoir created by said dam having storage 
capacity of about 40,600 acre-feet; a pressure conduit extending from the di- 
version dam to the powerhouse, consisting of concrete lined tunnel, a surge cham- 
ber with spillway crest at elevation 2757, and three penstocks; a small diver- 
sion dam on Rock Creek and pipe line extending from said dam to the pressure 
conduit; a reinforced concrete powerhouse in the NE sec. 9, T. 36 N., R. 2 E., 
M. D. M., having installed capacity of 99,000 horsepower; an 11,000-volt trans- 
nission line extending from pit No. 3 powerhouse to pit No. 3 dam: a 220,000- 
volt transmission line extending from the pit No. 3 powerhouse to a point where 
it connects with the Pit River-Cottonwood transmission line in sec. 23, T. 35 N., 
R. 2 E., M. D. M.; a permanent road extending from the pit No. 3 powerhouse 
to pit No. 3 dam: a telephone line extending from pit No. 3 powerhouse to pit 
No. 1 powerhouse, and other appurtenances used in operating the project; the 
location and character of the project works being more fully shown and de- 
scribed by the exhibits hereinbefore cited and by the following additional 
exhibits : 

Erhibit L, Sheet No. 4: (Drawing No. 43088; F. P. C. No. 233 P 3-28) en- 
titled “General arrangement of intake structure, Pit River No. 3 development, 
Mt. Shasta Power Corp.” signed: Mt. Shasta Power Corporation by F. A. Leach, 
Jr., vice president and general manager, August 20, 1925; 

Exhibit L, Sheet No. 5: (drawing No. 43089; F. P. C. No. 233 P 3-29) en- 
titled “Plan and Profile—Powerhouse, penstocks and surge chamber, Pit River 
No. 3 development” signed: Mt. Shasta Power Corp. by F. A. Leach, Jr., vice 
president and general manager, August 20, 1925; 

Eaehibit L, Sheet 6: (drawing No. 402982: F. P. C. No. 233-72) entitled “Al- 
terations to surge tank and flashboards for diversion dam, Pit River No. 3 
development” signed: Pacific Gas and Electric Co., by N. R. Sutherland, vice 
president and general manager, March 31, 1952; 

Exhibit M: General description and specifications of mechanical, electrical and 
transmission equipment for Pit River No. 3 project, signed March 31, 1923, 
Mount Shasta Power Corp., by John A. Britton, vice president and general 
manager. 





= 


= 
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Pit 4 Unit 

A diversion dam in the SE, sec. 8, T. 36 N., R 2 E.: a reservoir formed 
by the diversion dam with normal water level at tailwater elevation of pit 3 
powerhouse; a pressure tunnel approximately 21,400 feet long extending from 
the diversion dam to a portal: a nonspilling differential type surge chamber ; 
two penstocks each about 830 feet long: a powerhouse in SW'4 sec. 10, T. 36 N,, 
R. 1 B., M. PD. M., having an installed capacity of 116,000 horsepower : a switch 
yard and step-up substation; a stream-gaging station about 4,600 feet down- 
stream from the diversion dam, an automatic float control station immediately 
below the dam with motor-operated gate-control mechanism, and an under- 
ground multiconductor armored cable connecting the gaging station and the 
gate-control mechanism with the pit No. 3 powerhouse operating panel; and 
two 220 kilovolt transmission lines each about 7 miles long from the pit 4 unit 
powerhouse switching structure to the point of connection with the transmis- 
sion line of pit 5 until near the southwest corner of sec. 36, T. 36 N.. R. 1 W., 
M. DD. M.: the locations of which project works are shown in exhibits “J” and 
“K” listed in paragraph “A” above, and the character and general designs of 
which are more fully shown and described by the exhibits now described in the 
license as amended as exhibit L, sheets 1, 2A and 3A (F. P. C. Nos. 253 P 4-4, 
233-56, 233-57) and by the following additional exhibits: 

Exhibit L, Sheet 4A: (drawing No. 409814, F. P. C. No. 233-76) entitled “Plan 
and profile of surge chamber, penstock, power house and outdoor arrangement, 
pit 4 unit of project 233” signed: Pacific Gas and Electric Co., by N. R. Suther 
land vice president and general manager, March 31, 1952 

Earhibit L, Sheet 5: (drawing No. 409815, F. P. C. No. 77) entitled “Plans 
and section of power house and section of tunnel, pit 4 unit of project 233” 


yoo 
’ 


signed Pacific Gas and Electric Co., by N. R. Sutherland, vice president and 
general manager, August 31, 1952; 

Exhibit M—1: Statement entitled “General descriptions and general specifica- 
tions of mechanical, electrical and transmission equipment—pit 4 unit” (unsigned 
and undated). 

Paragraph III. The said license is hereby further amended to include the fol- 
lowing special conditions, designated herein as additional articles: 

irticle 34. The licensee shall provide a minimum release of water past the di- 
version dam for pit 4 unit in an amount to be later specified by the Commission on 
the basis of a joint investigation by the U. S. Forest Service, U. S. Fish and Wild- 
life Service, the California Department of Fish and Game, and the licensee; pro- 
vided that, during the period of the investigation the licensee shall release for 
periods determined in advance by the Commission with the advice of the above- 
mentioned parties, flows ranging from 50 cubic feet per second to 250 cubie feet per 
second. 

irticle 35. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the pit 4 unit project 
structures and operation in the interest of fish and wildlife resources as may be 
hereafter prescribed by the Commission upon the recommendations of the Cali- 
fornia Department of Fish and Game, the U. S. Forest Service, and the U. S. Fish 
and Wildlife Service. 

Article 36. The licensee shall not release debris, from any gravel washing 
plant, directly into the river or any of its tributaries 

Article 37. So far as is consistent with proper operation of the project, the li- 
censee shall allow the public free access, to a reasonable extent, to project waters 
and adjacent lands owned by the licensee for the purpose of full public utilization 
of such lands and waters for navigation and recreational purposes, including fish- 
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ing and hunting, and shall allow for such purposes the construction of access 
roads, wharves, landings, and other facilities on its lands the occupancy of which 
may in appropriate circumstances be subject to payment of rent to the licensee 
in a reasonable amount: Provided, that the licensee may reserve from public 
access, such portions of the project waters, adjacent lands, and project facilities 
as may be necessary for the protection of life, health, and property and Provided 
further, that the licensee’s consent to the construction of access roads, wharves, 
landings, and other facilities shall not without its express agreement place upon 
the licensee any obligation to construct or maintain such facilities. 

Paragraph IV. Paragraph B of article 26 of the license is hereby amended to 
read as follows: 

B. For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $979.68 ; 
(C) The following described exhibits are hereby eliminated from the license : 


Pit 3 Unit 
Evhibit K, sheet 3A (F. P. C. No. 233-70) 
Evhibit L, sheets 1, 2, and 3 (F. P. C. Nos. 233-P3—25, —26, -27) 
























Pit 4 Unit 

























Ecvhibdit J (¥. P. C. No. 233 P 4-1) 
Evhibit K, sheet 2 (F. P. C. No. 233 P4-3) 

Exhibit L, sheet 4 (FPC No. 233 P47), and 

Exhibit M filed September 8, 1925 

Paragraph V. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license 
amendment. In acknowledgment of the acceptance of this amendment, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 





Adopted: December 2, 1952. 





Issued: December 8, 1952. 


Order instituting an investigation under section 10 (f) of the Federal Power Act 
South Carolina Electric & Gas Co. and City of Augusta, Ga. 


Docket No. E-6468 





The South Carolina Electric & Gas Co., of Columbia, 8S. C., owns and operates 
a hydroelectric project, known as Stevens Creek, located on Savannah River 
about 8.7 river miles above Augusta, Ga. The city of Augusta, Ga., owns and 
operates a dam on the Savannah River about 7.5 river miles above the city of 
Augusta, which dam diverts water through a power canal also owned by the 
city. Part of this dam is licensed under the Federal Power Act as minor part 
project No. 746. 

The United States, through the Chief of Engineers and the Secretary of the 
Army, is now constructing the Clark Hill project on the Savannah River about 
21.7 river miles above the city of Augusta in the interest of flood control, navi- 
gation and the generation of hydroelectric power. The Clark Hill reservoir will 
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have a usable storage capacity of 1,340,000 acre-feet and will have an installed 
generating capacity of 280,000 kilowatts. The first generating unit is expected 
to commence operation in December 1952 and the project is scheduled for com- 
pletion in 1954. 

Pursuant to the provisions of section 10 (f) of the Federal Power Act, the 
Commission is required to determine and assess headwater improvement benefit 
charges against the owner of any project directly benefited by a storage reser- 
voir or other headwater improvements constructed by the United States. An 
investigation will be required before it can be determined whether either of the 
two projects designated herein as being located downstream from the Clark Hill 
project will be directly benefited by that project, and if so, the amount to be 
paid to the United States for the benefits so provided. 

The Commission finds: 

It is appropriate and in the public interest that an investigation be instituted 
by the Commission as hereinafter provided. 

The Commission orders: 

An investigation is hereby instituted pursuant to the provisions of the Federal 
Power Act, particularly section 10 (f) thereof, for the purpose of enabling the 
Commission to determine whether either of the specified projects downstream 
from the Clark Hill project will be directly benefited in the future by the con- 
struction and operation of that project and if it so finds, to determine the equi- 
table proportion of the estimated annual charges for interest, maintenance and 
depreciation on the Clark Hill project which it is probable the owners of the 
two projects or either of them may be required to pay annually: Provided, how- 
ever, That any determination made by the Commission prior to the initial date 
of operation of the Clark Hill project may be subject to change after that project 
is placed in operation. 


Adopted: December 2,1952. Issued: December 8, 1952. 


Order instituting an investigation under section 10 (f) of the Federal Power Act 
The Montana Power Co. 


Docket No. E-6467 


The Montana Power Co. owns and operates six hydroelectric projects on the 
Missouri River which have not been licensed under the Federal Power Act. 
These projects and their approximate distances upstream from the mouth of the 
river are: Hauser (mile 2379), Holter (mile 2351), Black Eagle (mile 2258), 
Rainbow (mile 2254), Ryan (mile 2249), and Morony (mile 2245). 

The company has recently filed applications for licenses under the act for 


the Morony, Ryan, and Rainbow projects and expects to file applications for 
licenses for the other three plants this year. 

The United States, through the Bureau of Reclamation, is now constructing 
the Canyon Ferry project on the Missouri River about 2396 miles above the 
mouth of the river. This project will have a total water storage capacity of 
2,050,000 acre-feet and an installed hydroelectric generating capacity of 50,000 
kilowatts. 

Pursuant to the provisions of section 10 (f) of the Federal Power Act, the 
Commission is required to determine and assess headwater improvement benefit 
charges against the owner of any project directly benefited by a storage reser- 
voir or other headwater improvements constructed by the United States. An 
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investigation will be required before it can be determined whether any of the 
six company projects designated above will be directly benefited by the Canyon 
Ferry project now being constructed by the United States, and if so, the amount 
to be paid to the United States for the benefits so provided. 

The Commission finds: 

It is appropriate and in the public interest that an investigation be instituted 
by the Commission as hereinafter provided. 

The Commission orders: 

An investigation is hereby instituted pursuant to the provisions of the Federal 
Power Act, particularly section 10 (f) thereof, for the purpose of enabling the 
Commission to determine whether any of the above designated projects of the 
Montana Power Co. will be directly benefited in the future by the construction 
and operation of the Canyon Ferry project, and if it so finds, to determine the 
equitable proportion of the estimated annual charges for interest, maintenance, 
and depreciation on the Canyon Ferry project which it is probable the company 
as owner of the six designated projects may be required to pay annually: 
Provided, however, That any determination made by the Commission prior to 
the date of initial operation of the Canyon Ferry project may be subject to 
change after that project is placed in operation. 


Adopted: December 2, 1952. Issued: December 8, 1952. 





Order amending license 


Puget Sound Power & Light Co. and Public Utility District No. 1 of Chelan 
County, Wash. 


Project No. 943 


Public Utility District No. 1 of Chelan County, Wash., as a licensee for project 
No. 943, filed an application on September 8, 1952 and supplements thereto on 
September 11 and November 6, 1952 requesting that article 40 (c) of the license 
(inserted by amendment issued by the Commission on August 7, 1952) be 
amended by deleting therefrom reference to Stone & Webster Engineering Corp. 
drawing Nos. HD-42152-2 dated April 21, 1952 and revised May 22, 1952 and 
HD-71452 dated July 14, 1952, and by including therein reference to Stone & 
Webster Engineering Corp. drawing No. HD-42152-2 dated April 21, 1952 and 
revised May 22, 1952 and August 29, 1952. The new drawing, which was filed 
with the Commission on November 6, 1952, shows the plans and specifications 
for alteration or modification of the upper part of the existing fishway on the 
right (south) bank of the project. 

The new drawing has been approved by the United States Fish and Wildlife 
Service, Department of the Interior, and the Department of Fisheries, State of 
Washington. 

The Commission finds: 

(1) Amendment of article 40 (c) of the license for project No. 943, as herein- 
after provided, is reasonable and proper for the protection of the fish-life 
resources of the Columbia River Basin. 

(2) Article 40 (b) should be amended, as hereinafter provided, to correct a 
grammatical error therein. 

The Commission orders: 

(A) The license for project No. 943 is hereby amended, effective as of April 
26, 1951, the amendment being: 










APPENDIX—ORDERS 1511 


Paragraph I. Subparagraph (b) of article 40 of the license is hereby amended 
by deleting the word “its” in the first line thereof and substituting therefor the 
word “their”. 

Paragraph II. Subparagraph (c) of article 40 of the license is hereby amended 
to read as follows: 

Article 40. The Licensees agree: 

* * * 7 ® * * 

(c) To alter or modify, at their own expense, the upper part of the existing 
fishway on the right (south) bank of the project in accordance with the plans 
and specifications shown on Stone & Webster Engineering Corp. drawing No. 
HD-42152-2 dated April 21, 1952 as revised May 22, 1952 and August 29, 1952, 
such alterations and modifications to be commenced on or before November 1, 
1952, and completed on or before April 1, 1953 ; 

Paragraph III. This amendment as set out above shall not operate to alter or 
amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application for rehearing shall constitute acceptance 
of this amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed by each licensee and returned to the Commission within 60 
days from the date of issuance of this order. 

Adopted: December 2, 1952. Issued: December 8, 1952. 


Determination under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Reserve No. 117 and by Project No. 508 Filing 
Docket No. DA-427—Idaho—Maude Nettleton 


An application was filed by Maude Nettleton of Oreana, Idaho, for restoration 
to entry requiring a determination under section 24 of the Federal Power Act 
With respect to the following described lands: Boise meridian, Idaho: T. 3 S., 
R.1E., sec. 26, lots 3 and 7, sec. 35, lots 3 and 4. 

The subject lands are withdrawn in power site reserve No. 117 approved 
July 2, 1910, and by filing on May 8, 1924, of the application for license for the 
Swan Falls project No. 503 on Snake River. 

The power value of the above-described lands is due to their location partly 
within the boundary of existing project No. 503 and possible use of practically all 
their area for flowage if the Swan Falls project is ever developed to elevation 
2365. Such plan for redevelopment, however, does not appear to be imminent 
and use of the subject lands in the meantime for other purposes will not injure 
or destroy their potential power value. 

Interested federal officials have reported on the application and state officials 
have interposed no objection to the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by restoration to entry under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act, as 
amended, and subject to the stipulation that the prior right to use those portions 
of the herein above-described lands lying within the boundaries of project 
No. 503 shall be specifically reserved to the United States or its licensee and 
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that if and when the remaining portions of the lands are required in whole or 
in part for purposes of power development, all structures, machinery, or im- 
provements placed thereon which shall be found to interfere with such power 
development shall be removed or so relocated as may eliminate interference, 
without expense to the United States, its permittees or licensees. 

The above-described lands will remain in the status of withdrawal insofar as 
the application for entry is concerned, until the Bureau of Land Management, 
Department of the Interior, issues a formal order of restoration, and no pref- 
erence right to the lands is acquired by the filing of the application for restora- 
tion or by virtue of this action taken by the Commission. 


Adopted: December 2, 1952. Issued: December 8, 19852. 


Order modifying order instituting an investigation under section 10 (f) of the 
Federal Power Act 


The Montana Power Co., Pend Oreille Mines & Metals Co., Puget Sound Power 
& Light Co., The Washington Water Power Co., Public Utility District No. 1 
of Chelan County, Wash., and Public Utility District No. 1 of Pend Oreille 
County, Wash. 


Docket No. E-63884 


On February 4, 1952, the Commission issued an order in this proceeding insti- 
tuting an investigation under section 10 (f) of the Federal Power Act for the 
purpose of enabling the Commission to determine whether any of the licensed 
projects designated in that order and located on the Columbia River and its 
tributaries 

is directly benefited by the construction and operation of the constructed 
Grand Coulee Dam and will be benefited in the future by the operation of 
that project and by construction and operation of the Albeni Falls and 
Hungry Horse projects and if it so finds, to determine particularly the 
equitable proportion of the estimated annual charges for interest, mainte- 
nance and depreciation on the Albeni Falls and Hungry Horse projects 
which it is probable the owners of the projects referred to above may be 
required to pay in the early years of operation of the Albeni Falls and 
Hungry Horse projects: Provided, however, that any determination made 
by the Commission prior to the date of initial operation of the project so 
expected to provide benefits may be subject to change after the project is 
placed in operation. 

Subsequent to the issuance of that order the Commission issued a license to 
Public Utility District No. 1 of Pend Oreille County, Wash., authorizing the 
construction, operation and maintenance of the Box Canyon project No. 2042 to 
be located at mile 34 on the Pend Oreille River about 55 miles downstream from 
the Albeni Falls project now being constructed by the United States. In addition, 
the license for project No. 943 (Rock Island) has been amended to authorize 
the Public Utility District No. 1 of Chelan County, Wash., as one of the licensees 
under the license for that project, to enlarge the Rock Island dam and to install 
six additional generating units. 

The Commission finds: 


It is appropriate and in the public interest to make the two public utility dis- 
tricts and the licensed projects works described in the second paragraph of 


this order subject to the investigation heretofore instituted in this proceeding. 
The Commission orders: 
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The Public Utility District No. 1 of Pend Oreille County, Wash., and its project 
No. 2042, and the Public Utility District No. 1 of Chelan County, Wash., and its 
project works which are part of project No. 943, are hereby made subject to the 
investigation heretofore instituted in docket No. E-6384 to determine the equita- 
ble proportion, if any, of the estimated annual charges for interest, maintenance 
and depreciation on the storage reservoirs or other headwater improvements 
constructed or being constructed by the United States which it is probable the 
parties to this proceeding may be required to pay as headwater benefits pursuant 
to section 10 (f) of the act. 


Adopted: December 4, 1952. Issued: December 5, 1952. 


Order instituting investigation, consolidating proceedings, fixing date of hearing, 
and requiring United Gas Pipe Line Co. to submit specified data and infor- 
mation 


Mississippi River Fuel Corp., Complainant, v. United Gas Pipe Line Co., 
Defendant 


Docket Nos. G—2097, G—2024 


On August 4, 1952, Mississippi River Fuel Corp. (Mississippi) filed a com- 
plaint against United Gas Pipe Line Co. (United) in the above-entitled proceed- 
ing, docket No. G—2024, designated “Petition for relief,” in which Mississippi 
prayed that United be required by the Commission to make an accounting and 
render reports, as more particularly hereinafter referred to, relating to certain 
contracts entered into between United, as seller, and Mississippi, as buyer, and 
filed with the Federal Power Commission as rate schedules. The salient facts 
leading up to the filing of such complaint are as follows: 


On September 7, 1945, United, as seller, and Mississippi, as buyer, entered 
into a contract for the sale and purchase of natural gas, whereby United agreed 
to supply Mississippi with certain volumes of natural gas on a basis substantially 
resulting in a maximum of 73,000 M. c. f. of natural gas per day, at a price con- 
sisting of a commodity charge of 5 cents, subject to adjustment for B. t. u. content, 
and a demand charge of 38 cents per M. c. f. of billing demand per month. This 
contract was filed with the Commission and designated as supplement No. 11 to 
United’s rate schedules F. P. C. Nos. 9, 10 and 11. 

On March 28, 1949, pursuant to the terms of said contract of September 7, 1945, 
Mississippi notified United of its desire to increase its maximum daily purchases 
under said contract from 73,000 M. c. f. to 195,000 M. c. f. commencing Novem- 
ber 1, 1949, an increase of 122,000 M. c. f. per day. Thereafter, on November 16, 
1949, the same parties entered into an amendatory agreement—filed with the 
Commission on November 23, 1949, and designated as supplement No. 15 to 
United’s rate schedules F. P. C. Nos. 9, 10 and 11—providing for the aforesaid 


maximum daily delivery of 195,000 M. c. f. and also for a higher “rolled in” rate 


for the total deliveries to be made, consisting of a commodity charge of 6% cents 
per M. ec. f., subject to adjustment for Btu content, and a demand charge of 45 
cents per M. c. f. of billing demand per month. This filing effected an increase 
in rates estimated by United at the time of filing to be about $950,000 annually. 
The 61% cents commodity charge represented the approximate weighted average 
of 5 cents per M. c. f. related to the 73,000 M. c. f. a day and 744 cents per M. c. f. 
for the added 122,000 M. c. f. a day. 
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On the same date, November 16, 1949, the parties entered into a letter agree- 
ment which was filed with the Commission and designated as supplement No. 1 
to supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10 and 11, provid- 
ing for an annual adjustment of the commodity charge of 6% cents specified in 
supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10 and 11, in the 
following manner: 

It is anticipated that the additional gas requested by Mississippi River 
Fuel Corp. * * * must be supplied by United Gas Pipe Line Co. from pur- 
chases of surplus gas in the Carthage field. United is entering into purchase 
contracts for the purchase of this surplus gas. These purchase contracts 
are for 20 years, and the price to be paid thereunder is on a sliding scale 
of 7% cents per M. c¢. f. for the first 5-year period, increasing 1 cent each 
5 years * * *, 

Due to variations in the market demands of both United and others now 
withdrawing gas from Carthage field, the amount of surplus gas purchases 
may, in any years, be less than the amount estimated by United to supply 
the increased requirements of Mississippi River Fuel Corp. It is the in- 
tention of United, as of March 1st of each year, to make an appropriate ad- 
justment in the commodity charge as set out in its amendatory agreement 
with Mississippi River Fuel Corp. dated November 16, 1949, in the event that 
the surplus gas purchases, chargeable to Mississippi River Fuel’s increased 
demand as set out in said agreement, shall be less than 122/195 of Mis 
sissippi River Fuel’s total requirements from United. The amount of the 
adjustment, and the method of calculation, shall be approved by the Federal 
Power Commission. 


By order dated December 20, 1949, the Commission allowed said supplement 
No. 15 and said supplement No. 1 thereto to take effect as of December 8, 1949, 
which order recites, inter alia, that: 


Supplement No. 1 to said supplement No. 15 provides that United will 
make an adjustment in the commodity charge as of March 1 of each year, 
as therein provided. 

The same order required, inter alia, that: 


United shall file as of March 1 in each year the amount of the proposed 
adjustment in the commodity charge, referred to in said supplement No. 1 
to supplement No. 15, the method of calculation of such adjustment, and such 
other details as may be requested by the Commission, and such filing shall 
be made each year whether or not any adjustment is contemplated by 
United. 


On May 23, 1950, United filed supplement No. 1 to supplement No. 1 to supple- 
ment No. 15 to rate schedules F. P. C. Nos. 9, 10 and 11, representing an adjust- 
ment of $201,892.53 to be paid by United to Mississippi for the period from 
December 13, 1949 to and including February 28, 1950. It appears from such 
filing that, for the period covered, United purchased no gas at a price of 7% cents 
per M. c. f. for delivery to Mississippi in the manner contemplated by supple- 
ment No. 1 to supplement No. 15, and such filing reflected a reduction in the unit 
commodity price from 6% cents to 5 cents per M. c. f. Such filing shows that 
during said period of time, United delivered to Mississippi a total of 12,837,462 
M. ec. f. of gas and that United billed Mississippi the sum of $1,084,175.13 for 
such gas; that the aforesaid sum of $201,892.53 remitted is composed of two parts, 
as follows: (a) the difference between the amount billed at the commodity 
charge of 614 cents per M. c. f. and the adjusted commodity price of 5 cents per 
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M. c. f., or $192,561.93: and (b) the difference in the charges due to a B. t. u. 
adjustment of $9,330.60. By Commission order issued June 27, 1950, said sup- 
plement No. 1 to supplement No. 1 to supplement No. 15 was allowed to take 
effect and it appears that United remitted $201,892.53 to Mississippi. 

By letter dated April 24, 1951, United transmitted for filing with the Com- 
mission a statement showing, as the proposed adjustment in its charges to Mis- 
sissippi for the period from March 1, 1950 to February 28, 1951, an amount of 
$688,789 to be remitted to Mississippi; and by letter dated June 18, 1951, trans- 
mitted for filing a revised stutement showing the same proposed adjustment. It 
appears from such statements that United sought to consider certain exchange 
gas which it received from a transmission pipe line of Texas Eastern Trans- 
mission Corp. at a point near Castor, La., as being the same, under the provisions 
of supplement No. 1 to supplement No. 15 to rate schedules F. P. C. Nos. 9, 10 and 
11, as surplus gas purchased at 744 cents per M. c. f. in the Carthage field, and 
that had it not been for such assumption, the amount of the adjustment would 
have been much larger, or approximately $1,030,000. United has not remitted 
any amount to Mississippi by way of adjustment for such 12-month period. 

By letter dated June 30, 1952 from the Secretary of the Commission, United 
was called upon to file a statement for the year ending February 29, 1952, as 
required by the Commission’s order dated December 20, 1949, showing the ad- 
justment in charges respecting charges for natural gas sold and delivered dur- 
ing such period pursuant to the provisions of supplement No. 1 to supplement No. 
15 to United's rate schedules F. P. C. Nos. 9, 10 and 11. United has failed and 
refused to comply with such request and the requirements of its filed and effec- 
tive rate schedules. 


The complaint of Mississippi filed on August 4, 1952, prays that the Commis- 


sion forthwith order United to make such accounting or render such report or 


reports as will indicate as of March 1, 1951 and March 1, 1952, what adjust- 
ments are necessary in the commodity charge, as to each of the preceding 12- 
month periods, because of the provisions of effective rate schedules and supple- 
ments thereto on file with the Federal Power Commission, and that United be 


ordered to comply in all particulars with said rate schedules and supplements 


thereto. 

It appears that United, for the 12 months ended February 28, 1951, and again 
for the 12 months ended February 29, 1952, has failed and refused to make the 
adjustment in the commodity charge called for by said supplement No. 1 to 
supplement No. 15 to United’s F. P. C. rate schedules Nos. 9, 10 and 11, and 
has failed and refused to submit the basic information from which the amount 
of such adjustment can be determined, as required by said Commission order 
dated December 20, 1949 

On October 4, 1951, United filed a petition for a declaratory order determining 
“that petitioner did not have to make any adjustment or refund to Mississippi 
under the adjustment rate and that petitioner be declared to be entitled to a 
refund from Mississippi in the amount of $201,892.60." The Commission by 
order issued October 31, 1951, docket No. G—1804, 10 F. P. C. 1476, dismissed 
United’s petition. From such order of dismissal, United has appealed to the 
United States Court of Appeals for the Fifth Circuit, thus raising the issue 
whether the Commission erred in the exercise of its discretion in dismissing 
United's petition for a declaratory order in the form and manner requested. 

The Commission finds: 

(1) It is necessary and proper in the public interest, and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be in- 
stituted by the Commission, upon its own motion as hereinafter ordered, to 
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determine the correct amount of the adjustment in the charges of United to Mis- 
sissippi for natural gas sold and delivered during the 12-month periods ended 
February 28, 1951, and February 29, 1952, under the provisions of United’s rate 
schedules F. P. C. Nos. 9, 10 and 11 and supplements thereto; and such amount 
as may be due and payable from United to Mississippi for each of said 12-month 
periods. 

(2) The matters involved in the proceeding in docket No. G—2097 involve sub- 
stantially the same issues and facts as presented in docket No. G—2024, and good 
cause, therefore, exists for consolidating such matters for purpose of hearing. 

The Commission orders: 

(A) An investigation be and it hereby is instituted for the purpose of enabling 
the Commission to determine the correct amount of the adjustment in the charges 
of United to Mississippi for natural gas sold and delivered during the 12-month 
periods ended February 28, 1951, and February 29, 1952, under the provisions 
of United’s rate schedules F. P. C. Nos. 9, 10 and 11 and supplements thereto; 
and to determine such amount as may be due and payable from United to Mis- 
sissippi for each of said 12-month periods. 

(B) That United submit to the Commission in writing and under oath 10 
days prior to such public hearing, the following information: 

(i) The volume of natural gas which it supplied to Mississippi during the 12- 
month periods ended February 28, 1951 and February 29, 1952, pursuant to 
the foregoing rate schedules and supplements thereto, or any of them, which 
natural gas represented purchases by United of surplus gas in the Carthage 
field, and the names of the sellers of such surplus gas to United, as well as the 
price paid therefor by United ; and 

(ii) Full information and data for the respective 12-month periods ended 
February 28, 1951 and February 29, 1952, showing the total volumes of natural 
gas sold and delivered to Mississippi under United’s rate schedules F. P. C. Nos. 
9, 10 and 11, as supplemented, as well as the adjustments specified under the 
provisions of supplement No. 1 to supplement No. 15 to such rate schedules and 
the Commission’s order of December 20, 1949, appropriately adjusted to reflect 
any difference in charges due to B. t. u. content of such gas. 

(C) The proceedings in this docket be and the same hereby are consolidated 
with the proceedings in docket No. G—2024 for purposes of hearing. 

(D) The consolidated proceedings be and the same hereby are set for public 
hearing to be held commencing on January 26, 1953 at 10: 00 a. m., in the hearing 
room of the Federal Power Commission, 1800 Pennsylvania Avenue, N. W., Wash- 
ington, D. C., respecting the matters and issues presented by the complaint of 
Mississippi and the matters and issues presented by paragraphs (A) and (B) 
hereof. 

Commissioner Draper dissenting. 


Adopted: December 4, 1952. Issued: December 5, 1982. 


Order authorizing issuance of securities 
Sierra Pacific Power Co. 
Docket No. E-6455 
Sierra Pacific Power Co. (applicant), a corporation organized and existing 


under the laws of Maine, domiciled and authorized to do business in the 
States of California and Nevada, having its principal business office in Reno, 
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Ney., filed its application September 11, 1952, and amendments thereto on Sep- 
tember 22, 25, October 1, 7, November 12, December 4, 1952, for an order pursuant 
to section 204 of the Federal Power Act authorizing the issuance of $1,500,000, 
principal amount, first mortgage bonds, 3% percent series due 1982. 

On July 25, 1952, the Commission, pursuant to section 34.2 (k) (2) (ii) of its 
rules, granted applicant’s request for authorization to enter into negotiations for 
a private sale of $1,500,000 of its first mortgage bonds. As a result of such nego- 
tiations applicant now proposes to sell the full amount of the bonds to four insur- 
ance companies in the following amounts: 


Commecticut General Tite IMGUTORCS Glin cnn dicccccttnennonsccans $500, 000 
Teachers’ Insurance and Annuity Association of America_____---~~ 500, 000 
Deiat Eee SOS CE GE BONG ikinnccccccewscnsennn 300, 000 
eae Tee A I GN cies cesses 200, 000 


The price will be 100 percent of the principal amount thereof, together with 
interest accrued thereon from October 1, 1952, to the date of delivery. For 
services in connection with the negotiations applicant proposes to pay Stone & 
Webster Securities Corp. $3,750 (44 of 1 percent of the $1,500,000 principal amount 
of the bonds). 

Applicant now requests that the proposed issuance and sale of the bonds be 
exempted from the competitive bidding requirements of sections 34.la (b) and 
(c) of the Commission’s rules and regulations. 

Applicant proposes to issue the bonds to be dated as of October 1, 1952, and 
to be due October 1, 1982, pursuant to the terms of the indenture of mortgage 
of the applicant, to the New England Trust Co. and Fletcher C. Chamberlin, as 
trustees, dated as of December 1, 1940, as supplemented and modified by a first 
supplemental indenture dated as of August 1, 1947, and by a second sup- 
plemental indenture dated as of April 1, 1948, and by a third supplemental 
indenture dated as of October 1, 1952. 

The net proceeds obtained from the proposed issuance will be used to pay, 
in part, temporary bank loans obtained to meet current construction expenses 
and to finance other construction expenditures. 

Written notice of the aforesaid application has been given to the Public 
Utilities Commission of California and the Public Service Commission of Nevada 
and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on September 20, 1952 (17 
F. R. 8443), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
October 1, 1952. No petition or protest or request to be heard in opposition to the 
granting of said application has been received. 

The Public Service Commission of Nevada by letter filed September 29, 1952, 
stated that it had no objection to the proposed issuance. The Public Utilities 
Commission of California by order dated November 25, 1952, authorized the pro- 
posed issuance. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as described and set out in the Commission’s order dated November 26, 1940, 
In the Matter of Sierra Pacific Power Company, docket No. IT—5658, 2 F. P. C. 
839. 

(2) The proposed issuance of $1,500,000 principal amount of first mortage 
bonds, 3% percent series due 1982, will constitute an issuance of securities 
within the purview of section 204 of the Federal Power Act. 


304039—57 
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(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through ownership of securities or otherwise between applicant 
and Stone & Webster Securities Corp. The fees to be paid were fixed by arm’s- 
length bargaining and do not appear to be unreasonable. 

(5) Under the circumstances of the case, sufficient cause has been shown for 
exempting the proposed issuance of bonds from the competitive bidding require- 
ments of sections 34.la (b) and (c) of the Commission’s rules and regula 
tions. 

(6) The proposed issuance of securities as hereinafter authorized will be for 
lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a “public utility” and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of the bonds, referred to above, upon 
the terms and conditions and for the purposes specified in the application, be 
and the same hereby are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of the bonds, referred to above, hereby 
are exempted from the competitive bidding requirements of sections 34.la (b) 
and (c) of the Commission’s rules and regulations. 

(C) This authorization shall expire unless the transaction authorized is con- 
summated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 


whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Adopted: December 9, 1952. Issued: December 9, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G-—2039 


On September 4, 1952, Colorado Interstate Gas Co. (applicant) filed an ap- 
plication, as supplemented on October 17, 1952, for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act authorizing 
the construction and operation of certain natural-gas transmission pipeline facil- 
ities as hereinafter described. 
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The facilities which applicant seeks authorization to construct and operate con- 
sist of 6.2 miles of 10%4-inch lateral pipeline together with the necessary meter 
and regulator station connecting applicant's Amarillo-Denver transmission pipe- 
line to a new delivery point near the northeasterly limits of the city of Colorado 
Springs, Colo. 

At the rehearing on applicant's application for a certificate of public con- 
venience and necessity at docket No. G—1677, applicant estimated the firm re- 
quirements of the city of Colorado Springs for the 1952-53 peak day season at 
$1,400 M. c. f., and the annual requirement for 1952 at 8,400,000 M. e. f. 

The proposed facilities will be utilized by applicant in addition to existing 
facilities for supplying the volumes of natural gas above referred to, to the city 
of Colorado Springs for ultimate distribution therein. 

The estimated cost of the proposed facilities is $153,388 which will be financed 
by applicant out of cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 4, 1952, respecting the matters involved and the issues presented by 
the application as supplemented. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Colorado Springs, Colo., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Kansas, Texas, New 
Mexico, Oklahoma, and Colorado, and by such operations, applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of June 5, 1945, 
in docket No. G-294, 4 F. P. C. 936, and order of February 28, 1951, in docket 
No. G-1326, 10 F. P. C. 778. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, as integral parts of applicant's existing pipeline system, 
and the construction and operation thereof by applicant are subject to the re 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned 

(5) Applicant, having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Colorado Interstate Gas Co. authorizing the construction and operation 
of the facilities hereinbefore described, all as more fully described in the appli- 
cation as supplemented, in this proceeding, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 
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(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued to Colorado Interstate Gas Co. in paragraph (A) 
hereof : 

(1) Said certificate shall be void and without force or effect unless it be ac- 
cepted in writing by Colorado Interstate Gas Co. within 30 days from the date 
of the issuance of this order: Provided, however, That such acceptance may be 
filed within 30 days from the date of issuance of any order upon an application 
for rehearing of this order, if any, or within 30 days from the date on which any 
such application may be deemed to have been denied when the Commission 
has not acted thereon: And provided, further, That such acceptance may be 
filed within 30 days after final disposition of the judicial review of proceedings 
initiated by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued to Colorado Interstate 
Gas Co. in paragraph (A) hereof: 

(1) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by Colorado Interstate 
Gas Co. within 90 days from the date of the issuance of this order. 

(2) Colorado Interstate Gas Co. shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the following, as to 
the facilities which it is by this order authorized to construct and operate: 

(i) within 10 days after the bona fide beginning of construction of such fa- 
cilities, notice of the date of such beginning: 

(ii) each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities : 

(iii) within 10 days after such facilities have been constructed and placed in 
operation, notice of the date of such placement; and 

(iv) within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, a statement 
showing the actual cost of constructing said facilities, by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause of any difference between actual cost and estimates of cost 
relied upon by said applicant. 

(C) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as Colorado Interstate Gas Co. continues the operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, as 
well as applicable rules, regulations, and orders of the Commission. 

(D) Nothing herein is to be construed as a waiver of the conditions stated 
in the order of the Commission on rehearing issued on November 24, 1952, Jn 
the Matter of Colorado Interstate Gas Company, docket No. G-1677. 


Adopted: December 9,1952. Issued: December 11, 1952. 


Order approving determination of accrued depreciation and net investment 
City of Tacoma, Wash. 
Project No. 1862 (Nisqually ) 
City of Tacoma, Wash., the licensee for project No. 1862 on the Nisqually 


River, comprising (1) the constructed part of the old La Grande plant in ex- 
istence at the effective date of the license, January 1, 1944, and known as the 
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first Nisqually development, and (2) the new La Grande and Alder plants known 
as the second Nisqually development, filed its initial statement of claimed actual 
legitimate original cost of the first and second developments on May 2, 1949. An 
accrued depreciation schedule covering the first development and based on these 
claimed costs was also filed at that time. 

The Commission by order dated May 15, 1951, determined the actual legiti- 
mate original cost of the whole project and fixed that of the first Nisqually de- 
velopment at $1,121,477.12 as of January 1, 1944. 

Because the schedule of accrued depreciation submitted by the licensee with 
its initial cost statement was based upon amounts in the plant accounts before 
adjustment, the order of May 15, 1951, required the licensee to file within 6 
months from the date thereof a statement of accrued depreciation for the first 
Nisqually development as of January 1, 1944, based upon the Commission’s de- 
termination of actual legitimate original cost. 

After staff inspection of the old La Grande plant, review of the licensee’s 
depreciation policies and records, and conferences resulting in tentative agree- 
ment between the staff and licensee, the licensee filed on July 30, 1951, a state- 
ment of accrued depreciation totaling $462,654.47 for the first Nisqually de- 
velopment as of January 1, 1944. This amount was based upon the straight-line 
method, the service lives recommended by the Commission staff, and the Com- 
mission's determination of actual legitimate original cost. 

The amount, $462,654.47, represents 52.42 percent of the cost of the depreciable 
property totaling $882,635.97 included in the Commission-approved cost of $1,121,- 
477.12 and leaves a net investment of $658,822.65 for the first Nisqually develop- 
ment as of January 1, 1944. 

The State Auditor, Division of Municipal Corporations, of the State of Washing- 
ton, by letter dated September 26, 1952, has concurred in this determination of 
accrued depreciation to the extent that his concurrence is authorized by State 
statutes. 

The Commission finds: 

(1) The straight-line method of computation based upon the service life 
estimates adopted by the licensee, used in the determination of the amount of 
accrued depreciation on the first Nisqually development as of January 1, 1944, 
was reasonable and appropriate for purposes of the Federal Power Act. 

(2) The accrued depreciation on the first Nisqually development as determined 
by the licensee, as of January 1, 1944, is $462,654.47 with a resultant net invest- 
ment of $658,822.65 as of that date. 

(3) It is reasonable and appropriate for purposes of the Federal Power Act 
that the licensee establish and thereafter maintain a subaccount under account 
250, Reserve for the depreciation of electric plant, showing a total credit balance 
of $462,654.47 as the accrued depreciation for the first Nisqually development 
as of January 1, 1944, in accordance with the following functional classification : 


Production plant__- ; das saciid ate eee ees $385, 001. 69 
Transmission plant 77, 652. 78 


462, 654. 47 

The Commission orders: 

(A) The licensee is hereby directed to establish and account for the accrued 
depreciation on the first Nisqually development as of January 1, 1944, in the 
amount of $462,654.47, in the manner set forth in finding (3) above. 

(B) The licensee shall within 60 days from the date of this order file with 
the Commission two certified copies of its accounting entries showing compliance 
with this order. 

Adopted: December 9, 1952. 





Issued: December 11, 1952. 


FEDERAL POWER COMMISSION 
Order accepting surrender of license (transmission line) 
The Arizona Power Corp. 
Project No. 1248 


An application for surrender of the license for transmission-line project No, 
1248 was filed August 4, 1952, by the Arizona Power Co., which consists in part 
of the former corporation known as The Arizona Power Corp., the licensee of 
record for project No, 1248. 

The license for the project which affects lands of the United States within the 
Prescott National Forest and in part lands of the Veterans Administration Center 
at Fort Whipple, in Yavapai County. Ariz., and consists of the following lines: 
11,000-volt Walker-Amulet transmission line; 11,000-volt Walker-Sheldon dis- 
tribution line; 11,000-volt Poland Junction-Mount Elliott (Lelan) distribution 
line; 2,300-volt Copper Canyon-Salt Mine distribution line; and 440,000-volt 
Poland Junction-Prescott transmission line; was issued to The Arizona Power 
Co, on August 6, 1934, for the period beginning August 6, 1934, and terminating 
November 18, 1974, and subsequently transferred to The Arizona Power Corp., 
the licensee of record. 

Pursuant to the applicant's inquiry concerning the transfer to it of the license 
for the project, it was advised on September 10, 1947, that the lines under license 
are not primary lines as contemplated by section 3 (11) of the Federal Power 
Act and the filing of an application for surrender of the license was requested. 
it was also suggested that permits be obtained for the continued occupancy of 
the lands of the United States from the Federal agencies having jurisdiction 
over the lands. 

The applicant has informed the Commission that it has obtained a permit 
from the Veterans Administration for that part of the Poland Junction-Prescott 
line crossing lands of the Veterans Administration Center at Fort Whipple, Ariz., 
and that the Forest Service is awaiting acceptance by the Commission of sur 
render of the license for the project before issuing permits for the continued 
occupancy by the lines of lands of the United States over which it has juris- 
diction . 

On July 6, 1951, the Commission suggested to the Forest Service that any 
permits issued for the lines under license as project No. 1248 be made effective 
as of January 1, 1951—the effective date of other permits covering lines of the 


applicant formerly under license by the Commission—since the Commission pro 


posed to accept surrender of the license for the project as of December 31, 1950, 
upon the filing of application therefor. 

The annual charges under the license for the project have been paid through 
the year 1950 and the licensee’s copies of the license instruments have been 
returned. 

The Commission finds: 

Acceptance of surrender of the license for transmission-line project No. 1248 
is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission-line project No. 1248 is hereby 
accepted, effective as of December 31, 1950. 


Adopted: December 9, 1952. Issued: December 11, 1952. 
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Order approving transfer of license (major) 


Murray Dale Weaver, Lona Marie Weaver, Robert William Phipps, John Wesley 
Phipps, and Stanley Lubell 


Project No. 1890 


A joint application was filed June 20, 1952, by Murray Dale Weaver and Lona 
Marie Weaver, licensees for major project No. 1890, and Robert William Phipps, 
John Wesley Phipps, and Stanley Lubell, of Long Beach, Calif., for approval of 
transfer of the license for the project from the former to the latter. 

The license for the project, which is former project No. 922, improves and affects 
public lands and lands of the United States within the Inyo National Forest in 
Mono County, Calif., was issued effective as of January 1, 1945, for a period of 25 
years of Champion Sillimanite, Inc., and was transferred effective as of Decem- 
ber 18, 1947, to Murray Dale Weaver and Lona Marie Weaver, the present 
licensees. 

The interest of Murray Dale Weaver and Lona Marie Weaver in the project 
properties was acquired by Philip J. Vogel and Genevieve B. Vogel and by deed 
executed June 12, 1951, Robert William Phipps, John Wesley Phipps, and Stanley 
Lubell acquired the interest of Philip J. Vogel and Genevieve B. Vogel in the 
project properties. 

The Commission finds: 

(1) The proposed transferees are citizens of the United States and have sub- 
mitted satisfactory evidence of compliance with the requirements of all appli- 
cable State laws insofar as necessary for the operation of the project. 

(2) Approval of transfer of the license for the project as hereinafter provided 
will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1890 from Murray Dale Weaver 
und Lona Marie Weaver to Robert William Vhipps, John Wesley Phipps, and 
Stanley Lubell is‘hereby approved, effective as of June 12, 1951, subject to section 
9.3 of the Commission's regulations under the Federal Power Act, provided that 
the new licensees shall be subject to all the conditions of the license and to all the 
provisions and conditions of the act to the same extent as though they were the 
original licensees, and subject to the further condition that the net investment 
in the project shall not be increased on account of the transfer 

(B) This order shall become final 30 days from the date of its issuance unless 
application of rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance by Robert 
William Phipps, John Wesley Phipps, and Stanley Lubell of the license for project 
No. 1890. In acknowledgment of the acceptance of the license, this instrument 
shall be signed by Robert William Phipps, John Wesley Phipps, and Stanley 
Lubell, the new licenses, and returned to the Commission within 60 days from 
the date of issuance of this order. 


Adopted: December 9, 1952. Issued: December 12, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G—2076 


On October 16, 1952, New York State Natural Gas Corp. (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act, authorizing the construction and operation of a 
regulating station at a point near Phelps, Ontario County, N. Y., between 
the transmission pipeline systems of Tennessee Gas Transmission Co. (Tennessee 
Gas) and New York State Electric & Gas Corp. (New York Electric). 

Pursuant to due notice a public hearing was held in Washington, D. C. on 
December 9, 1952, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

Applicant proposes to construct and operate a regulating station between the 
pipeline system of Tennessee Gas and gas measuring facilities being installed 
by Tennessee Gas for the delivery of gas at Phelps, N. Y., to New York Electric 
(docket No. G—1573). By means of the proposed facilities applicant will be en- 
abled to meet its contract pressure requirement with New York Electric. The 
stated purpose of the facilities is to regulate the pressure at which gas will be 
delivered on peak days or during emergency periods by Tennessee Gas for the 
account of applicant to New York Electric. 

Tennessee Gas was authorized in docket No. G-1248, opinion 9 F. P. C. 262, to 
sell and deliver up to 15,000 M. c. f. per day on a firm basis to applicant near 
Albany, N. Y., for resale in that area. From its main pipeline system in New 
York, applicant delivers and sells varying volumes (about 30,000 M. c. f. per day) 
to New York Electric at Auburn, N. Y., for New York Electric’s Auburn-Geneva 
system, which includes service at Phelps, N. Y. Facilities proposed by applicant 
will serve to improve operating conditions on the Auburn-Geneva system, it 


being under contract to make deliveries at a uniform pressure of 75 pounds per 


square inch gage, whereas Tennessee Gas makes delivery to applicant at a mini- 
mum pressure of 200 pounds per square inch gage, with no obligation to meet 
pressure requirements of New York Electric. At the present time the maximum 
daily volume which Tennessee Gas is authorized to deliver and sell to applicant 
is 15,000 M. c. f. per day. 

The estimated overall capital cost of the proposed facilities is $33,150, which 
applicant proposes to defray from cash on hand. 

The Commission finds: 

(1) Applicant, a New York corporation having its principal place of business 
in Pittsburgh, Pa., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Pennsylvania and New York, is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 27, 1942, in docket No. G-312, 4 F. P. C. 844. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
applicant are subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities de- 
scribed herein by applicant are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to New York State Natural Gas Corp. authorizing it to construct and 
operate the facilities described above. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which an application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced by January 1, 
1953 and be completed and actual operations thereunder shall be commenced by 
applicant by March 1, 1953. 

(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) Within 3 months after date of issuance of the order granting the certifi- 
cate, a progress report showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of cost 
relied upon by applicant in the proceeding in which the certificate is issued. 

(3) Delivery of volumes of natural gas through the facilities proposed to be 
constructed and operated by applicant for delivery of gas at Phelps, N. Y., to 
New York State Electric & Gas Corp. by Tennessee Gas Transmission Co., shall 
be limited to 15,000 M. ¢. f. daily until further order of the Commission. 

(4) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issu- 
ing such certificate, and in accordance with the provisions of the Natural Gas 
Act, as well as any applicable rules, regulations, or orders of the Commission, 

Adopted: December 11, 1952. Issued: December 15, 1952, 
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Determination under section 24 of the Federal Power Act 


Lands Withdrawn in Proposed Project No. 720 


Docket No. DA-333-Colorado—Colorado Springs, Colorado 


The city of Colorado Springs, Colo., has requested a determination under sec- 
tion 24 of the Federal Power Act with respect to the following described lands 
located in the Pike National Forest, Colo., Sixth principal meridian, Colorado : 
T.12S., R. 71 W., sec. 31, SANEYNEY, NWYNEY : sec. 32, SANLNWYNW SY, 
SUNWYNWK. 

The subject lands are reserved pursuant to the filing of an application by 
the city and county of Denver for a preliminary permit on July 29, 1926 for 
project No. 720 under the Federal Power Act. 

These lands are located near the South Platte River, upstream from the limits 
of the reservoir as proposed by the application for the preliminary permit. The 
city of Colorado Springs proposes to divert water for municipal purposes and 
to use the lands for a pumping station site in connection with its water works. 

It appears that the proposed use of the subject land for the purposes proposed 
is of a higher value than that for purposes of power development and that said 
use will not materially injure or destroy their value for purposes of future power 
development. 

Federal officials have reported on the application and state officials of Colorado 
have interposed no objection to the application. 

The Commission determines: 

The value of the above-described lands will not be injured or destroyed for 
purposes of power development by the use proposed by the city of Colorade 
Springs, subject to the provisions of section 24 of the Federal Power Act. 


idopted: December 11, 1952. Issued: December 15, 1952. 


Findings and order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Co. 
Docket No. G-2037 


On September 2, 1952, Panhandle Eastern Pipe Line Co. (applicant) filed an 
application, as amended on October 10, 1952, for a certificate of public conven- 
fence and necessity pursuant to section 7 of the Natural Gas Act authorizing the 
construction and operation of certain natural-gas lateral pipeline facilities to 
augment the capacity of its so-called Peoria lateral and other lines extending 
therefrom. 

More specifically, applicant proposes to construct and operate the following 
lateral pipeline facilities : 


(1) 13.2 miles of lateral loop line—consisting of 3.5 miles of 16-inch pipe, 3.5 


miles of 20-inch pipe, 1.0 mile of 22-inch pipe, and 5.2 miles of 24-inch pipe— 
extending from Glenarm (Illinois) compressor station on applicant’s main 
natural-gas transmission pipeline. 


2) 10 miles of 65-inch lateral pipeline paralleling applicant’s existing pipe- 
line facilities extending from the Peoria lateral to Lincoln, Il. 

(3) A 330 horsepower compressor station to be located at the junction of lat- 
eral pipelines extending from the Peoria lateral to Galesburg and Canton, Il. 

On September 29, 1952, Illinois Power Co., a distributing-company customer 
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of applicant, filed a petition seeking leave to intervene in this proceeding. Sub- 
sequently, on October 30, 1952, the company requested withdrawal of such peti- 
tion. By order issued November 26, 1952, the Commission permitted such with- 
drawal. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
December 15, 1952, respecting the matters involved and the issues presented by 
the application, as amended. No pending protest to the application, as amended, 
has been received. 

Temporary authorizations to construct and operate the facilities described 
above were granted by the Commission on September 24 and November 6, 1952 

$y means of the facilities described, applicant proposes to augment the ca- 
pacity of the Peoria lateral and lines extending therefrom to enable it to deliver 
the contract demand volumes of Central Illinois Light Co. (99,900 M. e. f.), Cen- 
tral Illinois Electric & Gas Co. (6,050 M. e¢. f.), Illinois Power Co. (67,000 
M. c. f.), Central Illinois Public Service Co. (37,800 M. ¢ f), and Morton Munici- 
pal Gas Co. (1,975 M. ¢. f.). The first two companies and Morton Municipal Gas 
(Co. purchase all their gas requirements, under service agreements, from applicant 
at delivery points located on or near the Peoria lateral. The other two companies 
purchase only a portion of their contract requirements at such delivery points 
Applicant entered into service agreements with such companies pursuant to the 
provisions of the Commission's opinion and accompanying order issued June 15, 
1951, In the Matters of Panhandle Eastern Pipe Line Company, et al., Docket 
Nos. G-1116, et al., 10 F. P. C. 185. Such service agreements were permitted to 
become effective as of February 20, 1952, by order of the Commission issued 
March 5, 1952, in those proceedings. 

This record shows that the existing Peoria lateral and the lines extending 
therefrom are of insufficient capacity to deliver the contract demand volumes 
of the distributing-company customers served thereby, including 13,400 M. ec. f. 
per day to Illinois Power Co. at its Galesburg, Knoxville and Abingdon delivery 
points on applicant's Galesburg lateral pipeline, which extends west of the 
Peoria lateral. Applicant states that by means of the proposed facilities it will 
be able to deliver the contract demand volumes to customers at delivery points 
at or near the Peoria lateral. 

The estimated overall capital cost of the proposed facilities is $1,009,000. Ap- 
plicant intends to finance the cost of such facilities out of current funds on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business at 
Kansas City, Mo., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas, Oklahoma, Kansas, Mis- 
souri, Illinois, Indiana, Ohio, and Michigan. By such operations applicant is 
engaged in the transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of October 
17, 1945, In the Matter of Panhandle Eastern Pipe Line Co., et al., Docket No. 
G-24, 4 F. P. C. 1081. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 CFR 1.32 (b)) having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as amended, in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of 
this order. 

(C) The following conditions be and the same are hereby attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and the service herein authorized shall be actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance of 
this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(a) within 10 days after issuance of this order, notice of date construction 
was bona fide commenced ; 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein ; 

(c) within 10 days after issuance of this order, notice of date any facilities 
herein authorized were constructed and placed in service, or any operation and 
service herein authorized was commenced; and, similarly, within 10 days after 
all facilities herein authorized have been constructed and placed in service, and 
all operation and service herein authorized have commenced, notice of the date 
of such placement and commencement ; 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized has com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a 
statement showing and explaining the cause for any difference between actual 
cost and estimate of cost relied upon by applicant in this proceeding. 

(3) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation authorized by this order issuing such certificate 
and in accordance with the provisions of the Natural Gas Act, as well as any ap- 
plicable rules, regulations, or orders of the Commission. 
Adopted: December 16,1952. Issued: December 16, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
The Permian Oil & Gas Co. 
Docket No. G—2045 


On September 8, 1952, the Permian Oil and Gas Co. (applicant), an Ohio cor- 
poration having its principal place of business at the First National Bank Build- 
ing, Marietta, Ohio, filed an application, as supplemented and amended on Oc- 
tober 16, 1952, and December 3, 1952, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 4,520 feet of 3-inch pipeline, a metering 
and regulating station and appurtenant facilities in Olive Township, Noble 
County, Ohio, the continued operation of approximately 14 and one-quarter miles 
of existing 2, 3, and 4-inch pipeline in Noble and Washington Counties, Ohio, 
and the transportation of natural gas of which not to exceed 300 M. c. f. a day 
is to be purchased from Texas Eastern Transmission Corp. (Texas Eastern) for 
service to existing retail customers in the villages of Caldwell, Dexter City, 
Macksburg, Elba, Dudley, Olive and South Olive, all in Ohio, and the outlying 
and intermediate districts thereof. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
December 11, 1952, respecting the matters involved and the issues presented by 
the application. No protest in opposition to the granting of the application has 
been received. 

On October 6, 1952, the Public Utilities Commission of the State of Ohio filed 
a notice of intervention urging that applicant be granted authority to purchase 
300 M. c. f. a day of natural gas from Texas Eastern. 

The record shows that paragraph (B) (3) of the order accompanying opinion, 
issued July 3, 1952, in docket No. G—1693 et al., 11 F. P. C. 211, authorized and 
directed Texas Eastern to reserve not to exceed 300 M. ec. f. of gas a day for 
applicant and, further, that this application was filed in compliance with the 
condition contained in said paragraph (B) (3), as amended November 14, 1952, 
requiring filing and prosecution of this application. 

The record further shows that applicant needs the volume of gas herein in- 
volved to supplement its existing supply in local wells which have become 
depleted. 

Cost of construction is estimated at $6,559, to be provided out of funds on hand. 

The Commission finds: 

(1) Applicant, an Ohio corporation with its principal place of business at 
Marietta, Ohio, upon construction and operation of the proposed facilities herein- 
before described, and upon placing in operation the existing facilities herein- 
before described for the purpose of transporting natural gas purchased from 
Texas Eastern Transmission Corp., will be engaged in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and will, therefore, be a “natural-gas company” within the meaning of the 
Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation of the proposed facilities 
and the operation of the existing facilities as proposed by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the con- 
tinued operation of the existing facilities as proposed by applicant are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
tied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the proposed facili- 
ties hereinbefore described and to continue operation of the existing facilities 
as hereinbefore described and proposed, all as more fully described in the appli- 
cation in this proceeding and the exhibits appended thereto, for the transporta- 
tion of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 

(1) The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of issuance 
of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance 
of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(a) within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning ; 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein; 

(c) within 10 days after the facilities herein authorized have been constructed 
und placed in service or any operation and service herein authorized has com- 
menced, notice of the date of such placement and commencement; and 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized have com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest 
during construction, contingencies, and all other items of cost, together with a 
statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon by applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operation hereby authorized in accordance with the 

provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 


Adopted: December 16, 1952. Issued: December 16, 1952. 
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Order receiving in evidence submittals by Gibson County Utility District of 
Tennessee and amending order 


Texas Gas Transmission Corp. 
Docket No. G—1847 


On September 15, 1952, Gibson County Utility District of Tennessee ( Utility 
District), an intervener in this proceeding, filed with the Commission a ‘“Sup- 
plemental petition” requesting that there be received in evidence herein a re- 
vised engineering report and letters from three investment banking firms, which 
purport to show the economic feasibility of its proposed project and the ability 
of the Utility District to finance this project. An amendment to such revised 
report was filed on November 4, 1952. This proffered evideuce is submitted in re- 
sponse to paragraph (B) (4) of the Commission's order issued July 25, 1952, 
herein, accompanying opinion, 11 F. P. C. 227. 

Utility District intervened in this proceeding and requested the Commission 
to require and direct Texas Gas Transmission Corp. (Texas Gas) to provide 
it with a maximum daily volume of 4,122 M. c. f. of natural gas for distribu- 
tion at retail in the communities of Milan, Trenton, Dyer, Rutherford, and 
Kenton, Tenn., and along the District’s proposed transmission line. That is the 
estimated volume required to meet demands anticipated for the peak day of the 
fifth winter season of operation of the proposed transmissien and distribution 
facilities of Utility District. 

The Commission, by its order issued July 25, 1952, directed Texas Gas to make 
available on a firm basis to Utility District a maximum daily volume of 2,559 
M. c. f. of natural gas, provided that Utility District satisiied certain stated con- 
ditions. That is the estimated volume required to meet demands for the peak 
day of the second full heating season of service. The maximum was fixed by 
the estimates for the second year because Texas Gas proposed to provide other 
customers volumes of gas sufficient only to satisfy the requirements of newly 
served communities on the estimated peak day of the second full heating season 
of operation of the new distribution systems. 

Evidence introduced by Utility District in the hearings in this proceeding 
showed that net revenues accruing to Utility District in the second year of 
operation would approximate only 1.24 times the estimated total debt service re- 
quirement. Such coverage, the Commission concluded, was not sufficient to 
justify a finding that the project of the Utility District could be financed or that 
it was economically feasible. 

Accordingly, the requirement that Texas Gas make firm gas available to 
Utility District was conditioned to require the latter, within 60 days from the 
date of the issuance of the order, to provide proof satisfactory to the Commission 
vf the economic feasibility of its project and of its ability to finance the project. 
This proceeding was kept open for the purpose of receiving such evidence if 
offered in the time allowed. The Commission also retained jurisdiction to permit 
such further action as might be required in this respect. 

The supplemental petition, the revised engineering report and the amendment 
thereto, and the letters were served upon all parties to this proceeding by the Sec- 
retary of the Commission and comments thereon were invited. No protests, or 
objections to the supplemental petition or to the receipt in evidence of the revised 
engineering report and the letters from the three investment banking firms 
have been filed with the Commission. However, Texas Gas, on November 26, 
1952, did file a letter in which it states that it “has no comments to make with 
respect to said filing, other than those contained in a letter dated October 18, 
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1952,’ which was sent to counsel for Utility District, a copy of which was sub- 
mitted with the letter of Texas Gas to the Commission. The letter of October 18, 
1952, pointed out to the Utility District certain purported “defects” in the revised 
engineering report, which apparently have been largely, if not entirely overcome 
by the amendment thereto filed on November 4, 1952. 

The revised engineering report is a revision of Utility District’s principal 
exhibit herein, exhibit No. 75 in evidence. It shows that Utility District has 
reduced the estimated cost of its project by a reduction in the size of the trans- 
mission line from 6-inch to 4-inch diameter pipe and by a reduction of approxi- 
mately twelve percent in the capacity of its distribution system. A comparison 
of the cost of the two projects may be summarized as follows: 


| fe | ' 
| Original Revised Reduction 


| project project 


| | 
Transmission line : es ; $642, 000 $409, 293 | $232, 707 
Distribution system - -- y tee 2 | 993, 704 | 724, 107 269, 597 
Legal, engineering and other costs sales 514, 296 | 366, 600 | 147, 696 





2, 150, 000 1, 500, 000 650, 000 


Utility District also now proposes to prescribe retail rates approximately 18.4 
percent higher than those proposed earlier. However, it appears that such rates 
are below the equivalent cost of competitive fuels and compare favorably with 
retail rates in effect in other communities in Tennessee. 

On the basis of the revised rates proposed to be charged, net revenues accru- 
ing to the Utility District in the second year of operation of its proposed facili- 
ties would approximate 1.604 times the revised estimated total debt service 
requirement. Such computation gives effect to the cost of purchased gas based 
upon the presently effective rates of Texas Gas. If consideration is given to 
the proposed increased rates of Texas Gas, which have been suspended by order 
of the Commission issued August 1, 1952, at docket No. G—2017, such coverage is 
1.525 times the estimated total debt service requirement. 

Utility District proposes to finance its revised project by the sale of revenue 
bonds at 4 percent interest. It has submitted letters from three investment 
banking firms stating their intention to bid upon the bonds. Expert testimony 
previously introduced in evidence by Utility District, as well as by other inter- 
veners, indicates that such revenue bonds are salable if the net revenues asso- 
ciated therewith are sufficient to provide a coverage of at least one and one- 
half (1.5) times the debt service requirement. 

Utility District, by its supplemental petition, also requests that the Commis- 
sion amend the aforesaid paragraph (B) (4) of the order issued July 25, 1952, 
to allow Utility District to accept delivery of gas within 12 months or a “‘reason- 
able period of time” after completion by Texas Gas of the facilities authorized in 
this proceeding. The Commission’s order provided that the allocation of gas 
shall become null and void in the event Utility District is unable to accept 
delivery of gas within 30 days after completion by Texas Gas of the facilities 
authorized and the commencement of operation thereof. The amendment is 
sought so that Utility District’s proposed revenue bond issue may be placed “in 
a more salable condition and wider market.” Under the circumstances present 
here, it does not appear practicable or appropriate to reserve firm capacity for 
a 12-month period until some time in 1954, especially in view of the demands 
upon Texas Gas by customers for additional supplies of natural gas. 

The Commission finds: 

(1) The revised engineering report, as amended, and the letters from the 
three investment banking firms submitted by Utility District constitute satis- 
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factory proof that its project is economically feasible and may be financed, and 
such report and letters should be received in evidence herein as requested by 
Utility District in its supplemental petition. 

2) Good cause exists to permit Utility District to accept delivery of gas 
within 90 days after completion by Texas Gas of the facilities authorized in this 
proceeding and the commencement of operation thereof; and paragraph (B) (4) 
of the order issued herein on July 25, 1952, accompanying the opinion should be 
amended accordingly. 

The Commission orders: 

(A) The revised engineering report as filed on September 15, 1952, and 
amended on November 4, 1952, and the letters from J. C. Bradford & Co., Cum- 
berland Securities Corporation, and Juran & Moody to Gibson County Utility 
District, dated September 9, 10, and 11, 1952, respectively, submitted by Gibson 
County Utility District in response to the provisions of paragraph (1B) (4) of 
the Commission’s order issued herein on July 25, 1952, accompanying the 
opinion, be and the same are hereby received in evidence as requested in 
the supplemental petition filed on September 15, 1952, and accepted as con- 
stituting satisfactory proof of the economic feasibility of the project of Gibson 
County Utility District and its ability to finance such project. 

(B) Paragraph (B) (4) of the Commission’s order issued herein on July 
25, 1952, accompanying the opinion, be and the same is hereby amended to read 
as follows: 


Make available on a firm basis to Gibson County Utility District a maxi- 
mum daily volume of 2,559 M. ec. f. of natural gas: Provided, That this 
allocation shall become null and void in the event Utility District is unable 
to accept delivery of gas within 90 days after the completion by Texas Gas 
of the facilities herein authorized and the commencement of operation 
thereof. 

Adopted: December 16, 1952. Issued: December 17, 1952. 


Order issuing new license (minor) 
Fred Bahovec 
Project No. 1185 


Application was filed on May 23, 1952 by Fred Bahovec of Baranof, Territory 
of Alaska, for a new license under the Federal Power Act (hereinafter referred 
to as the act) for constructed minor project No. 1185, located on Baranof River 
at Warm Springs Bay, Baranof Island, Alaska, and affecting public lands of 
the United States. 

A license for project No. 1185 was issued on August 23, 1932 for a period of 
5 years. A new license was issued for the same project for 5 years from 
August 23, 1987. The license was again renewed, without charge, for a period 
of 10 years as of August 23, 1942. 

The project, license for which expired on August 23, 1952, is substantially 
the same as the former minor project No. 1185, occupying one-half acre of 
public land of the United States which said land was eliminated from the Tongass 
National Forest by Public Land Order No. 647 dated May 31, 1950, and consists of : 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined. 
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(b) Project works, consisting of a small diversion dam, a wood flume about 
80 feet long, a wooden overshot water wheel, an electric generator of 3 kilowatts 
capacity, about 200 feet of power line extending to the licensee’s residence and 
mink pens. 

(c) All other structures, fixtures or facilities used or useful in the maintenance 
and operation of the project and located on the project area, and all rights and 
interests, the possession of which is necessary or appropriate in the maintenance 
and operation of the project ; which lands and project works are more specifically 
shown and described by certain exhibits which formed a part of the application 
for license, and which are designated and described as follows: 

Exhibit E (F. P. C. No. 1185) map in one sheet entitled “Bahovec power 
project, Warm Springs Bay, Alaska, Tongass National Forest” signed on Novem- 
ber 10, 1931 by Fred Bahovec, and approved by the Commission on November 10, 
1942; 

Exhibit D specifications in one typewritten sheet entitled “General description 
of project works and power equipment,” signed on November 10, 1931 by Fred 
Bahovec and approved by the Commission on November 10, 1942. 

The energy generated is used for domestic purposes and for use at applicant’s 
mink farm. 

By letter dated July 18, 1952, the Alaska Department of Fisheries recom- 
mended that the license be granted. 

By letter dated May 13, 1952, transmitting the application for a new license, 
the Chief, Forest Service, raised no objection to renewal of the license. 

By letter dated June 19, 1952, the Commission invited comments from the 
Secretary of the Interior, stating that if no reply was received within 90 days, 
it would be assumed that he did not wish to submit any comments. To date 
no reply has been received. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of applicable laws of the 
Territory of Alaska insofar as is necessary to effect a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development plan of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The installed capacity of the project is about 10 horsepower and the energy 
generated thereby is used by the applicant for domestic purposes and for a mink 
farm. 

(5) The statement and map designated as exhibits E and D, hereinbefore 
conform to the requirements of the Commission’s rules and regulations and 
should be approved and incorporated into this license. 

(6) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 
23 (a), insofar as it relates to the determination of fair value. 
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The Commission orders: 

(A) This new license is issued without charge to Fred Bahovec of Baranof, 
Alaska, under sections 4 (e) and 15 of the act for a period of 10 years, effective 
August 23, 1952, for the operation and maintenance of minor project No. 1185 
upon public land of the United States subject to the terms and conditions of the 
act which is hereby incorporated by reference as a part of this license (except 
that the terms and conditions of part I of the act referred to in finding (7) above 
are hereby waived to the extent therein specified), and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of this act. 

(B) The amount of water to be diverted from the Baranof River for this 
project shall not exceed seven cubic feet per second, the approximate hydraulic 
capacity of the existing project works. In the event that the Commission shall 
issue another license comprehending a more complete development of the power 
and water resources of said river which other license may create a conflict of 
rights, privileges or interests between the licensee herein and the new licensee, 
then and in that event the applicant for the larger project may elect whether to 
supply electric power to the licensee of this project (No. 1185) until the expira- 
tion date hereof, or that he will otherwise compensate the licensee for the inter- 
ference with the diverted flow of the water or any part thereof, which said 
flow for power development purposes is herein permitted for the term of the 
license. 

(C) This license is also subject to the terms und conditions set forth in form 
L-7, entitled “Terms and conditions of license for minor project affecting lands 
of the United States,” which terms and conditions are attached hereto and 
made a part hereof. 

(D) The exhibit described and designated in the third paragraph of this order 
is approved as part of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 

In acknowledgment of the acceptance of this license, it shall be signed by the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Adopted: December 16,1952. Issued: December 18, 1952. 


Order further amending license (major) 
Platte Valley Public Power & Irrigation District 
Project No. 1835 


Application was filed October 9, 1950 by Platte Valley Public Power and Irri- 
gation District, licensee for major project No. 1835, for further amendment of its 
license for the project: (a@) to exclude therefrom all the transmission facilities 
now in the project works, except for those at the North Platte plant substation and 
for the portion of the 113-kilovolt North Platte plant-Columbus transmission 
line which extends from the plant to the point of interconnection with the westerly 
tie-line from Johnson Canyon No. 2 plant of project No. 1417; and (}) to include 
in the license 61 maps showing the aforementioned portion of the 113-kilovolt 
line. 
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No lands of the United States are affected by the amendment sought. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The following described transmission facilities are primary transmission 
facilities and should be included in the license : 

(a) The 115 and 69-kilovolt substation facilities at the North Platte hydroelec- 
tric plant; and 

(b) The 115-kilovolt line from the North Platte plant substation to the inter- 
connection with the 115-kilovolt westerly tie-line from the Johnson Canyon No. 
2 plant of project No. 1417. 

(3) The hereinafter described 61 map exhibits showing the portion of the 
113-kilovolt North Platte plant-Columbus transmission line to be retained in the 
license conforms to the Commission’s rules and regulations and should be approved 
asa part of the license for the project. 

The Commission orders: 

(A) The map-exhibits referred to in the preceding paragraph are approved 
as part of the license for the project. 

(B) The license for project No. 1835 is hereby further amended, effective as 
of January 1, 1952, to provide for the elimination of the transmission facilities 
referred to in the opening paragraph of this order, comprising four substations, 
two nonprimary transmission lines, and a nonprimary section of a primary line, 
and to include therein the approvide map-exhibits; the said amendment being: 

Paragraph I. Article 2 of the license is amended to read as follows: 

Article 2. The project covered by and subject to this license is located in Keith, 
Lincoln, and Dawson Counties and on the North Platte and South Platte Rivers, 
Nebr., and consists of: 

(a) All lands constituting the project boundary or the limits of whicn are 
otherwise defined, and/or interest in such lands necessary or appropriate for 
the purposes of the project, whether such lands or interest therein are owned 
or held by the licensee or by the United States; such project area and project 
boundary being more specifically shown and described by certain exhibits which 
formed a part of the application for license and for amendments of license and 
which are designated and described as follows: 

Exhibit J—General maps in 4 sheets, comprising : Sheet No. C131R-1 (F. P. C. 
No. 1835-140) entitled “Location Map,” signed Platte Valley Public Power & 
Irrigation District by Robert A. Wolcott, office engineer, on June 21, 1947; 

J—1.—Sheet No. W9-9 (F. P. C. No. 1835-1) Sutherland Project P. W. A. D- 
573, General Map of Canals and Reservoirs, Structure Locations; dated Janu- 
ary 8, 19385; drawn by R. A. W.; 


J-2.—(F. P. C. No. 1835-2) Platte Valley Public Power & Irrigation District 
transmission line map for the State of Nebraska; dated December 1937 
by R. A. Wolcott ; 


; drawn 


J-3.—(F. P. C. No. 1835-1838) Diversions and gaging stations, Platte Valley 
and tributaries, Oshkosh to Kearney, Platte Valley Public Power & Irrigation 
District, dated February 1941, by J. F. Mesmer and R. A. Wolcott. 

Exhibit K.—A drawing in 5 sheets signed Platte Valley Public Power & Irriga- 
(ion District by Robert A. Wolcott, office engineer, on June 21, 1947, compris- 
ing: Sheet No. C131R-2 (F. P. C. No. 1835-163), entitled “Plan and profile— 
sta. 0+00 to sta. 18+51.21—typical canal sections ;” Sheet No. C131R-3 (F. P. C. 
No. 1835-164), entitled “Plan and profile—station 18+-51.21 to station 104+00;” 
Sheet No. C131R-4 (F. P. C. No. 1835-165), entitled “Plan and profile—station 
99+-62.95 to station 216+73.41;” Sheet No. C131R-5 (F. P. C. No. 1835-166), 
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entitled “Plan and profile—station 213+85.91 to station 320--98.25;” Sheet No. 
C131R-6 (F. P. C. No. 1835-167), entitled “Plan and profile—sta. 320+98.25 to 
sta. 389+-87.19—end of Contract.” 

Exhibit K.—Detail maps in 31 sheets, designated Platte Valley Publie Power 
« Irrigation District, Sutherland Project, P. W. A. D-573 (or D-573-P. P.) North 
Platte, Nebr., approved by the Commission March 16, 1943, unless otherwise in- 
dicated. 

K-1—Sheet No. C4-2 (F. P. C. No. 1885-4) Diversion dam, topographic map 
& plan, dated August 22, 1934, boundary notation revised March 1943, signed by 
Donald D. Price, approved by the Commission April 13, 1943; 

K-3.—Sheet No. C10-2 (F. P. C. No. 1835-6) Supply canal, sections A & B, 
plan & profile, stations 59+37.35-170, dated December 24, 1934, boundary nota- 
tion revised March 1943, signed Donald D. Price, approved by the Commission 
April 13, 1943; 

K-4.—Sheet No. C10-3 (F. P. C. No. 1835-7) Supply canal, sections A & B, 
plans & profile, stations 170-294+-82.9, dated December 24, 1943, signed Donald 
D. Price ; 

K-5. and K-6.—Sheets Nos. C13-2R and -3R (F. P. C. Nos. 1835-8 and -9) 
Supply canal, Section C, plan & profile (in 2 sheets), Sta. 294-+82.9-358, and 
stations 358-437+-38.7, both dated December 26, 1934, both signed Donald D. 
Price; 

K-?. to 11 incl.—Sheets Nos. C10—+4, —5, -6, -7, and -8 (F. P. C. Nos. 1835-10, 
~11, -12, -18, and -14) Supply canal, sections A & B, plan & profile (in 5 sheets), 
stations 4837-+-38.7-530, stations 530-650, stations 650-770, stations 770-890, sta- 
tions 890-983+-79.2, all dated December 24, 1934, all signed by Donald D. Price; 

K-12.—Sheet No. C8-2R (F. P. C. No. 1835-15) Supply Canal—Open cut, plan 
& profile of canal dated November 1, 1934, signed by Donald D. Price; 

K-16.—Sheet No. C17-2R (F. P. C. No. 1835-19) South Platte River siphon, 
plan and profile stations 1053+50-1113, dated February 9, 1935, marked “as 
built,” signed Donald D. Price; 

K-18 to 21 incl.—Sheets Nos. C12-2, -3, -4, and -5 (F. P. C. Nos. 1835-21, —22, 
—23, and —24) supply canal, sections D. & E., plan & profile (in 4 sheets), stations 
1126+-25.0-1256, stations 1256-1386, stations 1386-1516, stations 1516-1646, all 
dated December 15, 1934, all signed by Donald D. Price; 

(Note: For Supply Canal, Sta. 1646-1780 see K-43) 

K-22.—Sheet No. C2-2R (F. P. C. No. 1835-25) Sutherland reservoir, topo- 
graphic map & plan, dated October 10, 1934, marked “Control plans, March 25, 
1935,” boundary notation revised March 1943, signed Donald D. Price; 

K-24 to 33 incl—Sheets Nos. C106-5R, -6R, -7R, -8, -9R, —-10R, -11R, —12R, 
-13R, and -14 (F. P. C. Nos. 1835-27, —28, —29, -30, -31, -32, —33, -34, -35, and -36) 
Outlet canal, plan & profile (in 10 sheets) Sta. 100-220, Sta. 220-340, Sta. 340-460, 
Sta. 460-580, Sta. 580-700, Sta. 700-820, Sta. 820-940, Sta. 940-1060, Sta. 1060— 
1180, and Sta. 1180-1213, all signed by A. R. Wellwood, all dated May 24, 1938, 
all marked “revised (or checked) as built 1/23/39” ; 

K-34 and 35.—Sheets Nos. C6-2R and -3R (F. P. C. Nos. 1835-37, and -38) 
Regulating reservoir, Power canal & forebay (in 2 sheets), Topographic map of 
regulating reservoir, topographic map of power canal & forebay, both dated 
October 10, 1934, boundary notation of both revised March 1943, both signed by 
Donald D. Price; 

K-40.—Sheet No. C15-2 (F. P. C. No. 1835-43) excavation for tailrace & power 
house site, plan & profile, dated January 12, 1935, signed by Donald D. Price; 
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K-43.—Sheet No. C12-6 (F. P. C. No. 1835-139) Supply canal, sections D. 
& E., plan & profile, Sta. 1646-1780, dated December 15, 1934, signed by Donald 
D. Price; 

Exhibit K-2a.—(¥F. P. C. Nos. 1835-171 to —231 inclusive) a transmission-line 
location map in 61 sheets, entitled “P. V. P. P. & I. D.—mile map (E4-1 to -61 
inclusive)—power house to Columbus”, signed Platte Valley Public Power & 
Irrigation District by P. N. McKinley, president, on September 14, 1950; 

(b) All water rights held by the licensee and necessary and useful to the opera- 
tion of the project, including those water appropriations rented to the licensee 
by the Department of Roads and Irrigation of the State of Nebraska, cited in 
certificate executed April 14, 1941 by Wardner G. Scott, State Engineer. 

(c) All constructed project works consisting principally of : 


an earth-filled dam in the South Platte River, with gated spillway and sluice- 
Way, a canal about 7.4 miles long with a drop structure at its confluence with the 
North Platte canal; a concrete diversion dam about 9 feet high and about 1,300 
feet long in the North Platte River; a supply canal having a maximum capacity 
of 1,800 cubic feet per second, about 32.55 miles long, including an inverted 
siphon section 7,000 feet long under the South Platte River; a storage reservoir, 
called the Sutherland Reservoir, designed for a capacity of 178,000 acre-feet ; an 
outlet canal having a maximum capacity of 1,400 cubic feet per second, about 19 
miles long; a regulating reservoir having storage capacity of 21,000 acre-feet; a 
power canal having a maximum capacity of 2,700 cubic feet per second, about 2 
miles long; a fore-bay having a storage capacity of about 800 acre-feet ; a power 
conduit 13 feet 4 inches in diameter and about 3,000 feet long; a power house, 
called the North Platte, having an installed turbine capacity of 36,000 horsepower 
in two units, with two penstocks and a surge tank and with provisions for two 
additional units of the same size, so that the ultimate capacity would be 72,000 
horsepower ; a tailrace having a maximum capacity of 2,700 cubic feet per second, 
about 2 miles long, extending to the South Platte River; the 115-kilovolt and 
69-kilovolt substation facilities at North Platte plant; the portion of the 115- 
kilovolt North Platte plant-Columbus transmission line which extends from the 
plant to the point of interconnection with the westerly 115-kilovolt tie-line from 
Johnson Canyon No. 2 plant 

the location and character of which are specifically shown and described by 
certain exhibits which formed part of the application for license, and by other 
exhibits which formed part of applications for amendment of license and which 
are designated and described as follows : 

Erhibit L.—Drawings in 25 sheets, signed Platte Valley Public Power & Irri- 
gation District by Robert A. Wolcott, office engineer, on June 21, 1947, compris- 
ing: Sheet No. C131R-7 (F. P. C. No. 1835-141), entitled “Parshall flume and 
bridge—Sta. 46+38—plan and sections ;” Sheet No. C131R-8 (F. P. C. No. 1835 
142), entitled “Parshall flume and bridge—Sta. 46+38—sections and details ;” 
Sheet No. C131R-9 (F. P. C. No. 1835-148), entitled ‘canal drop structure—Sta. 
386-+-00 ;” Sheet No. C131R-16 (F. P. C. No. 1835-144), entitled “General Plan- 
dam and dikes—topography of ponds;” Sheet No. C131R-17 (F. P. C. No. 1835 
145), entitled “North Dike, access road and fuse plug:” Sheet No. C131R-18 
(F. P. C. No. 1835-146), entitled “General plan—spillway, sluiceway and canal 
intake ;” Sheet No. C131R-19 (F. P. C. No. 1835-147), entitled “North head- 
wall—plan, elevation, and sections; Sheet No. C131R-20 (F. P. C. No. 1835 
148), entitled “North headwall—sections ;” Sheet No. C131R-21 (F. P. C. No. 
1835-149), entitled “Controlled spillway and sluiceway—plan, sections, and de 
tails ;” Sheet No, C131R-22 (F. P. C. No. 1835-150), entitled “Spillway, sluice- 
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way and apron details—construction joints ;” Sheet No. C131R-23 (F. P. C. No. 
1835-151), entitled “Canal intake plan, sections and details ;” Sheet No. C131R 

24 (F. P. C. No. 1835-152), entitled “Canal intake sections ;” Sheet No. C131 R-25 
(F. P. C. No. 1835-153), entitled “Roller gates—canal intake;” Sheet No. 
C131R-26 (F. P. C. No. 1835-154), entitled “20’ Radial gate for sluiceway—13’ 
head ;” Sheet No. C131R-27 (F. P. C. No. 1835-155), entitled “10’ Radial gate 
for sluiceway—13’ head ;” Sheet No. C131R-28 (F. P. C. No. 1835-156), entitled 
“20' Radial gate—6’ head for controlled spillway :” Sheet No. C131R-29 (F. 
P. C. No. 1835-157), entitled “Counterweight for 20’ x 13’ radial gate;” Sheet 
No. C131R-31 (F. P. C. No. 1835-158), entitled “Sheet piling details; Sheet No. 
C1381R-32 (F. P. C. No. 1835-159), entitled “Diversion dam—log of drill holes :" 
Sheet No, C131R-33 (F. P. C. No. 1835-160), entitled “Spillway structure—sta- 
bility analysis;’’ Sheet No. C131R-34 (F. P. C. No. 1835-161), entitled “Intake 
structure—stability analysis;’ Sheet No. C131R-35 (F. P. C. No. 1835-162). 
entitled “Pressure test piping—spillway, sluiceway and canal intake;” Sheet No. 
C131R-11 (F. P. C. No. 1835-168), entitled “Typical timber bridge;” Sheet No. 
C131R-15 (F. P. C. No. 1835-169), entitled “Right of way fence and cattle 
guard—typical construction details;”’ Sheet No. C131R-30 (F. P. C. No. 1835 

170), entitled “Gates for drop structure.” 

Erhibit L—Drawing No. PVH-171C-1 (F. P. C. No. 1835-232), entitled 
“South Platte diversion dam—details of warm water de-icing system,” signe 
Platte Valley Public Power & Irrigation District, by P. N. McKinley, president, 
on October 19, 1944. Dated February 23, 1951. 

Exhibit L.—Plans in 39 sheets, designated Platte Valley Public Power & 
Irrigation District, Sutherland project P. W. A. D-573 (or D-573-PP), North 
Platte, Nebr., approved by the Commission March 16, 1948. 

[L-1 and —2.—Sheets Nos. C4-3, and -4 (F. P. C. Nos. 1835-46, and —47) 
diversion dam (in 2 sheets), Profile plan & sections, Plan of spillway & spur 
dikes, both dated August 22, 1934, both signed Donald D. Price; 

L—4.—Sheet No. C4-6R1 (F. P. C. No. 1835-40) Diversion dam, detail of 
spillway, dated November 6, 1934, signed Donald D. Price; 

L-5—(F. P. C. No, 1835-50) diversion dam, plan of headworks and weir; 

L—6.—Sheet No. C4-9R (F. P. C. No. 1835-51) Diversion dam, details of head- 
works and weir, dated October 16, 1984, marked “Control plans March 25, 1935,” 
signed by Donald D. Price; 

L-7.—Sheet No. C4-10R (F. P. C. No. 1835-52) Diversion dam, details of sluice- 
way, dated October 26, 1934, revised 11-28-34, signed by Donald D. Price; 

L-8.—Sheet No. C10-9 (F. P. C. No. 1835-53) supply canal sections A & B, 
typical canal section dated December 24, 1934, signed by Donald D. Price; 

E-12, 13, and 14.—Sheets Nos. C10-1006R, —1007R, and 1010R (F. P. C. Nos. 
1835-57, -58, -59) spillway check and sluices—Sta. 144+-50 (in 3 sheets), general 
plan, general sections, siphonie spillway, all dated October 16, 1935, all signed 
Donald D. Price; 

L—15.—Sheet No. C13-4R (F. P. C. No. 1835-60) supply canal—section C, 
typical canal sections, dated December 26, 1934, signed Donald D. Price; 

L-17.—Sheet No. C13-10R (F. P. C. No. 1835-62) supply canal—section ¢, 
detail of flume Sta. 430+20.5, dated March 25, 1935, signed Donald D. Price; 

L-19 and 20.—Sheets Nos. C—10-25R, and -26R (F. P. C. Nos. 1835-64, and 

65) supply canal sections A & B, details of check & spillway, Sta. 973-+-07.5 (in 
2 sheets) both dated March 25, 1935, both signed Donald D. Price; 

L-21.—Sheet No. C8-6R (F. P. C. No. 1835-66) supply canal—open cut, 

typical canal cross sections, dated March 13, 1936; 
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[T-22.—Sheet No. C57-2R-1 (F. P. C. No. 1835-67) siphon repairs, general 
plan at outlet, dated July 14, 1937, revised 8/17/35, marked “as built,” signed 
Donald D. Price; 


I-25 and 26.—Sheets Nos. C17-4R and -5R (F. P. C. Nos. 1835-70, and -71) 
South Platte River siphon (in 2 sheets) typical concrete conduit sections dated 


€ 


February 9, 1935, revised 3-5-36, marked “as built,” details of inlet transi- 
tion, dated March 25, 1935, revised 3-5-36, marked “control plans March 25, 
as built,” both signed Donald D. Price; 

L-27 and 30.—Sheets Nos. C12-7 and —12 (F. P. C. Nos. 1885-72 and -75) 
Supply canal—sections D & E (in 2 sheets) typical canal sections, dated 
December 15, 1934, marked “control plans, March 25, 1935,” details of checks, 
dated December 15, 1934, both signed Donald D. Price; 

L-31 and 32.—Sheets Nos. C2-102-3R and -3R1 (F. P. C. Nos. 1835-76 and 
-77) Sutherland reservoir (in 2 sheets), plan and profile of inlet works, dated 
January 11, 1936, main dam & dike, profile and cross-section, dated February 
28, 1936, revised 5-6—-35, 11-12-35, and 2-28-36; 

L-35.—Sheet No. C2-6R1 (F. P. C. No. 1835-80) Sutherland reservoir, plan 
and section of outlet works, dated March 25, 1935, revised 5-6-35 and 2-28-36, 
marked “control plan March 25, 1935” signed Donald D. Price; 

L-37.—Sheet No. W5-112 (F. P. C. No. 1835-82) Sutherland reservoir, details 
of repairs to approach channel to outlet gate tower, dated August 22, 1939, 
drawn by Wolcott; 

I-39 and 40.—Sheets Nos. C106-2 and -3 (F. P. C. Nos. 1835-84, and -85) 
Outlet canal (in 2 sheets), grade diagram and hydraulic properties, typical 
sections, both dated May 24, 1938, both signed A. R. Wellwood; 

L-41.—Sheet No. C5-12R (F5-13) (F. P. C. No. 1835-86) Outlet canal, typical 
canal sections, dated September 24, 1934, marked “control plans, March 25, 
1936,” remarks added August 20, 1936, signed Donald D. Price; 

L-—53.—Sheet No. C6-4R (F. P. C. No. 1835-98) Regulating reservoir, power 
canal & forebay, profile & details of dam, signed Donald D. Price; 

L-54.—Sheet No. C6-6R (F. P. C. No. 1835-99) Regulating reservoir, power 
canal & forebay, profile & details of forebay dikes, details of concrete slope 
protection, regulating res. dam, revised 5-6-35 and 3-4-36, marked “as built’; 

I-56.—Sheet No. C6-92 (F. P. C. No. 1835-101) Regulating reservoirs, power 
canal, and forebay, details of power canal headworks, marked “control plan 
March 25, 1935,” revised 5-4-35 and 3-10-36 “as built,” signed Donald D. Price; 

L-57.—Sheet No. C30-5R (F30-3) (F. P. C. No. 1835-102) Power intake 
conduit and penstocks ; 

L—65.—Sheet No. C39-5 (F. P. C. No. 1835-110) Surge tank, steel tank, dated 
October 17, 1935, signed Donald D. Price; 

L-68 and 69.—Sheet Nos. ©C20-1019 (F20-17) and C20-1024 (F20-3) (F. P. C. 
Nos. 1835-113 and -114) Power House construction plans (in 2 sheets), cross 
section thru unit #1, dated August 12, 1935, turbine floor & generator floor 
plans, not dated: 

L-82.—Sheet No. C15-4R (F. P. C. No. 1835-127) Excavation for tailrace, 
powerhouse site, typical sections, dated March 25, 1935, marked “control plans 
March 25, 1935,” signed Donald D. Price; 

L-—93.—Sheet No. C30-1001R (F30-1) (F. P. C. No. 1835-40) Power intake, 
conduit and penstocks, plan & profile sta. 157 +06.00 to sta. 168 +59.60 dated 

August 24, 1935, revised 9-13-35, 10-135, and 8-5-36 ; 

L-94 and 95.—Sheets Nos. C33-8R (F33-2) and C33-4R (F33-2) (F. P. C. 
Nos. 1835-41, and -42) Surge tank, conduit and penstocks (in 2 sheets), plan 



















APPENDIX—ORDERS 1541 


& profile sta. 168 +59.60 to sta. 180 +00.00, plan & profile sta. 180 +00.00 to sta. 
192 +66.50, both dated August 24, 1935, both signed Donald D. Price; and 

L-96.—Sheet No. C20-1026R (F20-2) (F. P. C. No. 1835-44) Power house 
and construction plans, general plan of power house site, dated November 13, 
1935, revised 8-3-36. 

Exhibit M.—A document filed April 18, 1941, consisting of 4 pages and entitled 
“Outline of electrical system,” insofar as it relates to the North Platte hydro plant 
and the 115 and 69-kilovolt facilities at the plant’s substation. 

(d@) Proposed project works, consisting of a by-pass canal around the Suther- 
land reservoir; and a power house at the Sutherland reservoir having an in- 
stalled capacity of 5,500 horsepower. 

(e) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by 
the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project works is approved or ac- 
quiesced in by the Commission; also all other rights, easements, or interests, in- 
cluding riparian rights, the ownership, use, occupancy, or possession of which is 
necessary or appropriate in the maintenance and operation of the project or ap- 
purtenant to the project area. 

(f) The authorized installed capacity of the project is 77,500 horsepower. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Adopted: December 16,1952. Issued: December 18, 1952. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., Ten- 
nessee Gas Co., Shippensburg Gas Co., and Consumers Gas Co. 


Docket Nos. G—1693, G—1473, G-1649, G—1727, G-1737 


On July 3, 1952, the Commission issued its order accompanying opinions 
11 F. P. C. 211, whereby it authorized and directed Texas Eastern Transmission 
Corp. (Texas Eastern), inter alia, to reserve certain specified quantities of gas 
for Patoka Delevopment Corp. Such reservation was subject to the provision, 
among others, that such corporation should, by November 1, 1952, have filed an 
application for and received a certificate of public convenience and necessity, 
authorizing it to construct and operate the necessary facilities to enable it to 
provide natural-gas service to the cities of Jasper and Huntingburg, Ind. 

Thereafter, on September 29, 1952, Patoka Development Corp. and the cities 
of Jasper and Huntingburg, Ind., filed a petition for modification and amendment 
of the order of July 3, 1952, to enable Texas Eastern Transmission Corp. to sell 
and deliver gas to the cities of Jasper and Huntingburg, instead of to Patoka 
Development Corp. for distribution by it to such cities. On October 14, 1952, 
Texas Eastern filed a petition in which it adopted by reference and joined in said 
petition filed September 29. 
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Thereupon, the Commission issued, on November 14, 1952, an order amend- 
ing its order issued July 3, 1952, whereby it ordered, inter alia, that the record 
in docket No. G—1693 be reopened and that a hearing be held commencing on 
December 1, 1952 for the purpose of determining whether public convenience and 
necessity required amendment of the order issued July 3, 1952 as requested by 
the petitioners. Said order further provided that Texas Eastern continue to re- 
serve for a period of 90 days the quantities of gas designated in the order of July 
3 for the cities of Jasper and Huntingburg. 

Pursuant to due notice, hearing was held on December 1 and December 2, 
1952, concerning the matters involved and the issues presented in connection 
with the petition to amend. At the conclusion thereof, counsel for the cities 
and for Patoka Development Corp. moved for the waiver of the intermediate 
decision procedure, of the right to file briefs, and the right to oral argument, 
reserving only the right to file suggested findings and conclusions. Commission 
staff counsel concurred in said motion. 

The record shows that the peak-day fifth year requirements of the city of 
Huntingburg will be approximately 1,400 M. c. f., and that such gas will be 
used for space heating and other residential and commercial purposes. The 
record further shows that the city of Huntingburg proposes to construct a 6-inch 
line extending from a point of connection with Texas Eastern’s transmission 
line approximately 10% miles to the city and that a distribution system to serve 
the city has been designed. The estimated cost of construction of the trans- 
wission and distribution facilities is $497,800, and such cost appears to be 
reasonable. A municipal election, as required by State law, has been held in 
which the citizens of Jasper expressed their consent to the ownership and opera- 
tion of a gas utility. Officials of the city government have consulted bonding 
houses and a fiscal agent in connection with financing for their proposed system. 
It appears that the project is economically feasible as proposed. 

It further appears that the peak-day requirement in the fifth year of the city 
of Jasper and its environs will amount to approximately 2,000 M. ¢. f. Such 
gas will be used for space heating and for other residential and commercial 
purposes. The city of Jasper would construct a lateral line approximately 2 
miles in length extending from Texas Eastern’s transmission line to the city 
limits, and would construct a distribution system to serve the city and its en- 
virons. The estimated cost of construction of the transmission and distribution 
facilities, which is based upon estimates prepared by an engineering firm, is 


$420,000, which estimates appear to be reasonable. The citizens of Jasper have 
voted in favor of a municipally owned and operated gas system. 


Sonding houses 
have been consulted in connection with financing for the proposed system. The 
record shows that the gas system proposed for the city of Jasper is economically 
feasible. 

The record further shows that an agreement dated June 3, 1952, has been 
entered into between Patoka Development Corp., the city of Jasper, and the city 
of Huntingburg, whereby Patoka Development Corp. agrees to transfer to the 
two cities its franchise to provide such cities with natural-gas service and its 
precedent agreement with Texas Eastern subject to approval by the Federal 
Power Commission. In addition, the record shows that Texas Eastern joined 
in and adopted by reference the petition to amend the order of July 3, 1952. 

The Commission finds: 

It is apropriate in carrying out the provisions of the Natural Gas Act and 
in the public interest that paragraph (B) (3) of the order issued July 3, 1952, 
be amended as hereinafter ordered. 
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The Commission orders: 

Paragraph (B) (3) of the order accompanying the opinion, issued July 3, 1952, 
be and it is hereby amended in the following respects : 

(1) Texas Eastern be and it is hereby authorized and directed to continue 
to reserve for a period of 6 months from the date of issuance of the order 
herein, a daily volume of natural gas for the city of Jasper not to exceed 2,000 
M. c. f., and a daily volume of natural gas for the city of Huntingburg not to 
exceed 1,400 M. e¢. f. 

(2) The reservation of gas in (1) above is subject to the provision that each 
city named above shall, within 30 days from the date of issuance of this order, 
inform the Commission, in writing, that it agrees to purchase the gas herein 
conditionally reserved under either Texas Eastern's GS or its SGS rate schedules. 

(3) The reservation of gas by Texas Eastern for Patoka Development Corp. 
heretofore authorized herein be and the same is hereby revoked. 


Adopted: December 22, 1952. Issued: December 29, 1952. 


Order authorizing sale and merger of facilities and assumption of liability on 
promissory notes 


Montana-Dakota Utilities Co. and Dakotas Electric Cooperative, Ine. 
Docket Nos. E-6210, E-6463 


Montana-Dakota Utilities Co. (Montana-Dakota), a Delaware corporation hav- 
ing its principal business office in Minneapolis, Minn., filed an application on 
November 24, 1952, and amendments thereto on December 4 and December 11, 
1952, docket No. E-6463, for an order, pursuant to section 203 of the act, authoriz- 
ing it to (1) acquire an electric transmission line (DeVaul-Hettinger line), with 
appurtenant substations and switching structures, proposed to be constructed 
between DeVaul, Elgin and Hettinger, all in North Dakota, from Dakotas Electric 
Cooperative, Inc. (Dakota-Electric), a nonprofit organization having its principal 
place of business in Bismarck, N. D., and (2) to assume, pursuant to section 204 
of the act, a promissory note executed by Dakota Electric in the principal amount 
of $950,000, payable to the United States of America and secured by an indenture 
of mortgage and deed of trust dated March 1, 1949. 

In the same application Montana-Dakota also seeks authorization to modify 
the financing of the acquisition from Dakota-Electric of the Beulah plant and 
Beulah-Ellendale line authorized by Commission order dated May 11, 1949, in 
docket No. E-6210, 8 F. P. C. 869, to the extent of assuming the primary obligation 
on a promissory note dated July 21, 1952, executed by Dakota-Electric in the prin- 
cipal amount of $343,638.27. 

Dakota-Electric on December 9, 1952, joined in the application filed by Mon- 
tana-Dakota in docket No. E-6463, and requested authority, pursuant to section 
203 of the act, to dispose of the facilities (DeVaul-Hettinger line) referred to 
above and hereinafter described. 

On September 30, 1952, Dakota-Electric and Montana-Dakota entered into an 
agreement supplemental to the agreement dated March 21, 1949, pursuant to 
which Montana-Dakota agreed to acquire the Beulah plant and the Beulah- 
Ellendale line as approved in the Commission’s order, dated May 11, 1949, in 
docket No. E-6210. 

The supplemental agreement provides that Dakota-Electric will construct or 
cause to be constructed a three-phase, 69 kilovolt wood pole, H-frame, electric 
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transmission line (DeVaul-Hettinger line), approximately 80 miles long, ex- 
tending from DeVaul to Elgin and from Elgin to Hettinger, together with a 
switching structure at Bismarck and substations at Elgin and Hettinger, all in 
North Dakota. 

The supplemental agreement also contemplates that Dakota-Electric will enter 
into a loan contract with the United States of America, acting through the Rural 
Electrification Administration (a copy of which is made a part of the application 
as exhibit D-4) for the purpose of obtaining funds for the construction of the 
DeVaul-Hettinger line. Pursuant to the loan contract Dakota-Electric will exe- 
cute a note dated July 21, 1952, in the principal amount of $950,000 bearing 
interest at 2 percent per annum, with an interest accumulation period of two 
years, payable in equal quarterly installments of principal and interest for a 
period of 35 years. This note is to be secured by the indenture and deed of trust 
dated March 1, 1949. 

The supplemental agreement provides that Montana-Dakota is to maintain 
these facilities and is obliged to pay Dakota-Electric amounts equal to the pay- 
ments to be made by Dakota-Electric in connection with its indebtedness to the 
United States of America, plus $800 per month to defray administrative and 
related expenses of Dakota-Electric. In addition, Montana-Dakota is obligated 
to acquire these facilities (DeVaul-Hettinger line) and to assume the liability 
on the $950,000 promissory note at the same time it acquires the Beulah plant 
and Beulah-Ellendale line heretofore authorized in the Commission’s order dated 
May 11, 1949, in docket No. E-6210, 8 F. P. C. 869. 

The Commission by its order of May 11, 1949, in docket No. E-6210, 8 F. P. C. 
869, authorized Montana-Dakota, as a part of the cost of acquiring the Beulah 
plant and the Beulah-Ellendale line to assume the primary liability on a 


$1,033,000, principal amount, promissory note executed by Dakota-Electric pay- 


able to the United States of America. However, only $189,361.73 was advanced 
under this note prior to March 1, 1952, after which date, pursuant to its terms, 
no further funds could be advanced. The construction cost necessary to com- 
plete these facilities amounted to $343,638.27 which sum was advanced by 
Montana-Dakota. Pursuant to the supplemental agreement dated September 30, 
1952, Dakota-Electric will obtain the $343,638.27 by executing a promissory 
note payable to the United States of America, dated July 21, 1952, bearing 
interest at 2 percent per annum, with an interest accumulation period of nine 
months, and payable in quarterly installments of principal and interest to March 
1, 1984, the date of final maturity of the note in the face amount of $1,033,000 
referred to above. It is further provided that Montana-Dakota will assume the 
primary liability on the note in the amount of $343,638.27 and at the same time 
the liability on the note in the face amount of $1,033,000 will be reduced to 
$189,361.73. 

The Public Service Commission of Wyoming and the Public Service Commis- 
sion of North Dakota authorized the proposed merger and assumption of liability 
by Montana-Dakota by orders dated November 25, 1952, and December 6, 1952, 
respectively. 

Written notice has been duly given to the Railroad and Warehouse Commis- 
sion of Minnesota, the Board of Railroad Commissioners of Montana, the Public 
Service Commission of Wyoming, the Public Service Commission of North Dakota, 
the Public Utilities Commission of South Dakota, and to the Governor of each 
of those States. Notice was also published in the Federal Register (17 F. R. 
11074-11075), December 5, 1952, stating that any person desiring to be heard or 
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to make any protest with reference to the application should file a petition or 
protest on or before December 19, 1952. No protest on petition to be heard in 
opposition to the granting of such application has been received. 

The Commission finds: 

(1) Dakota-Electric, a nonprofit corporation organized and existing under 
and by virtue of the laws of North Dakota, owns facilities for the transmission 
of electric energy between the States of North Dakota and South Dakota, and 
consumed at points outside the State in which it is generated, all of which 
facilities are in addition to and do not include, fucilities used for the genera- 
tion of electric energy, facilities used in local distribution, or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the transmis- 
sion of electric energy consumed wholly by the transmitter. Dakota-Electric 
is, therefore, a public utility within the meaning of that term as used in section 
203 of the Federal Power Act. 

(2) Montana-Dakota, a corporation, is a public utility within the meaning 
of section 203 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission’s order entered 
March 11, 1947, Jn the Matter of Montana-Dakota Utilities Co., docket No. 
IT-6029, 6 F. P. C. 465. : 

(3) By performance of the proposed supplemental agreement of September 
30, 1952, and by acquisition of the three-phase, 69 kilovolt, wood pole, H-frame, 
electric transmission line extending from DeVaul to Elgin and from Elgin to 
Hettinger, together with a switching structure at Bismarck and substations at 
Kigin and Hettinger, all in North Dakota, Montana-Dakota will merge its 
facilities subject to the jurisdiction of the Commission with those of Dakota- 
Electric within the meaning and subject to the requirements of section 203 of 
the Federal Power Act. 

(4) By the sale of the DeVaul-Hettinger line Dakota-Electrie will dispose of 
facilities, subject to the jurisdiction of the Commission, of a value in excess 


of $50,000, within the meaning and subject to the requirements of section 203 
of the Federal Power Act. 


(5) As hereinafter authorized the proposed sale and merger of the DeVaul- 
Hettinger line will make available greatly improved electric service in a wide 
area and will avoid the construction of duplicate facilities and is consistent 
with the public interest. 

(6) The assumption of liability by Montana-Dakota on a promissory note 
executed by Dakota-Electric, dated July 21, 1952, in the principal amount of 
$950,000 will constitute an issuance of securities within the purview of section 
204 of the Federal Power Act. 

(7) The reduction of liability of Montana-Dakota on the promissory note 
dated March 1, 1949, from $1,033,000 to $189,361.73 and the assumption of primary 
liability on the promissory note dated July 21, 1952, in the principal amount of 
$343,638.27 in connection with the acquisition of facilities as authorized by the 
Commission’s order dated May 11, 1949, in docket No. E-6210, 8 F. P. C. 869, 
will constitute a modification of that order. 

(8) The assumption of liability on the promissory note executed by Dakota- 
Electric, dated July 21, 1952, in the principal amount of $343,638.27 will con- 
stitute an issuance of securities within the purview of section 204 of the Federal 
Power Act. 

(9) Montana-Dakota is not organized and operating in a State under the 
laws of which its seurity issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issue 
is, therefore, not exempt from the requirements of section 204 of the act. 
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(10) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of Montana-Dakota and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Montana-Dakota of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 


(11) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed merger by Montana-Dakota of the facilities of Dakota-Elec- 
tric, described in finding (3), and the proposed issuance of securities by Montana- 
Dakota described in finding (6), and the proposed sale by Dakota-Electric of the 
facilities described in finding (3) be and the same hereby are authorized and 
approved upon the terms and conditions and for the purposes set forth in the 
application, subject to the provisions of this order. 

(B) The Commission’s order in Docket No. E-6210, 8 F. P. C. 869, dated May 
11, 1949, is modified to the extent that Montana-Dakota is hereby authorized to 
reduce its liability on the promissory note dated March 1, 1949, from $1,033,000 
to $189,361.73 and to issue securities by assuming primary liability on the promis- 
sory note executed by Dakota-Electric, dated July 21, 1952, in the principal 
amount of $343,638.27, pursuant to the terms and conditions and for the pur- 
poses set forth in the application herein. 


(C) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 


Commission in any estimate or determination of cost, or any valuation of proper- 
ty claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 


Adopted: December 22,1952. Issued: December 29, 1952. 


Order authorizing transmission of electric energy to Canada 
Montana-Dakota Utilities Co. 
Docket No. IT—5460 


On November 24, 1952, Montana-Dakota Utilities Co. (applicant), a corporation 
organized and existing under the laws of the State of Delaware, qualified to do 
business in the States of Minnesota, Montana, North Dakota, South Dakota and 
Wyoming and having its principal business office at Minneapolis, Minn., filed an 
application pursuant to section 202 (e) of the Federal Power Act for authority 
to increase the transmission of electric energy to Canada heretofore authorized. 

By order entered July 21, 1942, with which there was concurrently released a 
Presidential permit for the operation, maintenance and connection at the border 
of the United States of facilities for the transmission of electric energy to Canada, 
the applicant was authorized to transmit per annum, to the points indicated 
below, electric energy in the quantity and at the rates as follows: 

To North Portal not in excess of 50,000 kilowatt hours (kwh) at a rate not to 
exceed 30 kilowatts (kw), 
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To North Gate not in excess of 6,000 kwh at rate not to exceed 5 kilowatts 
(kw), 

To Marienthal not in excess of 2,000 kwh at rate not to exceed 5 kw, 

To Elmore not in excess of 1,000 kwh at rate not to exceed 2.5 kw. 

Applicant now seeks authority to increase the transmission, per annum, to the 
same points up to the maximum for each as follows: 

To North Portal 150,000 kwh at rate of 60 kw, 

To North Gate 20,000 kwh at rate of 10 kw, 

To Marienthal 4,000 kwh at rate of 10 kw, 

To Elmore 2,000 kwh at rate of 5 kw. 

Written notice of the application has been given to the Public Service Commis- 
sion of North Dakota, the Public Service Commission of Wyoming, the Public 
Utilities Commission of South Dakota, the Board of Railroad Commissioners of 
Montana, the Railroad and Warehouse Commission of Minnesota and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on December 3, 1952 (17 F. R. 10915), stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before December 17, 1952. No protest 
or petition or request to be heard in opposition to the granting of such application 
has been received. 

The Commission jJinds: 

The transmission of electric energy from the United States to Canada as lim- 
ited herein and is hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

{A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit from 
the United States to Canada per year shall not be in excess of the quantity or 
exceed the rate to each of the places shown below: 

North Portal 150,000 kwh at rate of 60 kw, 

North Gate 20,000 kwh at rate of 10 kw, 

Marienthal 4,000 kwh at rate of 10 kw, 

Elmore 2,000 kwh at rate of 5 kw, 
over the facilities specified in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(BE) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted ; shall make, keep, and preserve full and 
complete records with respect to the movement of such energy; and shall furnish 
with respect to said transmission of electric energy reports on or before 
February 15 of each year the kilowatt-hours of energy transmitted, the maximum 
kilowatt of transmission and the consideration received therefor during each 
month of the preceding year. 
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(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter, in the event of the involuntary trans- 
fer of facilities used thereunder by operation of law (including such transfers 
to receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied by 
a Statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


Adopted: December 22,1952. Issued: December 24, 1952. 


Findings of the Commission 
Electric Power, Inc. 
Docket No. E-6437 


On June 2, 1952, Electric Power, Inc., of Berlin, Conn., filed a declaration of 
intention under section 23 (b) of the Federal Power Act to construct on privately- 
owned lands a dam and powerhouse on the Housatonic River approximately 30 
miles above its mouth and about 17 miles upstream from the cities of Derby and 
Shelton, Conn., in the town of Newton, Fairfield County, and the town of South- 
bury, New Haven, Conn., to be known as the Shepaug project. 

The Housatonic River rises near Washington station, town of Washington, 
Mass., flows northward through Hinsdale to Dalton, thence southwest to Pitts- 
field in western Massachusetts, and thence in a general southerly direction about 
132 miles across the States of Massachusetts and Connecticut to its mouth in Long 
Island Sound at Stratford 5 miles east of Bridgeport, Conn. The drainage area 
comprises 1,948 square miles, of which 498.4 lie in western Massachusetts, 215.4 
in eastern New York, and 1.254.2 in western Connecticut. 

According to the declaration of intention, the proposed project will consist of 
a gravity type concrete dam 1,412 feet long with maximum height of 139 feet; a 
reservoir having an area of 1.870 acres with normal usable volume of 5,088 acre- 
feet and normal drawdown of 3 feet ; a powerhouse containing one vertical shaft, 
Kaplan adjustable blade, propeller type turbine having a rated capacity of 57,000 
horsepower—the rated capacity of the generator being 37,250 kilowatts. 

The Commission finds: 

(1) The construction and operation of the proposed Shepaug development will 
not affect any public lands or reservations of the United States. 

(2) The interests of interstate or foreign commerce would not be affected by 
the construction and operation of the proposed Shepang development: Provided, 


however, That these findings shall not be construed as relating to any effects upon 
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the interests of interstate or foreign commerce which might be caused by any 
existing hydroelectric developments located on the Housatonic River. 


Adopted: December 22,1952. Issued: December 24, 1952. 


Order accepting surrender of license (transmission line) 
Sierra Pacific Power Co. 
Project No. 1055 


Application was filed March 31, 1952, by Sierra Pacific Power Co., licensee for 
transmission-line project No. 1055, for surrender of the license which was issued 
to it on May 20, 1930 for a period of 50 years. 

The project consists of a 23-kilovolt transmission line 2681 feet long located 
on section 2, T. 18 N., R. 17 E., M. D. B. & M. in the Toiyabe National Forest, Calif., 
which has been relocated so that no lands of the United States are now occupied 
by the transmission line and the original right-of-way has been restored to a con- 
dition satisfactory to the Forest Service as evidenced by letter dated September 
16, 1952. 

The licensee has paid the annual charges through December 31, 1951. 

The Commission finds: 

In view of the fact that the transmission line now under license as project No. 
1055 no longer occupies lands of the United States, acceptance of surrender of 
the license is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission line project No. 1055 is hereby ac- 
cepted, effective as of December 31, 1951. 


Adopted: December 22, 1952. Issued: December 30, 1952. 


Order authorizing and approving disposition and merger or consolidation of 
facilities and transfer of lease of licensed project 


Arizona Public Service Co. and Northern Arizona Light & Power Co. 
Docket No. E-6464, Project No. 2069 


On November 24, 1952, Arizona Public Service Co. (Public Service) and North- 
ern Arizona Light & Power Co. (Northern Arizona), corporations organized and 
existing under the laws of the State of Arizona, having their principal business 
offices at Phoenix and Prescott, Ariz., respectively, filed an application and amend- 
ment thereto on December 17, 1952, for an order, pursuant to section 208 of the 
Federal Power Act, authorizing the disposition of all of the facilities of Northern 
Arizona by way of a liquidating dividend to its sole stockholder, Public Service, 
and the merger or consolidation of the facilities of Public Service with those to 
be acquired by it from Northern Arizona. 

On November 28, 1952, Public Service and Northern Arizona filed an appli- 
eation for approval of the transfer of lease of licensed project No. 2069 from 
Northern Arizona to Public Service incident to the transfer of facilities referred 
to above. 

The properties proposed to be transferred comprise all of those of Northern 
Arizona including rights and leaseholds. All of the outstanding no par value 





304039—57———100 


1550 FEDERAL POWER COMMISSION 


common stock of Northern Arizona is owned by Public Service and presently is 
held in escrow to assure the performance of guarantee by Public Service of certain 
leases of steam and hydro generating plants of which Northern Arizona is lessee. 
It is stated in the application that upon the determination by this Commission 
of the net investment in the license project involved herein the last condition 
with respect to the escrow will be satisfied and that the stock of Northern Arizona 
so held will be released to Public Service after which it is proposed to liquidate the 
corporate existence of Northern Arizona all of whose properties, rights, leaseholds 
and other assets will be surrendered to Public Service as a liquidating dividend. 
Incident to such liquidation Public Service is to assume all of the obligations and 
liabilities of Northern Arizona. 

All of the facilities of the two companies here involved are located in Arizona. 
The electric facilities of Northern Arizona are located in areas contiguous 
to those of Public Service and the two systems are presently interconnected 
at several points through transmission lines. The existing physical situation 
with respect to the two systems will facilitate complete integration of operations 
with resultant savings in costs of operation by the eliminaion of one corpora- 
tion with its attendant records, accounts, reports, etc. as well as a reduction 
in payment of the state franchise tax. 

The lease of project No. 2069 to Northern Arizona was approved by order of 
this Commission entered January 3, 1952, which recites among other things that 
under the terms of a formal agreement the predecessor in interest of Public 
Service is guarantor of the lease in question. 

The balance sheet of Northern Arizona reporting assets and liabilities as 
of September 30, 1952, discloses net assets or equity in the amount of $1,049,639 
made up of the following items: 


Common stock, no par, 12,000 shares $388, 323 
a RNR ia ia ciccectscecscnasce na cum este ai alana omee eatin 491, 873 
IGE BE asic sists asian eatictiainanininmeiacine 169, 443 


Total common stock and surplus____-__---__-_------_~- 1, 049, 689 


The merger of Northern Arizona into Arizona Public Service will not result 
in the creation of an acquisition adjustment. 

In the merger procedure, Public Service will acquire and record all of Northern 
Arizona’s assets and other debits and, in consideration therefor, will surrender 
Northern Arizona’s stock for cancellation and will assume and record all of 
Northern Arizona’s liabilities (including $3,600,000 first mortgage bonds, 3% 
percent, 1979) and other credits, with the exception of advances from Public 
Service of $6,855,000, which advances will be cancelled. 

On the books of Public Service, the investment in Northern Arizona’s stock 
is recorded at $388,323, which amount is the same as the recorded amount for 
outstanding stock on the books of Northern Arizona. 

Public Service proposes to transfer to its books, Northern Arizona’s capital 
surplus and earned surplus of $491,873 and $169,443, respectively. 

Written notice of the application has been given to the Corporation Commis- 
sion of Arizona and to the Governor of that State. Notice was also published 
in the Federal Register December 2, 1952 (17 F. R. 10886), stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before December 15, 1952. No protest 
or petition or request to be heard in opposition to the granting of the applica- 
tion has been received. 

The Commission finds: 
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(1) Public Service, a corporation, is a public utility within the meaning 
of section 203 of the act subject to the jurisdiction of the Commission as here- 
tofore described and set forth in opinion No. 190 and order entered March 29, 
1950, in Dockets Nos. E-6194 and E-6212, 9 F. P. C. 15. 

(2) By the proposed acquisition of facilities Public Service will merge or 
consolidate its facilities subject to the jurisdiction of this Commission with 
those of Northern Arizona, another person within the meaning of that term 
as used in section 203 of the act, and such merger or consolidation is subject 
to the requirements of said section 203. 

(3) By the proposed merger or consolidation of facilities Public Service will 
operate the acquired property as an integral part of its electric utility plant 
so as to furnish adequate, dependable and economical electric service to the 
public in the area concerned and will be consistent with the public interest. 

(4) The transfer of the lease of the project properties from Northern Arizona 
to Public Service, as hereinafter authorized, will be consistent with the public 
interest. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation by Publie Service 
of the facilities of Northern Arizona be and the same hereby is authorized 
and approved upon the terms and conditions set forth in the application subject 
to the provisions of this order. 

(B) The transfer of the lease of project No. 2069 from Northern Arizona to 
Public Service is hereby approved and the transferee of the lease shall be 


subject to all of the terms and conditions of the license for project No. 2069, 


of the Federal Power Act and of the rules and regulations of the Commission to 
the same extent as though the transferee of the lease were the licensee under 
the license for the project. 

(C) This authorization shall expire unless acted upon within 60 days from 
the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter whatso- 
ever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) The order determining the actual legitimate original cost of the initial 
project, net changes therein, and prescribing accounting therefor with respect 
to project No. 2069, adopted this day shall issue concurrently with this order. 


idopted: December 22, 1952. Issued: December 30, 1952. 


Order determining actual legitimate original cost of initial project, net changes 


therein, and prescribing accounting therefor 
The Valley National Bank of Phoenix, as Trustee, Licensee 
Project No. 2069 


The license for this project, previously constructed, issued August 31, 1951, 
and effective as of January 1, 1945, provides for the determination of the actual 
legitimate original cost, accrued depreciation and net investment in the project 
as of the effective date thereof. This project comprises the Irving and Childs 
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developments located on Fossil Creek, a tributary of Verde River, in Yavapai 
and Gila Counties, Ariz., within the Coconino and Tonto National Forests, lands 
of the United States. 

On July 2, 1951, licensee filed its statement of claimed actual legitimate original 
cost of the project, as of December 31, 1950, in the amount of $1,634,070.52 and 
accrued depreciation of $486,456.44. The licensee, on request therefor, on 
February 25, 1952, filed similar statements, as of January 1, 1945, the effective 
date of the license, in which the claimed actual legitimate original cost of the 
project is $1,525,512.89 and related accrued depreciation in the amount of 
$324,331.65. 

A field examination of the claimed project cost and accrued depreciation as 
of January 1, 1945, and December 31, 1950, was made by the Commission’s staff 
and certain items therein were questioned. Conferences were held with licensee's 
representatives upon the questioned items and tentative agreement, subject to 
Commission approval, was reached as to the actual legitimate original cost of 
the project and the accrued depreciation with respect thereto as of the dates 
indicated hereinabove. On November 20, 1952, licensee filed a revised statement 
of claimed project cost as of January 1, 1945, in the amount of $1,380,681.70 
and as of December 31, 1950, in the amount of $1,446,353.69. On August 25, 
1952, licensee filed a supplemental schedule No. 6 of F. P. C. form No. 6 show- 
ing revised amounts of accrued depreciation as of January 1, 1945, and December 
31, 1950, as $322,266.73 and $446,927.20, respectively. The amounts appearing 
in these revised statements filed as claimed project cost and accrued deprecia- 
tion with respect thereto indicate licensee's agreement with the adjustments, 
allowable project cost and accrued depreciation, as of the dates in question, 
as tentatively agreed upon. The actual legitimate original cost of the project 
as of January 1, 1945, the net changes therein for the period from January 1, 
1945, to December 31, 1950, and such cost as of the latter date as tentatively 
agreed upon are as set forth in the following tabulation: 


Net changes 
from Jan. 1, ‘ 
1945 to Dee. as o 


Project cost 
Account 


as of 
} Jan. 1, 1945 31, 1950 Dec. 31, 1950 


| Project cost 
| 
| 
| 
| 


Hydraulic production plant 


a as \ . . $64, 500.00 | $64, 500. 00 
Structures and improvements . “ “ 100, 131. 67 95, 617. 56 
Reservoirs, dams, and waterways : : 962, 481. 26 970, 649. 5 
Water wheels, turbines, and generators 108, 886. 72 : 108, 886. 7 
Accessory electric equipment. 18, 702. 42 24, 604. Of 
Miscellaneous power plant equipment 7 3 10, 825. 15 11, 175.6 
Roads, railroads, and bridges J 49, 207. 88 49, 022 
ccna iies 314, 735 21. 8! 1, 324, 456. 95 


Transmission plant 


Total production plant 


Station equipment ie gk beaacaeuen ‘ 53, 53, 522. 107, 005. 5: 
Poles and fixtures aches diabetes tints R 629. 7% 5, 133. ¢ 
Overhead conductors and devices- --- > 3, 3: 611. 


Total transmission plant Resolve . : 54, 764 
General plant 


Transportation equipment-_-__._......---- 271 


1, 186. 13 


Total project ieptnieneksuainbunn ‘ale wai 681. 7 65, 671.99 | 1, 446, 353. 69 


By application of the foregoing tentatively agreed amounts for the actual legiti- 
mate original cost and accrued depreciation with respect thereto the net invest- 
ment in the project, as of January 1, 1945, is the amount of $1,058,414.97. 
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No accounting disposition of the proposed staff adjustments and exceptions to 
the claimed project costs is required by reason of the fact that the original 
licensee, the Arizona Power Co., is no longer the owner of the project or any of the 
nonproject property affected by the staff adjustments or exceptions. The original 
licensee having transferred all of its property by way of a liquidating dividend to 
its stockholders and who conveyed the same to the Valley National Bank of 
Phoenix as trustee thereof the licensee trustee will record, in its project plant 
account books, as opening entries when made, the actual legitimate original cost of 
the project as of January 1, 1945 in the amount of $1,380,681.70 and depreciation 
with respect thereto in the sum of $322,266.73, net changes in the project plant 
accounts for the period from January 1, 1945 to December 31, 1950 in the amount 
of $65,671.99 and the actual legitimate original cost of the project as of the latter 
date the sum of $1,446,353.69 and depreciation with respect thereto in the amount 
of $446,927.20. 

By letter dated November 17, 1952, the Valley National Bank acknowledges 
that it is the holder of the license for project No. 2069 as trustee and is in agree- 
ment with amounts tentatively agreed upon as representing the actual legitimate 
original cost of the project and depreciation with respect thereto as of January 
1, 1945 and December 31, 1950. 

The Arizona Corporation Commission by letter dated December 15, 1952 stated 
that it has no comments to make with respect to the determination of the actual 
legitimate orginal cost of project No. 2069 in response to request of this Commis- 
sion for the views of the State Commission. 

The Commission finds: 

(1) The trustee licensee by its letter of November 17, 1952, and the Arizona 
Corporation Commission by its letter of December 15, 1952 have waived the neces- 
sity for further notice as provided by sections 4.22 and 4.23 of the Commission’s 
general rules and regulations. 

(2) The actual legitimate original cost of the project, as of January 1, 1945 and 
the depreciation with respect thereto are, respectively, $1,380,681.70 and $322 


dat hat 9 
266.73 


1.73, the net changes in project plant accounts for the period from January 1, 
1945 to December 31, 1950 is the sum of $65,671.99 and the actual legitimate origi- 
nal cost of said project, as of December 31, 1950 and the depreciation with respect 
thereto are, respectively, $1,446,353.69 and $446,927.20. 

(3) The net investment in project No. 2069, as of January 1, 1945, is 
$1,058,414.97. 

(4) It is appropriate for purposes of the Federal Power Act that the trustee 
licensee record in its project plant account books when opened the specific amounts 
referred to in finding (2), above, properly identified to the item with which 
associated. 

The Commission orders: 

(A) The trustee licensee establish and maintain control and detailed plant 
accounts for the project showing debit balances of $1,380,681.70 as of January 1, 
1945, and $1,446,353.69 as of December 31, 1950, classified as shown on the tabula- 
tion hereinabove and segregated as between plants in accordance with the provi- 
sions of the uniform system of accounts prescribed for public utilities and 
licensees. 

(B) The trustee licensee establish and maintain a project depreciation reserve 
account showing credit balances of $322,266.73 as of January 1, 1945 and $446,- 
$27.20 as of December 31, 1950, classified by plants and functional groups. 

(C) Within 90 days after the issuance of this order, the licensee shall submit 
F. P. C. form No. 7 showing compliance with this order. 

Adopted: December 22,1952. Issued: December 30, 1952. 
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Order issuing new license (minor) 
Hal T. Hylton 
Project No. 1992 


Application was filed June 27, 1952 by Hal T. Hylton, of Mill Creek, Tehama 
County, Calif., for a new minor license under the Federal Power Act (here- 
inafter referred to as the act) for constructed minor project No. 1992 located on 
an unnamed creek tributary to Guernsey Creek, in section 10, T. 28 N., R. 5 E., 
M. D. M., in Tehama County, Calif., and affecting lands of the United States 
within Lassen National Forest. 

The project, the original license for which was issued March 30, 1949 for a 
period of 5 years, effective as of January 1, 1948, comprises: 

(a) All lands constituting the project area and inclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project works consisting of a low, stone-and-concrete diversion dam im- 
pounding water from three springs, a 6-inch pipe conduit 1,900 feet long, and a 
small wooden powerhouse containing a 24-horsepower Pelton waterwheel con- 
nected to an 18.7-kilowatt generator ; 

(c) All other structures, fixtures or facilities used or useful in the mainte- 
nance and operation of the project and located on the project area, and all rights 
and interests, the possession of which is necessary or appropriate in the mainte- 
nance and operation of the project; which lands and project works are more 
specifically shown and described by a certain map which forms a part of the ap- 
plication for license and which is designated and described as follows: 

Exhibit K (F. P. C. No. 1922-1).—A map in one sheet entitled “Minor power 
project of Hal T. Hylton—Mill Creek, Tehama Co. Calif—Lassen National For- 
est,” signed Hal T. Hylton on January 23, 1948; and approved by the Com- 
mission January 4, 1949. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Lassen National Forest, has reported on the application, as 
has the Secretary of the Interior. The Department of Fish and Game, State of 
California, has been invited to report. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Lassen National 
Forest was created or acquired. 

(5) The installed capacity of the project is 25 horsepower and the energy gen- 
erated thereby is used for commercial and domestic purposes. 

(6) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it re- 
lates to approval of plans by the Chief of Engineers and the Secretary of the 
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Army and to public notice; 6, insofar as it relates to public notice and to the ac- 
ceptance and expression in the license of terms and conditions of the act which 
are hereinafter waived; 10 (a) ; 10 (c), insofar as it relates to depreciation re- 
serves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power of condemnation 
is reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 
(a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Hal T. Hylton of Mill Creek, Tehama County, 
Calif., under sections 4 (e) and 15 of the act for a period of 10 years, effective 
as of January 1, 1953, for the operation and maintenance of minor project No. 
1992, subject to the terms and conditions of the act which is hereby incorporated 
by reference as a part of this license (except that the terms and conditions of 
part I of the act referred to in finding (7) above are hereby waived to the 
extent therein specified), and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the act. 

(B) This new license is also subject to the terms and conditions set forth in 
form L-7, entitled “Terms and conditions of license for minor project affecting 
lands of the United States,’ which terms and conditions, described as articles 1 
through 14, are attached hereto and made a part hereof, and subject to the 
following special conditions set forth herein as additional articles: 

Article 15. There is reserved to the United States, its successors and assigns, 
the prior right to use any of its lands herein described, to construct, operate, and 
maintain dams, dikes, reservoirs, canals, wasteways, laterals, ditches, telephone 
and telegraph lines, electric transmission lines, roadways and appurtenant irri- 
gation structures, without any payment made by the United States or its succes- 
sors and assigns, with the agreement on the part of the licensee that he will, upon 
receipt of a written request served by the Secretary of the Interior 90 days in 
advance, remove, at no additional expense to the United States, its successors 
or assigns, any physical works placed upon its lands. The licensee further 
agrees that the United States, its officers, agents, and employees, and its succes- 
sors and assigns shall not be held liable for any damage to the improvements or 
workings of the licensee resulting from the construction, operation, and main- 
tenance of any of the works hereinabove enumerated. Nothing contained in this 
article shall be construed as in any manner limiting other reservations in favor 
of the United States contained in this license. 

Article 16. The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $5.00; 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands $5.00. 

(C) Exhibit K (F. P. C. No. 1992-1) is approved as part of this new license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


Adopted: December 22, 1952. Issued: December 30, 1952. 
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Order further amending license (transmission line) 
The California Oregon Power Co. 
Project No. 421 


An application was filed December 14, 1951, and later supplemented, by the 
California Oregon Power Co., licensee for transmission-line project No. 421, 
affecting public lands of the United States and lands within the Klamath Indian 
Reservation in Klamath County, Oreg., for amendment of the license for the 
project as hereinafter specified which will affect lands within the Klamath Indian 
reservation. 

The application seeks amendment of the license to exclude therefrom that por- 
tion of the 66-kilovolt transmission line extending from Algoma to Chiloquin 
between stations 189+77 and 401+35 and stations 410+35 and 416+-35, which 
has been relocated. 

The effect of the amendment will be to decrease the length of 50-foot trans- 
mission-line right-of-way on lands within the Klamath Indian reservation by 
21,758 feet or about 4.121 miles and to decrease the annual charge for recom- 
pensing the United States for the use, occupancy, and enjoyment of its public lands 
and lands within the Klamath Indian reservation from $85.46 to $68.98. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with any reservation or withdrawal of public lands and it 
will not alter any of the basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license as amended are reasonable 
as hereinafter fixed and specified. 

(3) Exhibit C & F, sheet 2 (F. P. C. No. 421-21), filed as part of the applica- 
tion and superseding exhibit C & F (F. P. C. 421-3) now part of the license, 
should be revised to show the portion of line which has been relocated as shown 
on the sketch submitted by the applicant on October 13, 1952, and as so revised 
conforms to the Commission’s rules and regulations and should be approved as 
part of the license for the project, and the said superseded exhibit should be 
eliminated from the license. 

The Commission orders: 

(A) The above-specified exhibit C & F, Sheet 2 (F. P. C. No. 421-21), should 
be revised to show the portion of line which has been relocated as shown on 
the sketch submitted by the applicant on October 13, 1952, and as so revised 
is hereby approved as part of the license for the project. 

(B) The above-specified exhibit C & F (F. P. C. 421-3) is eliminated from the 
license for the project. 

(C) The license for project No. 421, issued February 7, 1924, to The California 
Oregon Power Co., and amended April 11, 1932, effective as of January 1, 1932; 
January 4, 1933; and May 9, 1939, as of January 1, 1936; is hereby further 
amended, effective as of January 1, 1952, to provide for the exclusion therefrom 
of a portion of. the 66 kilovolt transmission line extending from Algoma to 
Chiloquin; a decrease in the length of transmission-line right-of-way on lands 
within the Klamath Indian reservation and consequently a decrease in the an- 
nual charges; the describing and showing of the portion of the Algoma-Chiloquin 
line under license as part of project No. 421; the incorporation in the license of 
exhibit C & F, Sheet 2 (F. P. C. No. 421-21), as revised, and the elimination from 
the license of exhibit C & F (F. P. C. 421-3) ; said amendment being: 

PARAGRAPH I, The paragraph of the license as amended May 9, 1939, as of 
January 1, 1936, beginning with the words “Now, Therefore” is further amended 





b 
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by adding to the license as part thereof exhibit C & F, Sheet 2 (F. P. C. No. 
421-21), as revised, and eliminating therefrom exhibit C & F (F. P. C. 421-3), 
so that exhibit C & F shall be designated and described as follows: 

Erhibit C &€ F.—(F. P. C. 421-2, 4, 5, 6, and 8) entitled “Transmission line 
Algoma to Chiloquin,” sheets 421-2, 4, 5, and 6, signed by Paul B. McKee, vice 
president, May 2, 1923, and sheet 421-8 signed by C. M. Brewer, president, Janu- 
ary 18, 1932; and sheet 2 revised (F. P. C. No. 421-21) entitled “Transmission 
line Algoma to Chiloquin,”’ revised in accordance with data filed October 13, 
1952, and signed the California Oregon Power Co. by J. C. Boyle, vice-president 
and general manager on December 11, 1951. 

PARAGRAPH II. Article 10 of the license as amended May 9, 1939, as of 
January 1, 1936, is amended to read as follows: 

irticle 10. Subject to the provisions of section 10 (e) of the act and the 
rules and regulations of the Commission thereunder, the licensee shall pay to 
the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, $5.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its public lands and lands within the Klamath Indian reserva- 
tion, $68.98. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in 
any way constitute a waiver of any other part, provision or condition of the 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of the acceptance of this amend- 
ment of license, it shall be signed for the licensee and returned to the Commis- 
sion within 60 days from the date of issuance of this order 


tdopted: December 22,1952. Issued: December 30, 1952. 


Order suspending proposed rate schedules 
Roanoke Pipe Line Co. 
Docket No. G—2105 


On December 4, 1952, Roanoke Pipe Line Co. (Roanoke Pipe), a Virginia 
corporation having its principal place of business at Roanoke, Va., filed fourth 
revised sheet No. 4, first revised sheet No. 5, and original sheet No. 5A to its 
F. P. C. gas tariff, original volume No. 1, which, unless suspended, will become 
effective January 4, 1953. 

Roanoke Pipe owns and operates a natural-gas transmission system whereby 
it transports natural gas purchased from Virginia Gas Transmission Corp. for 
resale to the Roanoke Gas Co., its sole customer, which distributes such natural 
gas in Roanoke, Va. Roanoke Pipe and its customer have common offices and 
identical boards of directors and officers. 

By said fourth revised sheet No. 4, first revised sheet No. 5 and original sheet 
No. 5A, Roanoke Pipe proposes to increase the rates and charges paid by Roanoke 
Gas Co., $97,407 annually. 
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It does not appear from an office review of the data submitted by Roanoke Pipe 
that the proposed increase in rates and charges has been supported as required 
by section 4 (e) of the Natural Gas Act, and such increase in rates and charges 
may be unjust, unreasonable, unduly discriminatory or preferential or otherwise 
unlawful, and may place an undue burden upon ultimate consumers of natural 
gas. Among other things, it appears that Roanoke Pipe has improperly allocated 
joint administrative general expenses between Roanoke Pipe and Roanoke 
Gas Co. 

The Commission finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act and to aid in the enforcement thereof in the public interest, that the Commis- 
sion enter upon a hearing, pursuant to the authority contained in section 4 of 
such act concerning the lawfulness of Roanoke Pipe’s F. P. C. gas tariff, original 
volume No. 1, as amended by fourth revised sheet No. 4, first revised sheet No. 5 
and original sheet No. 5A and that said fourth revised sheet No. 4, first revised 
sheet No. 5, and original sheet No. 5A to its F. P. C. gas tariff, original volume 
No. 1, be suspended and the use thereof deferred as provided by the Natural 
Gas Act. 

The Commission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held at a time and place and at a date to be fixed by further 
order of the Commission concerning the lawfulness of the rates, charges, classifi- 
cations or services subject to the jurisdiction of the Commission, as set forth in 
Roanoke Pipe’s F. P. C. gas tariff, original volume No. 1 as amended by fourth 
revised sheet No. 4, first revised sheet No. 5 and original sheet No. 5A. 

(B) Pending such hearing and decision thereon, Roanoke Pipe’s fourth 
revised sheet No. 4, first revised sheet No. 5 and original sheet No. 5A to its 
F. P. C. tariff, original volume No. 1, be and the same is hereby suspended and its 
use deferred until June 4, 1953, and until such further time as such tariff and 
revised sheets may be made effective in the manner prescribed by the Natural 
Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s rules of practice 
and procedure. 


Adopted: December 22, 1952. Issued: December 28, 1952. 


Order modifying order issuing certificate of public convenience and necessity 
Philadelphia Electric Co. 
Docket No. G—1030 


On April 7, 1948, Philadelphia Electric Co. (Philadelphia Electric) filed an 
application for a certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act authorizing the construction and operation of 
certain facilities to effectuate the delivery of natural gas to several companies 
including the Consumers Gas Co. 

On October 2, 1952, the United Gas Improvement Co. (U. G. I.) filed a motion tu 
modify the Commission’s order issued June 1, 1948, in docket No. G—1030, 7 
F. P. C. 671, by substituting the name of U. G. I. in lieu of the name of Consumers 
Gas Co. wherever the latter’s name appears therein. 

In said motion U. G. I. states, among other things: 
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So that U. G. I. may complete compliance with the provisions of section 11 
of the Public Utility Holding Company Act of 1935 and so that greater 
efficiency and economy in operations will result, it is proposed that the fol- 
lowing named subsidiaries of U. G. I. merge with and into U. G. I. pursuant 
to the provisions of the Pennsylvania Consolidation and Merger Act of 1909, 
as amended : 


Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 

Lancaster County Gas Co. 

Lebanon Valley Gas Co. 

Luzerne County Gas and Electric Corp. 
The Philadelphia Gas Works Co. 


Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Public Utility 
Commission. 

The Securities and Exchange Commission by its order dated September 
18, 1952, has approved the application as filed with it. 

The Pennsylvania Publie Utility Commission by its order dated June 16, 
1952, has approved the application as filed with it. 

Services rendered by means of the facilities authorized by the Commission’s 
order issued herein on June 1, 1948, provided among other things, for the sale and 
delivery of natural gas to Consumers Gas Company. 

U. G. I., under its plan of merger and as successor in interest to the Consumers 
Gas Co., proposes to render the same service as rendered by Consumers Gas Co. 

On November 18, 1952, Philadelphia Electric filed a petition joining in the 
motion filed by U. G. I. for modification of the Commission’s order issued June 1, 
1948, at docket No. G—1030, 7 F. P. C. 671. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s order isued June 1, 1948, be modified as hereinafter ordered. 

The Commission orders: 

(A) Effective December 31, 1952, the Commission’s order issued June 1, 1948, 
be and the same is hereby modified so as to authorize the Philadelphia Electric 
Co. to sell and deliver natural gas to the United Gas Improvement Co., subject to 
the terms and conditions of said order. 

(B) Except for the substitution of names, effected by paragraph (A) hereof, 
said order be and the same hereby is left unchanged. 


Adopted: December 22,1952. Issued: December 28, 1952. 


Order modifying order issuing certificate of public convenience and necessity 


The Manufacturers Light & Heat Co. 
Docket No. G—1247 


On July 29, 1949, the Manufacturers Light & Heat Co. (Manufacturers) filed 
an application and supplements thereto on August 11 and August 15, 1949, for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of certain facilities 
to effectuate the sale and delivery of natural gas to the Allentown-Bethlehem 
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Gas Co., Consumers Gas Co., The Harrisburg Gas Co., and the Lancaster County 
Gas Co. 

On October 2, 1952, The United Gas Improvement Co. (U. G. I.) filed a mo- 
tion to modify the Commission’s opinion, 8 F. P. C. 426 and accompanying order 
issued December 19, 1949, in docket No. G-—1247, by substituting the name of 
U. G. I. in lieu of the names Allentown-Bethlehem Gas Co., Consumers Gas Co., 
the Harrisburg Gas Co., and the Lancaster County Gas Co. wherever the names 
of the latter companies appear therein. 

In said motion U. G. I. states, among other things: 


So that U. G. I. may complete compliance with the provisions of section 
11 of the Public Utility Holding Company Act of 1935 and so that greater 
efficiency and economy in operations will result, it is proposed that the fol- 
lowing named subsidiaries of U. G. 1. merge with and into U. G. I. pursuant 
to the provisions of the Pennsylvania Consolidation and Merger Act of 1909, 
as amended: 


Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 

Lancaster County Gas Co. 

Lebanon Valley Gas Co. 

Luzerne County Gas and Electric Corp. 
The Philadelphia Gas Works Co. 


Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Public Utility 
Commission. 

The Securities and Exchange Commission by its order dated September 
18, 1952, has approved the application as filed with it. 

The Pennsylvania Public Utility Commission by its order dated June 16, 
1952, has approved the application as filed with it. 


Services rendered by means of the facilities authorized by the Commission’s 
order issued herein on December 19, 1949, provided for the sale and delivery 
of natural gas to Allentown-Bethlehem Gas Co., Consumers Gas Co., the Harris- 
burg Gas Co., and Lancaster County Gas Co. 

U. G. I., under its plan of merger and as successor in interest to Allentown- 
Bethlehem Gas Co., Consumers Gas Co., the Harrisburg Gas Co., and Lancaster 
County Gas Co., proposes to render the same service as rendered by the latter 
companies. 

On November 18, 1952, Manufacturers filed a petition joining in the motion filed 
by U. G. I. for a modification of the Commission’s opinion, 8 F. P. C. 426, and 
accompanying order, issued December 19, 1949. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s opinion, 8 F. P. C. 426, and accompanying order issued De- 
cember 19, 1949, be modified as hereinafter ordered. 

The Commission orders: 

(A) Effective December 31, 1952, the Commission’s opinion, 8 F. P. C. 426, 
and accompanying order issued December 19, 1949, be and the same is hereby 
modified so as to authorize the Manufacturers Light & Heat Co. to sell and de- 
liver natural gas to the United Gas Improvement Co. as successor in interest to 
Allentown-Bethlehem Gas Co., Consumers Gas Co., the Harrisburg Gas Co., and 
Lancaster County Gas Co., subject to the terms and conditions of said order. 













APPENDIX—ORDERS 1561 


(B) Except for the substitution of names effected by paragraph (A) hereof, 
said opinion and accompanying order be and the same hereby are left unchanged. 


Adopted: December 22,1952. Issued: December 23, 1952. 


Order authorizing issuance of securities 
Community Public Service Co. 
Docket No. E-6466 


Community Public Service Co. (applicant), a corporation organized in Dela- 
ware, having its principal business office at Fort Worth, Tex., filed its application 
on December 1, 1952, for an order pursuant to section 204 of the Federal Power 
Act authorizing the issuance of 137,181 shares of capital stock as a stock dividend. 

The proposed shares of capital stock will be issued at the rate of one share for 
each five shares held on the record date, which is to fall 14 days after issuance of 
this Commission's order. Stockholders entitied to a fractional share interest will 
receive cash based on the closing price of the capital stock on the New York Curb 
Exchange on the next business day following the record date for such stock divi- 
dend. Although applicant has applied for authority to issue a maximum amount 
of 137,181 shares, it is estimated that cash payment for fractional shares will 
reduce the number of shares actually issued to 135,350. Applicant states that it 
will receive no proceeds in connection with the proposed issue nor pay any fees for 
services other than for attorneys, accountants, and similar technical services. 

Applicant states that it has $2,828,302.83 in a special earned surplus account, 
which is restricted by various trust indentures as to the payment of cash divi- 
dends but is available for the payment of stock dividends. According to the ap- 
plicant one purpose of the proposed stock dividend is to utilize the restricted sur- 
plus which represents retained earnings now invested in additional plant and 
equipment. Applicant proposes to account for this transaction by charging the 
restricted earned surplus with the market value of the shares to be issued esti- 
mated to be $2,300,950. A payment, estimated in the amount of $31,000, in lieu 
of fractional shares will be charged to unrestricted earned surplus. 

An additional purpose of the proposed issue, as stated by applicant, is to in- 
crease the marketability of the capital stock by making more shares available 
for trading purposes, which will have the effect of aiding applicant in future 
equity financings by reason of broadened investor interest in the stock. 

Written notice of the aforesaid application has been given to the Public 
Service Commission of New Mexico, the Railroad Commission of Texas and to 
the Governor of each of those States. Notice of the application has also been 
given by publication in the Federal Register on December 9, 1952 (17 F. R. 11151) 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before December 22, 1952. 
No protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation organized and existing under the laws of Dela- 
ware, owns and operates facilities, among others, for the transmission of electric 
energy which is generated in Oklahoma and consumed in Texas, all of which 
facilities are in addition to, and do not include, facilities used for the generation 
of electric energy, facilities used in local distribution, or only for the transmission 
of electric energy in intrastate commerce, or facilities for the transmission of 
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electric energy consumed wholly by the transmitter. Applicant is, therefore, a 
public utility within the meaning of that term as used in section 204 of the Fed- 
eral Power Act. 

(2) The proposed issuance and sale of the capital stock described above will 
constitute an issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State Commission within the meaning of sec- 
tion 204 (f) of the act and the proposed issuance of securities is, therefore, not 
exempt by virtue of that section from the requirements of section 204 of the act. 

(4) The proposed issuance of securities as hereinafter authorized and approved 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate and consistent with the 
proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The competitive bidding requirements of section 34.1a are inapplicable to 
this issuance of capital stock. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of capital stock, upon the terms and conditions 
and for the purposes specified in the application, be and the same hereby are 
authorized and approved, subject to the provisions of this order. 

(B) This authorization to issue capital stock for the purposes specified in the 
application shall expire unless the transaction hereby authorized is consum- 
mated within 60 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of ) 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, } 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property, i 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 












Adopted: December 22, 1952. Issued: December 23, 1952. 


Order approving extension of time for maintenance and use of interconnections 
for emergency use only 


Texas Electric Service Co., Texas Power & Light Co., Dallas Power & Light Co., 
Community Public Service Co., and Southwestern Electric Service Co. 


Docket No. IT-6077 





Texas Electric Service Co., Texas Power & Light Co., Dallas Power & Light 
Co., Community Public Service Co. and Southwestern Electric Service Co., re- 
ferred to collectively as applicants, on October 30, 1952, filed an application for 
approval of an extension to December 31, 1954, of the time during which they 
may maintain and use certain interconnections without affecting the present 
jurisdictional status of applicants under the Federal Power Act, as authorized 
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by the Commission’s order of December 29, 1950, which by its terms expire 
December 31, 1952. 

The interconnections involved herein are as follows: 

Texas Electric with West Texas Utilities Co., near Eskota, McCamey, Sterling 
City, Cisco, Brownwood, Holliday and Munday all in Texas. 

Southwestern Public Service Company Co. near Denver City, Tex. 

Texas Power with Southwestern Gas & Electric Co. near Overton, Edgewood 
and Swan, all in Texas. 

Southwestern Power Administration at the Payne Substation near Denison, 
Tex. 

Lower Colorado River Authority near Minerva, Round Rock and Lampasas 
all in Texas. 

From data before the Commission it appears that there will be a shortage 
of generating capacity on applicants’ combined systems in 1953 due to unprece- 
dented increases in load. Applicants have installed additional generating facili- 
ties at a rate well above the national average. Despite this large increase and 
notwithstanding the increase of 174,000 kilowatt capacity they will install early 
in 1953 they face a power shortage in the summer of 1953. 

By 1954 it is anticipated the applicants by the installation of 365,000 kilo- 
watts of net generating capacity early in the year, before the summer peak, 
and with at least 60,000 kilowatts of capacity available to them from other 
sources the deficiency in capacity will be overcome and result in a substantial 
surplus in 1954 after provision of 115,000 kilowatts for reserves. 

The Commission finds: 

(1) For reasons above set forth, an emergency exists and will exist during 
1953 within the meaning of section 202 (d) of the Federal Power Act on the 
combined systems of applicants, and to best meet the existing emergency and 
serve the public interest, it is appropriate that an extension of time as hereinafter 
authorized be granted. 

(2) Upon the basis of all data available at the present there will be no emer- 
gency within the meaning of section 202 (d) of the act during 1954 on the 
combined systems of applicants and by reason thereof the request for an extension 
of time beyond December 31, 1953 should be denied. 

The Commission orders: 

(A) The authorization for the continued maintenance and use of the above 
described interconnections for emergency use only and the exemption granted 
by the Commission in the order entered in this docket April 13, 1948, be and they 
hereby are extended to December 31, 1953, subject to the requirements of the 
order of April 13, 1948, in all other respects. 

(B) The application for authorization for the continued maintenance and use 
of the interconnections referred to above for emergency use only and the exemp- 
tion sought beyond December 31, 1953, be and it hereby is denied. 


Adopted: December 22, 1952. Issued: December 23, 1952. 


Determination denying application under section 24 of the Federal Power Act 
Lands Withdrawn in Power Site Classification No. 426 


Docket No. DA-416—-Oregon—Cities of Boardman and Umatilla, Oregon 


Applications were filed by the cities of Boardman and Umatilla, Oreg., respec- 
tively, requiring a determination under section 24 of the Federal Power Act, 
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as amended, with respect to the following described lands: Willamette meridian, 
Oregon: T. 4 N., R 25 E., sec. 8, lot 7, SE4YNE%4; T. 5 N., R. 28 E., sec. 17, 
NWSW. 

The subject lands are withdrawn in power site classification No. 426, approved 
July 25, 1952. The lands lie within the reservoir boundaries of the John Day 
project on the Columbia River and its tributaries, and all, or at least the major 
portions of it, will be inundated by the waters of the project which has been 
authorized by Congress to be prosecuted under the direction of the Secretary 
of the Army and the supervision of the Chief of Engineers, in the respective 
reports, subject to the provision in section 1 of the Rivers and Harbors Act 
of March 2, 1945, as amended by the Flood Control Act of 1950. 

By reason of the fact that no funds have been appropriated for construction 
of the John Day project, use of the lands described for recreational purposes 
by the municipalities in the meantime will not injure or destroy the power value 
during the interim; but it will not be in the best interest of the public to grant 
a patent to said lands, subject to section 24 of the said Federal Power Act. 

The Department of the Army, Office of the Chief of Engineers, has recom- 
mended that the United States retain title to the lands herein involved and 
that patent be denied. Other Federal officials have reported on the application. 

The Commission finds: 

(1) A determination that the value of the above-described land wil] not be 
injured or destroyed for the purposes of imminent power development by loca- 
tion, entry or selection under the public land laws is not justified. 

(2) The recommendation of the Department of the Army, Office of the Chief 
of Engineers, that retention of the title to the lands above-described be retained 
by the United States for the protection of the public interest in the power value 
of the said land is the best means of insuring the most economical development 
of the authorized development, otherwise known as John Day project. 

(3) Use of the lands above-described for recreational purposes by the cities 
of Boardman and Umatilla, Oreg., should be allowed until the John Day project 
is completed and the reservoir has been filled to show the full extent of the said 
lands required for the operation of the said project ; such further and continued 
use by the municipalities of the lands for the proposed purposes may be allowed 
under terms of a lease arrangement which should provide for the right of the 
United States to the unfettered right to suffer no interference with the use and 
operation of the project for power development, flood control, and other author- 
ized uses of said project works. 

The Commission orders: 

The aforesaid applications are hereby denied. The denial of the applications 
shall not preclude the Bureau of Land Management from entering into an agree- 
ment or agreements with the municipal corporations for use of the subject 
lands for the proposed purposes, provided that the rights of the United States 
to full use of said lands for its purposes are protected and the United States 
shall be free from damage or expense caused to the said lessee or permittees. 


Adopted: December 22,1952. Issued: December 30, 1952. 
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Order further amending order conditionally issuing certificate of public 
convenience and necessity 


St. Charles Gas Corp. 
Docket No. G—-1739 


On September 2, 1952, the Commission issued its findings and order issuing 
certificates of public convenience and necessity, directing interconnection of 
uatural-gas transmission facilities and sale of natural gas, and permitting and 
approving abandonment of natural-gas facilities and service, Jn the Matters of 
Mississippi River Fuel Corporation, docket Nos. G-1281, G-1454, G-1490, G—-1505, 
G-1510, G-1524, G-1653, G-1755, and G-1932; St. Charles Gas Corp., docket No. 
G-1739; Arkansas Louisiana Gas Company, docket No. G—1797; and Interstate 
Natural Gas Company, Inc. and Hope Producing Company, docket No, G--1822. 

The aforesaid order in these proceedings, which had been consolidated for 
the purpose of hearing, in part provided for and conditionally issued a certificate 
of public convenience and necessity to St. Charles Gas Corp. (Gas Corp.) to 
acquire, construct, and operate the facilities described in the supplemented 
application and record in docket No. G—1739, upon the terms and conditions 
specified. Such order was later amended by an order issued on November 19, 


1952, in docket No. G-1739. The amended order provided in part as follows: 


(1) As conditions attached to the exercise of the rights granted under 
the certificate herein, Gas Corp. shall: 

(1) Unless otherwise ordered by the Commission for good cause shown, 
complete the acquisition and construction of all facilities herein authorized 
at such time as will permit all such facilities being placed in operation on 
or before January 1, 1953; 


On December 15, 1952, Gas Corp. filed a motion for modification of the afore- 
said amended order to extend until September 1, 1953, the time for completing 
and placing in operation the project authorized in docket No. G-1739. The said 
motion was served by Gas Corp. on all parties to the proceeding in docket No. 
G-—1739. On December 16 and 18, 1952, the parties advised the Commission that 
they waived the right to respond to said motion, with the exception of Missouri 
Public Service Commission, which responded that it desired to go on record in 
support of the motion. 

Upon consideration of the aforesaid motion and responses thereto and the en- 
tire record herein, the Commission finds: 

It is reasonable and appropriate in carrying out the provisions of the Natural 
Gas Act, and the public convenience and necessity require, that the Commission’s 
aforesaid order issued September 2, 1952, as amended by the order issued No- 
vember 19, 1952, be further amended as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (1) of the order issued September 2, 1952, in docket No. G-1281 
et al., as amended by the order issued November 19, 1952, be and the same is here- 
by further amended to provide that subparagraph (1) of paragraph (1) read as 
follows: 

(1) As conditions attached to the exercise of the rights granted under 
the certificate herein, Gas Corp. shall: 

(1) Unless otherwise ordered by the Commission for good cause shown, 
complete the acquisition and construction of all facilities herein authorized 
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at such time as will permit all such facilities being placed in operation on 
or before September 1, 1953. 


Adopted: December 30, 1952. Issued: December 31, 1952. 


Order confirming and approving rates and charges 
Department of the Interior, Southwestern Power Administration 
Docket No. E—-6370 


Southwestern Power Administration (SPA), pursuant to the Flood Control 
Act of 1944 (58 Stat. 887), on November 12, 1952, filed, through the Secretary 
of the Interior, for confirmation and approval by the Commission of proposed 
rates and charges contained in a contract dated September 22, 1952, with Ar- 
kansas Power & Light Co., for the sale of electric power and energy by SPA to 
the company from Norfork Dam and Bull Shoals projects during a period end- 
ing January 1, 1954. 

Generally, the contract provides for the sale of power and energy as follows: 

(i) The sale of up to 60,000 kilowatts and 12,000,000 kilowatt-hours per month 
of firm power to the company under SPA’s rate schedule A,’ the energy to be de- 
livered at demands of not less than 10,000 or more than 60,000 kilowatts. The 
company must take or pay for the 12,000,000 kilowatt-hours ; 

(ii) The sale of such additional power as SPA may have and the company 
may need, also under rate schedule A ; 

(iii) The sale of dump energy at 1.25 mills per kilowatt-hours ; 

(iv) The exchange of electric energy. The company will supply off-peak 
energy to SPA customers at a rate governed by the actual load of those custom- 
ers. SPA, in return, will deliver during the following month on-peak energy 
at a rate not in excess of a demand derived by dividing by 200 the total number 
of kilowatt-hours received by SPA during the previous month. The company will 
compensate SPA for the capacity utilized in returning the energy at a rate of 
$0.70 per month per kilowatt of the maximum 30-minute demand. 

(v) The operation of one or more of the generating units at the projects, when 
available, as condensers, at no extra charge. 

The proposed sales of firm power under rate schedule A, in the manner outlined 
above, constitute a modification of that rate schedule as approved. Such modifi- 
cation in effect constitutes a different rate and requires confirmation and approval 
by this Commission along with the other rates and charges contained in the 
contract. 

The proposed sale of dump energy at 1.25 mills per kilowatt-hour has previously 
been approved for periods of short duration and under present circumstances is a 
sale to the only available customer for such energy. 

The exchange of electric energy will enable SPA to curtail generation at night 
and to operate its facilities at greater efficiency during on-peak hours. 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on December 2, 1952 (17 F. R. 10886). No 
comments or suggestions thereon have been received. 

The Commission finds: 

The proposed rates and charges contained in the contract dated September 22 


1952, with Arkansas Power & Light Co., are not inconsistent with the provisions 


1 Confirmed and approved by order of the Commission in docket No. IT-5971, 6 F. P. C. 
407, on February 13, 1947, for a period of six years. 
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of the Flood Control Act of 1944, and should be confirmed and approved but not 
beyond February 13, 1953, coincident with approval heretofore given to SPA’s 
rate schedule A which expires February 13, 1953. 

The Commission orders: 

The proposed rates and charges contained in the contract dated September 22, 
1952, with Arkansas Power & Light Co., and referred to above, hereby are con- 
firmed and approved for a period ending February 13, 1953. 


idopted: December 30,1952. Issued: December 31, 1932. 


Ordcr amending order issuing a certificate of public convenience and necessity 
Southern California Gas Co. and Southern Counties Gas Co. of California 


Docket No. G—1079 


On September 10, 1948, the Commission issued in docket No. G-1079, 7 F. P. C. 
908, a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act to Southern California Gas Co. and Southern Counties Gas Co. 
of California to construct and operate as tenants in common, among other facili- 
ties, a 30-inch pipeline, approximately 15 miles in length, from a point near Rivera 
to the existing Slauson measuring and regulating station located on Slauson 
Boulevard and Western Avenue in Los Angeles, Calif. This portion of the facili- 
ties covered by the certificate was not constructed by applicants. 

On July 13, 1951, Southern California Gas Co. and Southern Counties Gas Co. 
of California filed in docket No. G-1743 a joint application, which was supple- 
mented on September 17, 1951, for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act for facilities which, among others, 
were in lieu of the said 15 miles of 30-inch pipeline authorized in docket No. 
G-1079, 7 F. P. C. 908, and a certificate was issued covering the construction and 
operation of such facilities on December 11, 1951. 

On October 26, 1951, Southern California Gas Co. and Southern Counties Gas 
Co. of California filed a joint application in docket No. G—1079 to amend the cer- 
tificate of public convenience and necessity issued on September 10, 1948 in said 
docket, requesting a rescission of that part of the certificate which authorized the 
construction and operation of the said 15 miles of 30-inch pipeline extending from 
Rivera to the Slauson measuring and regulating station in Los Angeles, Calif. 
Due notice of the filing of this application to amend has been given, including pub- 
lication in the Federal Register on November 20, 1951 (16 F. R. 11752). No 
protest to the requested amendment has been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order issued September 10, 1948 in docket No. G-1079, 7 F. P. C. 908, granting a 
certificate of public convenience and necessity be amended as hereinafter ordered. 

The Commission orders: 

The order issued September 10, 1948 in docket No. G-1079 granting a certificate 
of public convenience and necessity be and the same is hereby amended by 
rescinding that part of the authorization granting a certificate to construct a 
30-inch pipeline, approximately 15 miles in length from Rivera to the Slauson 
measuring and regulating station in Los Angeles, Calif. 


Adopted: December 30, 1952. Issued: December 31, 1952. 
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Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G—2068 


On September 12, 1952, Texas Gas Transmission Corp. (applicant), a Delaware 
corporation having its principal place of business at Owensboro, Ky., filed an 
application, as supplemented by additional information on October 29, 1952, for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a metering 
station on its pipeline now serving Boonville, Ind., for the purpose of selling 
natural gas to Boonville Natural Gas Corp. for resale in the unincorporated 
town of Chandler, Warrick County, Ind., and environs, in volumes not to 
exceed 200 M. c. f. a day. Boonville Natural Gas Corp. purchases natural gas 
from applicant for distribution in Boonville. Cost of applicant’s proposed con- 
struction is estimated at $3,126, to be provided out of funds on hand. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
December 23, 1952, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
at Owensboro, Ky., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of March 30, 1949, in docket No. G-859, 8 F. P. C. 190. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of applicant’s existing pipeline system, and the construction and 
operation thereof by applicant are subject to the requirements of subsection (c) 
and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, in volumes not to exceed 200 M. ec. f. a day, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the issuance 
of the certificate issued in paragraph (A) hereof: 
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(1) The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of issuance 
of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance of 
this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(a) Within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning ; 

(b) Each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein ; 

(c) Within 10 days after the facilities herein authorized have been constructed 
and placed in service and operation as herein authorized has commenced, a 
statement showing the actual cost of constructing said facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspections, overhead, interest during construc- 
tion, contingencies, and all other items of cost, together with a statement show- 
ing and explaining the cause for any difference between actual cost and estimates 
of cost relied upon by applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 

(E) The service herein authorized shall initially be rendered by applicant 
under its presently effective rate schedule G-3S. 

Adopted: December 30,1952. Issued: December 31, 1952. 


Findings and order issuing a certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—2027 


On August 8, 1952, Texas Eastern Transmission Corp. (Texas Eastern), a 
Delaware corporation having its principal place of business at Shreveport, La., 
filed an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act authorizing it to construct and operate a 24- 
inch river-crossing of the Arkanas River near Little Rock, Ark., as described in 
the application on file with the Commission and open to public inspection. A tem- 
porary certificate to construct the proposed crossing was issued by telegram on 
August 20, 1952. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 23, 1952, concerning the matters involved and the issues presented by 
the application in this proceeding. No protest to the application has been re- 
ceived. 

The record shows that the estimated cost of the proposed crossing is $84,254, 
and that said crossing will be used to supplement applicant’s existing crossing 
of the Arkansas River at this point. 
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The record further shows that such crossing will safeguard applicant’s inter- 
state transportation of gas through its existing 20-inch and 24-inch transmission 
pipelines. 

The Commission finds: 

(1) Texas Eastern Transmission Corp., applicant in docket No. G-2027. is a 
Delaware corporation having its principal place of business at Shreveport, La., 
and owns and operates, among other facilities, a natural-gas transmission pipeline 
system located in the States of Texas, Louisiana, Arkansas, Missouri, Illinois, 
Indiana, Ohio, West Virginia, Pennsylvania, and New York, and by such opera- 
tions is engaged in the transportation and sale of natural gas in interstate com- 
merce for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of October 
10, 1947, in docket No. G-880, 6 F. P. C. 148. 

(2) The facilities hereinbefore described are proposed to be used in the trans 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (¢) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore de- 
scribed, by applicant, are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing Texas Eastern Transmission Corp. to construct and operate 
the facilities hereinbefore described, all as more fully described in the application, 
in docket No. G—2027, for the transportation of natural gas in interstate com- 
merce as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to applicant in paragraph (A) hereof: 

(i) Said certificate shall be void and of no effect unless accepted by applicant 
within 30 days from the date of issuance of this order. 

(C) The following conditions be and the same hereby are attached to the ex- 
ercise of rights granted under the certificate issued to applicant in paragraph (A) 
hereof : 

(1) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by applicant within 6 
months from the date of the issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after such facilities have been constructed and placed 
in operation, notice of the date of such placement ; and 

(ii) within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, an itemized 
statement showing the actual cost of constructing said facilities, including cost of 
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labor, materials, rights-of-way, if any, engineering, and all other items of cost. 

(D) The certificate hereby issued to applicant is not transferable and shall 
be effective only so long as applicant continues the operations authorized by 
this order in accordance with the provisions of the Natural Gas Act, as well 
as the applicable rules, regulations, and orders of the Commission. 


Adopted: December 30, 1952. Issued: January 2, 19538. 


Order denying motion to dismiss or reject application for increased rates or 


charges 
Texas Gas Transmission Corp. 
Docket No. G—2017 


By order issued herein on August 1, 1952, the Commission suspended to 
January 8, 1953, certain increased rates and charges proposed by Texas Gas 
Transmission Corp. (Texas Gas). 

On November 24, 1952, the Memphis Light, Gas & Water Division, and West 
Tennessee Gas Co. (movants), interveners, filed a joint motion to dismiss or re- 
ject the pending “application” of Texas Gas for increased rates. Among other 
things, these movants state 

that the “Application for rate increase” and proposed “F. P. C. gas tariff, 
first revised Vol. No. 1 (supersedes original vol. No. 1)” of Texas Gas, 
pending in this proceeding, upon their face and without resort to evidence 
to be adduced at a hearing, show that the proposed increased rates and 
charges are not “just and reasonable,” and therefore, upon their face 
and without resort to evidence to be adduced at a hearing, the same are 
“unlawful.” Interveners state that an application for increased rates and 
charges which, upon its face and without resort to evidence to be adduced 
at a hearing, is not “just and reasonable” but which is “unlawful,” does 
not entitle the applicant to a hearing, or to the opportunity to adduce 
evidence in support thereof, or to the benefit of having the proposed in- 
creased rates or charges go into effect pursuant to section 4 of the Natural 
Gas Act. In this connection interveners state that, under the mandate of 
the Natural Gas Act, a natural gas company cannot invoke the commence 
ment of the suspension period provided by section 4 through the medium 
of filing an application for increased rates or charges unless the application 
and the proposed rates or charges, upon their face and without resort to 
evidence to be adduced at a hearing, appear prima facie to be “just and 
reasonable” and hence “unlawful.” To construe the Natural Gas Act other- 
wise would permit a natural gas company, through the irresponsible filing 
of an application unlawful upon its face, to deprive its customers and 
the consuming public of the protection safeguarded to them by section 4 
of the Natural Gas Act. 

These movants further state that it affirmatively appears from the applica 
tion of Texas Gas, “without resort to evidence to be adduced at a hearing,” that 
the increased rates are unlawful in the following respects : 

(a) The amount of $4,197,440 attributed to anticipated increased cost of gas 
purchases by Texas Gas from Texas Eastern Transmission Corp. (Texas Eastern) 
was reduced $1,213,828 as a result of the Commission's opinion and accompany- 
ing order, issued at Docket No. G—1964, In the Matter of Texas Eastern Trans- 
mission Corporation, 11 F. P. C. 416. 
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(b) Elimination of working capital of $3,161,574 from Texas Gas’ claimed 
rate base would result in a reduction of $395,198 in the claimed net income re- 
quirement, after an adjustment of $205,503 for Federal income taxes. 

(c) Reduction of allowance for state income taxes by $7,007 by reason of (b) 
above. 

These proposed adjustments aggregate $1,616,033, or about 18.4 percent of 
Texas Gas’ claimed “Deficiency in jurisdictional revenues” of $8,742,431 based 
on the 12 months ended May 31, 1952. 

Memphis and West Tennessee request that their motion be set for oral argu- 
ment and that the increased rates be dismissed or rejected. 

Texas Gas in an answer filed December 4, 1952, initially contends that the 
Commission is prohibited from granting such motion. In support of this posi- 
tion, it is argued that, since the increased rates have been suspended, Texas Gas 
must be granted “an opportunity for full hearing with respect to its application 
prior to the issuance of any order relating to the proposed rates.” It is further 
stated that, the “motion filed by Memphis and West Tennessee, if granted, would 
deprive Texas Gas of its rights guaranteed by the ‘due process clause’ of the 
Fifth Amendment to the Constitution of the United States.” 

Texas Gas, in further answer, states: 

(1) That the interim rate authorized by the above-mentioned Opinion No. 
239, and accompanying order, to be charged by Texas Eastern exceeds the rates 
and charges presently paid to Texas Eastern by Texas Gas and may be further 
increased on September 1, 1953. 

(2) That cost of gas purchased by Texas Gas from United Gas Pipe Line Co. 
(United) will be increased approximately $1,000,000 per year, upon the basis 
of purchases during the twelve months ended May 31, 1952, when United’s in- 
creased rate, as suspended at docket No. G-2019 becomes effective January 3, 
1953, at the end of the suspension period. Furthermore, that an additional in- 
crease of about $600,000 per year will be incurred when Texas Gas completes 
the facilities authorized at docket No. G—1847 and commences the taking of gas 
from United under the new contract (and rate schedule). Texas Gas points out 
that these increases were not included in the supporting material filed with its 
increased rates. 

(3) That four suppliers of Texas Gas have rate increase filings pending; 
namely, Texas Eastern, Tennessee Gas Trasmission Company, Panhandle East- 
ern Pipe Line Company, and United. 

Texas Gas states it is ready to present evidence in support of its rate increases 
which “will establish beyond peradventure of doubt that the presently effective 
rates of Texas Gas will not provide a ‘fair return’ upon its invested property.” 

As to movants’ contention that the claimed amount for working capital should 
be eliminated (see paragraph (b) above) Texas Gas states that the claimed 
amount was computed after taking into consideration the amount of Federal 
income taxes available for such purpose, and that it is ready to so prove if 
given opportunity for hearing. 

Further answer is made by Texas Gas to other statements of movants. How- 
ever, we do not believe it necessary to refer to them herein. 

Finally, in its answer, Texas Gas requests that the motion of Memphis and 
West Tennessee be denied forthwith. Alternatively, Texas Gas requests that 
the matter be set for oral argument with opportunity for each party to file 
briefs. 

The Commission, having considered said motion and the answer thereto, finds: 

(1) The said motion and answer involve conflicting contentions and present 
issues of facts which can only be resolved upon consideration of evidence adduced 
in support thereof after a hearing. 
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(2) In view of the above finding, it is neither necessary nor appropriate that 
we further consider the legal issues presented by the motion and answer. 

(3) The said joint motion of Memphis and West Tennessee should be denied. 

The Commission orders: 

The said joint motion of Memphis Light, Gas & Water Division and West 
Tennessee Gas Co., as filed on November 24, 1952, be and it is hereby denied. 


Adopted: December 30, 1952. Issued: January 2, 1953. 


Order authorizing amendment of license (major) 
Loup River Public Power District 
Project No. 1256 


The license for project No. 1256 was issued to Loup River Public Power District 
of Columbus, Nebr. (licensee) on April 17, 1934 and several amendments thereto 
have since been made to effectuate minor changes in certain of the license pro- 
visions. Pursuant to the provisions of article 7 of said license there was filed, as 
required, exhibits J, K, and L purporting to show the project boundary as located 
and the project works as constructed, which filings were made on March 9, 1939. 
The exhibits, above-designated, were returned to the licensee on November 19, 
1941, with letters of deficiencies relating thereto and on October 24, 1950, the 
exhibits referred to were revised and submitted. 

On June 18, 1951, the licensee filed an application for amendment of license 
excluding certain transmission line and facilities from the license provisions and 
for an amendment to include in license other transmission lines and substation 
equipment, which had not been described as part of the project works, which said 
transmission equipment is hereinafter specifically described. 

The Commission finds: 

(1) Article 2, as amended as hereinafter provided, will not alter any of the 
basic facts upon which the license was issued. 

(2) The revised exhibits filed on March 9, 1939, as supplemented on October 23, 
1950, in compliance with article 7 of the license as issued, consists of exhibits J, 
K, and L. These exhibits purport to show the project boundary as located and 
the project works as constructed. Exhibit M has not as yet been filed as required. 

(3) Article 2 of the license should be amended as herein provided. 

(4) The following revised exhibits filed as part of the application conform to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project : 

Exhibit J, sheets 1 and 2 (F. P. C. Nos, 1256-61 and -43) supersede exhibit 
J, sheets 1 and 2 (F. P. C. Nos. 1256-1 and -42). Exhibit K, sheets 1 to 9, inelu- 
sive (F. P. C. Nos. 1256-44 to —52, inclusive), supersede exhibit K (F. P. C. Nos. 
1256-2, —4 to -21, inclusive and —-27). Exhibit L, sheets 1 to 8 inclusive (F. P. C. 
Nos. 1256-53 to -60, inclusive) supersede exhibit L (F. P. C. Nos. 1256-3 and 
—29 to -35 inclusive). 

Furthermore the following parts of exhibit K describing the transmission 
facilities which properly belong in the description of the project as a part of the 
project works are more particularly described as exhibit K, sheet Nos. 10 to 12 

inclusive (F. P. C. Nos. 1256-71 to -—73, inclusive) and sheet Nos. 32 and 33 
(F. P. C. Nos. 1256-93 and —94). 

(5) Superseded exhibit J, sheet Nos. 1 and 2 (F. P. C. Nos. 1256-1-42) ; ex- 
hibit K (F. P. C. Nos. 1256-2—4 to -21, inclusive, and —27) ; exhibit L (F. P. C. 
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Nos. 1256-3 and 29 to -35, inclusive), now forming a part of the license should be 
stricken from the license. 

(6) The transmission facilities hereinafter specifically described are a part 
of the project within the purview of section 3 (11) of the act and should be 
included in the license as a part of the project works. 34.5-kilovolt and 115- 
kilovolt substation facilities at the Columbus plant. The 34.5-kilovolt substation 
facilities at the Monroe plant; and the 34.5-kilovolt transmission line between 
the Monroe plant and the headworks. 

(7) The 115-kilovolt transmission line from Columbus plant to Allen, to Valley 
and to Lincoln, all in Nebraska, are not part of a project within the purview of 
section 3 (11) of the act and which are now included in the license should be 
stricken from the license. 

(8) The revised exhibits hereinbefore described as having been filed by the 
licensee fail and omit the necessary description of the earth embankments, 
among other things, of the regulating reservoir above the Columbus plant. 

(9) Exhibit P (4) now forming a part of the license does not correctly describe 
the project works as constituted, nor does it describe the hydraulic and electrical 
equipment which is part of the project. Because of these deficiencies in the said 
exhibit P (4) it should be stricken from the license and a revised exhibit M as 
provided for by article 7 of the license and the rules and regulations of the 
Commission required to be filed. 

The Commission orders: 

(A) The license for project No. 1256 issued to Loup River Public Power Dis- 
trict is hereby amended, in the manner and to the extent that this order provides 
and respecting the inclusion of and the exclusion of exhibits specifically described 
and a correct description of existing project works. 

(B) Article 2 of the license is hereby amended to read as follows: 

Article 2. The project covered by and subject to this license is located partly in 
and along Loup River and consists of— 

A. All lands constituting the project area and inclosed, or the location of which 
is shown by the project boundary, and/or interests in such lands necessary or 
useful for the purposes of the project, whether such lands or interests therein are 
owned or held by the licensee or by the United States; such project area and 
project boundary being more specifically shown and described by certain exhibits 
which formed part of the application for license or amendment thereof and which 
are designated and described as follows: 

Exhibit J—Sheet 1 (F. P. C. No. 1256-61) entitled “Transmission lines and 
key to detail maps”; sheet 2 (F. P. C. No. 1256-43) entitled “Project boundary, 
principal structures and key to detail maps.” 

Exhibit K.—Sheet Nos. 1 to 9, inclusive (F. P. C. Nos. 1256-44 to —52, inclu- 
sive) entitled “Project boundary and location of all appurtenances” showing 
canal from headworks to station 1891-50; sheet Nos. 10 to 12, inclusive (F. P. C. 
Nos. 1256-71 to —73, inclusive) entitled “Columbus-Monroe 34.5-kilovolt trans- 
mission and telephone line”; and sheet Nos. 32 and 33 (I. P. C. Nos. 1256-93 and 
~94) entitled “Monroe to headworks, 34.5-kilovolt transmission line.” 

Pehibit J—Sheets 1 and 2 and Exhibit K Sheets 1 to 12, inclusive, and 32 
and 33, signed Loup River Public Power District by Edd Kelly on October 18, 
1950. 

B. Project works consisting of a diversion dam and canal headworks located 
in the Loup River about 6 miles southwest of Genoa; a canal with an overall 





length of about 28 miles; a regulating reservoir; a wasteway or tailrace canal 
about 514 miles long from the Columbus plant to Platte River; two powerhouses, 
one located near Monroe at a drop along the canal with an installed capacity of 
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about 9,600 horsepower and the other located about 144 miles downstream from 
the reservoir near Columbus with an installed capacity of 54,000 horsepower ; 
34.5-kilovolt and 115-kilovolt substation facilities at the Monroe and Columbus 
plants; 34.5-kilovolt transmission line from the Columbus plant to the Monroe 
plant to the headworks, a total distance of 28 miles; and appurtenant facilities; 
the location, nature, and character of which are more specifically shown by the 
exhibits hereinbefore cited and by certain other exhibits which also formed part 
of the application for license or amendment thereof and which are designated 
and described as follows : 

Eerhibit L.—Plans of project works in eight sheets signed Loup River Public 
Power District by Edd Kelly on October 18, 1950 and comprising : 

Sheet 1 (F. P. C. No. 1256-53) entitled “Typical bridge construction showing 
typical steel, concrete & timber construction”; Sheet 2 (F. P. C. No. 1256-54) 
entitled “Typical siphons and culverts showing typical types and construction” ; 
Sheet 3 (F. P. C. No. 1256-55) entitled “Headworks showing structure details ;” 
Sheet 4 (F. P. C. No. 1256-56) entitled “Monroe power house showing power 
house elevations”; Sheet 5 (F. P. C. No. 1256-57) entitled “Monroe power house 
showing plan and section of power house” ; Sheet 6 (F. P. C. No, 1256-58) entitled 
“Columbus power house showing intake and penstocks, plan and sections” 
Sheet 7 (F. P. C. No. 1256-59) entitled “Columbus power house showing down- 
stream and west end elevations”; and Sheet 8 (F. P. C. No. 1256-60) entitled 
“Columbus power house showing plan and section of power house.” 

«. All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by 
the United States, and located on the project area, including such portable prop- 
erty aS may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project is approved or acquiesced in 
by the Commission; also all other rights, easements, or interests including said 
riparian rights, the ownership, use, occupaney or possession of which is neces- 
sary or appropriate in the maintenance and operation of the project or appur- 
tenant to the project area. 

ID. The authorized installed capacity of the project is 63,600 horsepower. 

(() The following new article is included in the license : 

Article 30: 

(i) The licensee shall file for Commission approval an exhibit K drawing of 
the regulating reservoir, known as Lake Babcock, showing the embankments 
comprising the dams and contours in the reservoir area. 

(ii) The licensee shall file for Commission approval a revised exhibit M 
describing the mechanical, electrical and transmission equipment included in 
the project. 

These exhibits K and M above described shall be filed not later than July 1, 
1953. 

(D) The revised exhibits described in (4) of the findings are approved as a 
part of the license. 

(E) The exhibits described in findings (5) and (9) which have been super- 
seded by revised exhibits are hereby stricken from the license and no longer 
constitute a part of it. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment. In acknowledgment of the acceptance of this amendment, it shall be 
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signed for the licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


Adopted: December 30, 1952. Issued: January 5, 1958. 


Order amending license (major) 
Pacific Gas & Electric Co. 
Project No. 2019 


Application was filed June 8, 1951 by Pacific Gas & Electric Co., licensee for 
major project No. 2019, for amendment of its license for the project situated 
on Highland Creek, a tributary of North Fork Stanislaus River, in Tuolumne 
and Alpine Counties, Calif., affecting lands of the United States within Stanislaus 
National Forest. 

The application seeks to include in the license for project No. 2019 Spicers 
Meadows dam, lands, and reservoir formerly under Commission license for 
project No. 95 originally issued to Emma Rose, Anna G. Lane, and Hobart Estate 
Co., but subsequently transferred with Commission approval to the applicant 
in this proceeding. The application also seeks cancellation of the license for 
project No. 95. However, inasmuch as the latter license expired on September 20, 
1951, it becomes unnecessary to consider the cancellation request. 

The application states that the proposed amendment is necessary and desirable 
because ever since its construction project No. 95 has been operated in conjunc- 
tion with and as an integral part of project No. 2019, and continued operation 
of Spicers Meadows reservoir in conjunction with project No. 2019 is essential 
to the economy of the latter project for electric utility service and is desirable 
as a water supply for public service purposes, including domestic, irrigation, and 
industrial uses in the general vicinity of Murphys and Angels camps, and is, 
therefore, in the public interest. 

The Chief of Engineers, Department of the Army, the Secretary of Agriculture, 
and the Acting Secretary of the Interior, have reported on the application, as also 
has the Division of Fish and Game, Department of Natural Resources of the 
State of California. 

The Commission finds: 

(1) Amendment of license for project No. 2019 as hereinafter provided is 
not inconsistent with the previous findings in this matter except as they may 
be modified by the following additional findings. 

(2) The amount of annual charges to be paid under the license as hereinafter 
amended for recompensing the United States for the use, occupancy, and enjoy- 
ment of the additional lands of the United States (624 acres) affected by virtue 
of inclusion under the license of the Spicers Meadows reservoir is reasonable as 
hereinafter fixed and specified. 

(3) The map and plan “K” (F. P. C. 95-5 and F. P. C. 95-6) and “L-b” 
(F. P. C. 95-10) exhibits designated and described hereinafter conform to the 
Commission’s rules and regulations and should be included under the license 
for the project. 

The Commission orders: 

(A) The exhibits referred to in the preceding paragraph are approved as part 
of the license for project No, 2019. 

(B) The license for project No. 2019 is hereby amended, effective as of Sep- 
tember 21, 1951, to include thereunder the Spicers Meadows dam and reservoir; 
the said amendment being: 
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Paragraph I, Paragraphs (a) and (b) of the license are amended to read 
as follows: 

(a) All lands constituting the project area and enclosed within the boundary 
or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by the applicant or by the United States; the location 
of such project area and project boundary being more specifically shown and 
described by certain exhibits which formed part of the application for license 
and for amendment of license, and which are designated and described as fol- 
lows: 

Echibit J—(F. P. C. 2019-1) entitled “General map, Utica project.” 

Exhibit K amended.—Land maps in two sheets (F. P. C. 95-5 and F. P. C. 
95-6) entitled “Contour map of Spicers Meadows reservoir on Highland Creek, 
Tuolumne County, Calif.,” and signed: Emma Rose, Anna G. Lane, and Hobart 
Estate Co., by E. S. McCurdy, February 10, 1928. 

Eehibit K-1.—(F. P. C. 2019-2) entitled “Union reservoir, Utica project.” 

Erhibit K-2.—(F. P. C. 2019-3) entitled “Utica reservoir, Utica project.” 

Erhibit K-3.—(F. P. C. 2019-4) entitled “Lake Alpine (formerly Silver Valley 
reservoir), Utica project.” 

Exhibit K-4.—(F. P. C, 2019-5) entitled “Beaver Creek conduit, Utica conduit 
and telephone line, intake to Murphys P. H.” 

Erhibit K-5.—(F. P. C. 2019-6) entitled “Utica conduit and telephone line, 
intake to Murphys P. H.” 

Erhibit K-6—(¥F. P. C. 2019-7) entitled “Hunters reservoir, Utica project.” 

Evrhibits K-7 and K-8.—(F. P. C. 2019-8 and F. P. C. 2019-9) entitled “Utica 
conduit and telephone line, intake to Murphys P. H.” 

Ecrhibit K-9.—(F. P. C. 2019-10) entitled “Profile of Beaver Creek conduit and 
Utica conduit, intake to Murphys P. H.” 

(b) Principal structures consisting of: 

(1) Lake Alpine (or Silver Valley) reservoir, formed by a rock-fill dam about 
46 feet high on Silver Creek and three low auxiliary dams, with storage capacity 
of 4,050 acre-feet with pool at elevation 7,302.14 feet (U.S. G. S. datum) ; 

(2) Union reservoir, formed by a rock-fill dam about 32 feet high on North 
Fork of Stanislaus River and six low auxiliary dams, with a storage capacity of 
about 3,109 acre-feet with normal pool at elevation 6,850.2 feet (U. S. G. S. 
datum) ; 

(3) Utiea reservoir, formed by a rock-fill dam about 48 feet high on North 
Fork of Stanislaus River and three low auxiliary dams, with a storage capacity 
of about 2,200 acre-feet with normal pool at elevation 6,819.25 feet (U.S. G. S. 
datum) ; 

(4) Spicers Meadows reservoir, formed by a constructed concrete overpour 
dam, on Highland Creek, about 54 feet in height above bedrock, with a timber 
crest at approximate elevation 6,421, said reservoir to have a capacity of about 
3,900 acre-feet ; 

(5) Hunters reservoir, a small diversion and regulating reservoir formed by 
a dam about 53 feet high on Mill Creek, with a storage capacity of about 240 
acre-feet with a pool at elevation 3,200.9 (U. S. G. S. datum) ; 

(6) Beaver Creek diversion dam and conduit, diverting water from Beaver 
Creek to North Fork of Stanislaus River ; 

(7) Utiea diversion dam and approximately 21.6 miles of conduit diverting 
water from North Fork of Stanislaus River through Hunters reservoir to fore- 
bay of Murphys powerhouse ; 
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(8) Two penstocks 36 inches to 28 inches in diameter, each 1,558 feet long; 

(9) Murphys powerhouse containing two impulse wheels each rated at 1,150 
horsepower, discharging into Angels Creek, a tributary of Stanislaus River, two 
direct-connected generators with combined capacity of 1,350 kilowatts, trans- 
formers and switching equipment; the location, nature and character of which 
are more specifically shown and described by the exhibits hereinbefore cited and 
by certain other exhibits which also formed part of the application for license, 
or for amendment thereof, and which are designated and described as follows: 

Eehibit L-b.—(F. P. C. 95-10) entitled “Details of dam—Spicers Meadows 
reservoir on Highland Creek, Tuolumne County, Calif.,” revised February 24, 
1933; and signed: Emma Rose, Anna G. Lane, and Hobart Estate Co. by FE. 8. 
McCurdy, March 28, 1929, insofar as it shows the constructed part of the dam. 

Rehibit L-1.—(¥F. P. C, 2019-15) entitled “Plan and sections of Union res- 
ervoir dams, Utica project.” Revised April 16, 1951. 

Eerhibit L-2.—(¥F. P. C. 2019-16) entitled “Plans and sections, Utica Lake dam 
and Lake Alpine dam, Utica project.” Revised April 16, 1951. 

Erhibit L-3.—(F. P. C, 2019-13) entitled “Plan and section of Beaver Creek 
intake, Utica conduit intake and Hunters dam, Utica project.” 

Eerhibit L-4.—(F. P. C. 2019-14) entitled “Plan and sections of Murphys fore- 
bay and power house, Utica project.” 


unless noted otherwise, all of the exhibits described in paragraphs (a) and 
(b) above having been signed on January 21, 1949: “Pacific Gas and Electric 
Co., by W. G. B. Euler, vice president and general manager.” 

Eehibit “M.”’—(in two sheets) “General descriptions and general specifications 
of mechanical, electrical and transmission equipment of the existing Utica 
project.” 

Paragraph II, Article 24 of the license is amended by revising the opening 
paragraph thereof and by adding two subparagraphs thereto as follows: 

Article 24. The licensee shall make provisions for minimum flows in the 
stream and shall observe a minimum drawdown limitation, for the protec- 
tion of fish and wildlife, such minimum flows and minimum drawdown to be as 
follows: 

(iv) Minimum release of 2 cubic feet per second at all times, as measured at 
a point immediately below Spicers Meadows dam. 

(Vv) Minimum depth of 10 feet in Spicers Meadows reservoir except in emer- 
gency. 

Paragraph III, Subparagraph (ii) of article 31 of the license is amended to 
read as follows: 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $8,293,60. 

Paragraph IV. The license for the project is amended to include therein the 
following additional article: 

Article 33. At such time as the Commission may direct and to the extent that 
it is economically sound, and in the public interest to do so after notice and 
opportunity for hearing, the licensee shall complete the Spicers Meadows 
project works to their ultimate designs and plans, to contain, among such 
completed project works, a dam about 82 feet high (crest elevation 6,447) which 
will form a reservoir having a total capacity of about 9,000 acre-feet. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 


of the act, and failure to file such an application shall constitute acceptance 
of this license amendment. In acknowledgment of the acceptance of this 
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amendment, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Adopted: December 30,1952. Issued: January 5, 1953. 


Order modifying order issuing certificate of public convenience and 
necessity 


Texas Eastern Transmission Corp. 


' Docket No. G-1693 
' 
| On May 25, 1951, Texas Eastern Transmission Corp. (Texas Eastern) filed 


an application for a certificate of public convenience and necessity, pursuant 
to section 7 of the Natural Gas Act, authorizing the sale and delivery of natural 
gas to a number of municipalities and corporations including the Philadelphia 
Gas Works Co. 

Pursuant to the application filed by Texas Eastern on May 25, 1951, the Com- 
mission issued an opinion and accompanying order on July 3, 1952, 11 F. P. C. 
211, which provided, among other things, for the sale and delivery of natural 
gas to the Philadelphia Gas Works Co. 

On October 15, 1952, The United Gas Improvement Co. (U. G.I.) filed a motion 
to modify the Commission’s opinion and order, above referred to, in docket 
No. G-1693, by substituting the name of U. G. I. in lieu of the name of the Phila- 
delphia Gas Works Co. 

In said motion U. G. I. states, among other things: 

So that U. G. I. may complete compliance with the provisions of section 
11 of the Public Utility Holding Company Act of 1935 and so that greater 
efficiency and economy in operation will result, it is proposed that the 
following-named subsidiaries of U. G. I. merge with and into U. G. I. pur- 
suant to the provisions of the Pennsylvania Consolidation and Merger Act 
of 1909, as amended : 


Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 

Lancaster County Gas Co. 

Lebanon Valley Gas Co. 

Luzerne County Gas & Electric Corp. 
The Philadelphia Gas Works Co. 


Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Public Utility 
Commission. 

The Securities and Exchange Commission by its order dated September 
18, 1952, has approved the application as filed with it. 

The Pennsylvania Public Utility Commission by its order dated June 

16, 1952, has approved the application as filed with it. 

The U. G. IL. under its plan of merger and as successor in interest to the 
Philadelphia Gas Works Co., proposes to render the same service as rendered by 
the Philadelphia Gas Works Company. 

On November 3, 1952, Texas Eastern filed a petition joining in the motion filed 
by U. G. I for a modification of the Commission’s opinion and accompanying 
order issued July 3, 1952, 11 F. P. C. 211. 








1580 FEDERAL POWER COMMISSION 


The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s opinion and accompanying order issued July 3, 1952, 11 
F. P. C. 211, be modified as hereinafter ordered. 

The Commission orders: 

(A) Effective December 31, 1952, the Commission’s opinion and accompanying 
order issued July 3, 1952, 11 F. P. C. 211, be and the same are hereby modified 
so as to authorize the Texas Eastern Transmission Corp. to sell and deliver 
natural gas to the United Gas Improvement Co., as successor in interest to 
the Philadelphia Gas Works Co., subject to the terms and conditions of said 
order. 

(B) Except for the substitution of names effected by paragraph (A) hereof, 
said opinion and accompanying order be and the same hereby are left un- 
changed. 


Adopted: December 31,1952. Issued: January 6, 1953. 


Order modifying order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 


Docket No. G-—880 





On March 26, 1947, Texas Eastern Transmission Corp. (Texas Eastern) filed 
an application and amendments thereto on June 30, 1947, August 5, 1947, and 
August 22, 1947, for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act authorizing the acquisition, construction and 
operation of certain transmission pipeline facilities to effectuate the delivery 
of natural gas to several companies including the Philadelphia Gas Works Co. 

Pursuant to the application filed by Texas Eastern on March 26, 1947, and 
amendments thereto on June 30, 1947, August 5, 1947, and August 22, 1947, the 
Commission issued opinion and accompanying order on October 11, 1947, 6 F. P. C. 
148, which provided, among other things, for the sale and delivery of natural 
gas to the Philadelphia Gas Works Co. 

On October 15, 1952, The United Gas Improvement Co. (U. G. I.) filed a 
motion to modify the Commission’s opinion and order, above referred to, in 
docket No. G-880 by substituting the name of U. G. I. in lieu of the name of 
the Philadelphia Gas Works Co. wherever the latter’s name appears therein. 

In said motion U. G. I. states, among other things: 

So that U. G. I. may complete compliance with the provisions of Section 

11 of the Public Utility Holding Company Act of 1935 and so that greater 
efficiency and economy in operations will result, it is proposed that the 
following named subsidiaries of U. G. I. merge with and into U. G. I. pur- 
suant to the provisions of the Pennsyivania Consolidation and Merger Act 

of 1909, as amended: 


Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 
Lancaster County Gas Co. 
Lebanon Valley Gas Co. 
Luzerne County Gas & Electric Corp. 
The Philadelphia Gas Works Co. 
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Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Public 
Utility Commission. 

The Securities and Exchange Commission by its order dated September 
18, 1952, has approved the application as filed with it. 

The Pennsylvania Public Utility Commission by its order dated June 16, 
1952, has approved the application as filed with it. 


U. G. L, under its plan of merger and as successor in interest to the Philadel- 
phia Gas Works Co., proposes to render the same service as rendered by the 
Philadelphia Gas Works Co. 


On November 3, 1952, Texas Eastern filed a petition joining in the motion 


filed by U. G. I. for modification of the Commission’s opinion and aecompanying 
order, issued October 11, 1947, 6 F. P. C. 148. 
The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s opinion and accompanying order issued October 11, 1947, 
6 F. P. C. 148, be modified as hereinafter ordered. 

| The Commission orders: 

(A) Effective December 31, 1952, the Commission's opinion and accompany- 
ing order, issued October 11, 1947, 6 F. P. C. 148, be and the same are hereby 
modified so as to authorize Texas Eastern Transmission Corp, to sell and de- 
liver natural gas to the United Gas Improvement Co., subject to the terms and 
conditions of said order. 

(B) Except for the substitution of names, effected by paragraph (A) here- 
of, said opinion, 6 F. P. C. 148, and accompanying order be and the same hereby 
are left unchanged. 


> 


Adopted: December 31, 1952. Issued: January 6, 1953. 


Order modifying order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—1089 


On July 20, 1948, Texas Eastern Transmission Corp. (Texas Eastern) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act authorizing the construction and operation of 
certain facilities to effectuate the sale and delivery of natural gas to a number 
of companies including the Philadelphia Gas Works Co. 

Pursuant to the application filed by Texas Eastern on July 20, 1948, the Com- 
mission issued opinion and accompanying order on March 30, 1949, 8 F. P. C. 190, 
which provided, among other things, for the sale and delivery of natural gas 
to the Philadelphia Gas Works Co. 

On October 15, 1952, the United Gas Improvement Co. (U. G. I.) filed a motion 
to modify the Commission’s opinion and order above referred to, in docket No. 
G—1089, by substituting the name of the United Gas Improvement Co. in lieu 
of the name of the Philadelphia Gas Works Co. wherever the name the Phila- 
delphia Gas Works Co. may appear therein. 

In said motion, U. G. I. states among other things: 

So that U. G. I. may complete compliance with the provisions of section 11 
of the Public Utility Holding Company Act of 1935 and so that greater 
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efficiency and economy in operations will result, it is proposed that the 
following named subsidiaries of U. G. I. merge with and into U. G. I. pur- 
suant to the provisions of the Pennsylvania Consolidation and Merger Act 
of 1909, as amended : 


Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 

Lancaster County Gas Co. 

Lebanon Valley Gas Co. 

Luzerne County Gas & Electric Corp. 
The Philadelphia Gas Works Co. 


Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Public Utility 
Commission. 

The Securities and Exchange Commission by its order dated September 18, 
1952, has approved the application as filed with it. 

The Pennsylvania Public Utility Commission by its order dated June 16, 
1952, has approved the application as filed with it. 

U. G. L, under its plan of merger and as successor in interest to the Phila- 
delphia Gas Works Co., proposes to render the same service as rendered by the 
Philadelphia Gas Works Co. 

On November 3, 1952, Texas Eastern filed a petition joining in the motion 
filed by U. G. 1. for a modification of the Commission's opinion, and accompany- 
ing order, issued March 30, 1949, 8 F. P. C. 190. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s opinion and accompanying order, issued March 30, 1949, be 
modified as hereinafter ordered. 

The Commission orders: 

(A) Effective December 31, 1952, the Commission’s opinion and accompanying 
order, issued March 30, 1949, 8 F. P. C. 190, be and the same are hereby modi- 
fied so as to authorize Texas Eastern Transmission Corp. to sell and deliver 
natural gas to the United Gas Improvement Co. as successor in interest to the 
Philadelphia Gas Works Co. subject to the terms and conditions of said order. 

(B) Except for the substitution of names effected by paragraph (A) hereof, 
said opinion and accompanying order be and the same hereby are left unchanged. 


Adopted: December 31,1952. Issued: January 6, 1953. 





Order modifying order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No. G-1277 


On September 9, 1949, Transcontinental Gas Pipe Line Corp. (Transconti- 
nental) filed an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act authorizing the construction and 
operation of certain facilities to effectuate the sale and delivery of natural gas to 
a number of companies including the Philadelphia Gas Works Co. 

Pursuant to the application filed by Transcontinental on September 9, 1949, the 
Commission issued opinions 9 F. P. C. 32 and 9 F. P. C. 271, and accompanying 
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orders on April 28, 1950, and November 8, 1950, respectively, which provided, 
among other things, for the sale and delivery of natural gas to the Philadelphia 
Gas Works Co. 

On October 15, 1952, the United Gas Improvement Co. (U. G. I.) filed a motion 
to modify the Commission’s opinions and orders, above referred to, in docket No. 
G-—1277, by substituting the name of U. G. I. in lieu of the Philadelphia Gas Works 
Co. wherever the name The Philadelphia Gas Works Co. may appear therein. 

In said motion U. G. I. states, among other things: 

So that U. G. I. may complete compliance with the provisions of section 11 
of the Public Utility Holding Company Act of 1935 and so that greater effi- 
ciency and economy in operations will result, it is proposed that the following 
named subsidiaries of U. G. I. merge with and into U. G. I. pursuant to the 
provisions of the Pennsylvania Consolidation and Merger Act of 1909, as 


amended : 

Allentown-Bethlehem Gas Co. 
Consumers Gas Co. 

The Harrisburg Gas Co. 

Lancaster County Gas Co. 

Lebanon Valley Gas Co. 

Luzerne County Gas & Electric Corp. 
The Philidelphia Gas Works Co. 

Appropriate applications with respect to this merger have been filed with 
the Securities and Exchange Commission and the Pennsylvania Publie Utility 
Commission. 

The Securities and Exchange Commission by its order dated September 18, 
1952, has approved the application as filed with it. 

The Pennsylvania Public Utility Commission by its order dated June 16, 
1952, has approved the application as filed with it. 

U. G. L., under its plan of merger and as successor in interest to the Phila- 
delphia Gas Works Co., proposes to render the same service as rendered by the 
Philadelphia Gas Works Co. 

On November 3, 1952, Transcontinental filed a petition joining in the motion 
filed by U. G. I. for a modification of the Commission’s opinion, 9 F. P. C. 32, and 
accompanying order issued April 28, 1950, and opinion, 9 F. P. C. 271, and accom- 
panying order issued November 8&8, 1950. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that the 
Commission's opinion, 9 F. P. C. 32, and accompanying order issued April 28, 1950, 
and opinion, 9 F. P. C 271 and accompanying order issued November 8, 1950, be 
modified as hereinafter ,rdered. 

The Commission orders: 

(A) Effective December 31, 1952, the Commission’s opinion, 9 F. P. C. 32 and 
accompanying order issued April 28, 1950, and opinion, 9 F. P. C. 271 and accom- 
panying order issued November 8, 1950, be and the same are hereby modified so as 
to authorize Transcontinental Gas Pipe Line Corp. to sell and deliver natural gas 
to the United Gas Improvement Co. as successor in interest to the Philadelphia 
Gas Works Co., subject to the terms and conditions of said orders. 

(B) Except for the substitution of names effected by paragraph (A) hereof, 
said opinions and accompanying orders be and the same hereby are left 
unchanged. 





idopted: December 31,1952. Issued: January 6, 1953. 











